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This Annual Report on Form 20-F contains statements that constitute “forward-looking statements” within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 (the “Exchange Act”). These statements appear in a number of different
places in this Annual Report and can be identified by words such as "estimates", "projects"”, "expects”, "intends", "believes", "plans", or their negatives
or other comparable words. Such forward-looking statements involve known and unknown risks, uncertainties and other factors which may cause our
actual results, performance or achievements to be materially different from any future results, performance or achievements that may expressed or
implied by such forward-looking statements. The statements, including the statements contained in Item 3D “Risk Factors”, Item 4B “Business
Overview”, Item 5 “Operating and Financial Review and Prospects” and Item 11 “Quantitative and Qualitative Disclosures About Market Risk”, are
inherently subject to a variety of risks and uncertainties that could cause actual results, performance or achievements to differ significantly. Forward-
looking statements include statements regarding the outlook for our future operations, plans and timing for our exploration and development programs,
statements about future market conditions, supply and demand conditions, forecasts of future costs and expenditures, the outcome of legal proceedings,
and other expectations, intentions and plans that are not historical fact. You are cautioned that any such forward-looking statements are not guarantees
and may involve risks and uncertainties. Our actual results may differ materially from those in the forward-looking statements due to risks facing us or
due to actual facts differing from the assumptions underlying our predictions. Some of these risks and assumptions include:

- general economic and business conditions, including changes in interest rates;

- prices of natural resources, costs associated with mineral exploration and development, and other economic conditions;

- natural phenomena;

- actions by government authorities, including changes in government regulation;

- uncertainties associated with legal proceedings;

- changes in the resources market;

- future decisions by management in response to changing conditions;

- our ability to execute prospective business plans; and misjudgments in the course of preparing forward-looking statements.

We advise you that these cautionary remarks expressly qualify in their entirety all forward-looking statements attributable to us or persons acting on
our behalf. We assume no obligation to update our forward-looking statements to reflect actual results, changes in assumptions or changes in other
factors affecting such statements. You should carefully review the cautionary statements and risk factors contained in this and other documents that we
file from time to time with the Securities and Exchange Commission (the “SEC™).

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISORS

Not required.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not required.




ITEM 3. KEY INFORMATION

A. Selected Financial Data

The following table presents selected financial information. Our financial statements are stated in United States Dollars and are prepared in accordance
with Canadian Generally Accepted Accounting Principles (GAAP); the application of which conforms in all material respects for the periods presented
with US GAAP, except as disclosed in footnotes to the financial statements.

Selected Financial Data
(US$ in 000’s)

Year Year Year Year Year

Ended Ended Ended Ended Ended

1/31/06 1/31/05 1/31/04 1/31/03 1/31/02
Revenue $ — $ — $ — $ — 9 —
Income (loss) from Operations $ — $ — $ — $ — $ —
Net Loss $ (15,930) $ (3,776) $ (147) $ (472) $ (1,156)
US GAAP Net Loss? $ (15,930) $ (3,776) $ (147) % (469) $ (1,226)
Loss Per Share $ 0.22) $ 0.07) $ — $ (0.04) $ (0.04)
US GAAP Loss Per Share $ 0.22) $ 0.0 $ — $ 0.04) $ (0.04)
Diluted Net Loss Per Share $ 0.22) $ 0.07) $ — $ 0.01) $ (0.04)
Dividends Per Share $ — $ — $ — $ — $ —
Weighted Average Shares! 73,484,000 51,946,000 32,452,000 32,658,000 31,925,000
Working Capital $ 9,071 $ 1274 $ 424 % (73) $ 322
Total Assets $ 26,035 $ 2,350 $ 1,025 $ 52 $ 504
US GAAP Total Assets® $ 26,035 $ 2,350 $ 1,025 $ 52 § 504
Long-Term Debt $ 1,421 $ — 3 — $ — 9 —
Shareholders’ Equity $ 19,387 $ 2,019 $ 926 $ B3 441
US GAAP Shareholders’ Equity? $ 19,387 $ 2,019 $ 926 $ (29) % 441
Capital Stock $ 53,453,739 $ 20,156,740 $ 15,286,816 $ 14,183,450 $ 14,285,450
US GAAP Mineral Properties?3 $ — $ — $ — $ — 3 —
1 Under US GAAP, contingently-cancelable (and escrowed) common shares would not have been included in the calculation of the weighted

average number of shares used to determine EPS. We have no such shares.

2 Under Canadian GAAP, mineral properties may be carried at cost and written-off or written-down if the properties are abandoned, sold, or if
management decides not to pursue the properties. Under US GAAP, mineral properties are carried at the lesser of cost and net realizable value
based on periodic review supported by independent reports. In 2003, we changed our accounting policy to conform to the US GAAP method
and therefore there are no differences between our presentation under Canadian and US GAAP and SEC regulations in our financial
statements.

3 Under US GAAP, long-term investments would be written down to market value on an individual basis and charged to a contra-equity
account for unrealized losses on investments.

All monetary amounts in this annual report are expressed in United States dollars unless otherwise indicated.

D. Risk Factors

An investment in our common shares is speculative and subject to a number of risks. Only those persons who can bear the risk of the entire loss of their
investment should participate. An investor should carefully consider the risks described below and the other information that we file with the SEC and
with Canadian securities regulators before investing in our common shares. The risks described below are not the only ones faced. Additional risks that
we are aware of or that we currently believe are immaterial may become important factors that affect our business in the future. If any of the following
risks occur, or if others occur, our business, operating results, and financial condition could be seriously harmed and our investors may lose all of their
investment.




RISKS RELATING TO OUR BUSINESS
Our metals exploration efforts are highly speculative in nature and may be unsuccessful.

As a pre-feasibility stage company, our work is speculative and involves unique and greater risks than are generally associated with other businesses.
We cannot know if our properties contain commercially viable ore bodies or reserves until additional evaluation work concludes that development of
and production from the ore body is technically, economically, and legally feasible.

There is no known body of commercial ore on the NorthMet Project and there is no certainty that the expenditures made to complete the Definitive
Feasibility Study, or otherwise will establish the existence of a commercial orebody. The development of mineral deposits involves uncertainties,
which careful evaluation, experience, and knowledge cannot eliminate. Although the discovery of an ore body may result in substantial rewards, few
properties explored are ultimately developed into producing mines. It is impossible to ensure that the current pre-feasibility programs we have planned
will result in a profitable commercial mining operation. Significant capital investment is required to achieve commercial production from successful
exploration efforts.

We are subject to all of the risks inherent in the mining industry, including, without limitation, the following:

e Success in discovering and developing commercially viable quantities of minerals is the result of a number of factors, including the
quality of management, the interpretation of geological data, the level of geological and technical expertise and the quality of land
available for exploration;

o Exploration for minerals is highly speculative and involves substantial risks, even when conducted on properties known to contain
significant quantities of mineralization, and most exploration projects do not result in the discovery of commercially mineable
deposits of ore;

o Operations are subject to a variety of existing laws and regulations relating to exploration and development, permitting procedures,
safety precautions, property reclamation, employee health and safety, air and water quality standards, pollution and other
environmental protection controls, all of which are subject to change and are becoming more stringent and costly to comply with;

o A large number of factors beyond our control, including fluctuations in metal prices and production costs, inflation, the proximity
and liquidity of precious metals and energy fuels markets and processing equipment, government regulations, including regulations
relating to prices, taxes, royalties, land tenure, land use, importing and exporting of minerals and environmental protection, and other
economic conditions, will affect the economic feasibility of mining;

o Substantial expenditures are required to establish proven and probable ore reserves through drilling, to determine metallurgical
processes to extract the metals from the ore and, in the case of new properties, to construct mining and processing facilities; and

o If we proceed to the development stage of a mining operation, our mining activities could be subject to substantial operating risks and
hazards, including metal bullion losses, environmental hazards, industrial accidents, labor disputes, encountering unusual or
unexpected geologic formations or other geological or grade problems, encountering unanticipated ground or water conditions, cave-
ins, pit-wall failures, flooding, rock falls, periodic interruptions due to inclement weather conditions or other unfavorable operating
conditions and other acts of God. Some of these risks and hazards are not insurable or may be subject to exclusion or limitation in
any coverage which we obtain or may not be insured due to economic considerations.




As a result of all of these factors, we may run out of money, in which case we will have to suspend or cease operations which could result in the loss of
your investment.

We have had no production history and we do not know if we will generate revenues in the future. If we do not, you may lose your investment.

While we were incorporated in 1981, we have no history of producing minerals. We have not developed or operated any mines, and we have no
operating history upon which an evaluation of our future success or failure can be made. We currently have no mining operations of any kind. Our
ability to achieve and maintain profitable mining operations is dependent upon a number of factors, including:

o our ability to locate an economically feasible mineral property; and

o our ability to either attract a partner to operate, or to successfully build and operate mines, processing plants and related infrastructure
ourselves.

We are subject to all the risks associated with establishing new mining. We may not successfully establish mining operations or profitably produce
metals at any of our properties. As such, we do not know if we will ever generate revenues. If we do not generate revenues, you may lose your
investment in our common stock.

We have a history of losses which we expect to continue into the future. If we do not begin to generate revenues or find alternate sources of
capital, we will either have to suspend or cease operations, in which case you will lose your investment.

As a pre-feasibility stage company that with no holdings in any producing mines, we continue to incur losses and expect to incur losses in the future.
As of January 31, 2006, we had an accumulated deficit of $34,067,125. We may not be able to achieve or sustain profitability in the future. If we do
not begin to generate revenues or find alternate sources of capital, we may either have to suspend or cease operations, in which case you will lose your
investment.

We may not be able to raise the funds necessary to explore our mineral properties. If we are unable to raise such additional funds, we will
have to suspend or cease operations in which case you will lose your investment.

We estimate that approximately $13,000,000 will be required to fund our operations for the next 12 months, which will be primarily used to advance
our NorthMet Project. We may need to seek additional financing from the public or private debt or equity markets to continue our business activities.
We have completed several private placements with certain investors during fiscal 2006, however, we do not know that these investors will continue to
advance funds to us or that our efforts to obtain financing will be successful.

We will need to seek additional financing to complete our development of NorthMet. Sources of such external financing include future equity
offerings, advance payments by potential customers to secure long-term supply contracts, grants and low-cost debt from certain state financial
institutions, and commercial debt secured by the NorthMet project. The failure to obtain such additional financing could have a material adverse effect
on our results of operations and financial condition. We may not be able to secure the financing necessary to sustain exploration and development
activities in the future. If we cannot raise the money necessary to continue to explore and develop our property, we will have to suspend or cease
operations and you could lose your investment.




Our actual mineral resources may not conform to our established estimates.

The figures for mineral resources stated in this Annual Report are estimates and no assurances can be given that the anticipated tonnages and grades
will be achieved or that the indicated level of recovery will be realized. Market fluctuations and the prices of metals may render resources uneconomic.
Moreover, short-term operating factors relating to the mineral deposits, such as the need for the orderly development of the deposits or the processing
of new or different grades of ore, may cause a mining operation to be unprofitable in any particular accounting period.

There is no assurance that any of our mineral resources will ever be classified as reserves under the disclosure standards of the SEC.

Item 4.D of this Annual Report discusses our mineral resources in accordance with Canadian National Instrument 43-101. Resources are classified as
“measured resources”, “indicated resources” and “inferred resources” under NI 43-101. However, U.S. investors are cautioned that the SEC does not
recognize these resource classifications. There is no assurance that any of our mineral resources will be converted into reserves under the disclosure

standards of the United States Securities and Exchange Commission.

Our future activities could be subject to environmental laws and regulations which may have a materially adverse effect on our future
operations, in which case our operations could be suspended or terminated and you could lose your investment.

We, like other pre-feasibility stage companies doing business in the United States and Canada, are subject to a variety of federal, provincial, state and
local statutes, rules and regulations designed:

. to protect the environment, including the quality of the air and water in the vicinity of exploration, development, and mining
operations;

. to remediate the environmental impacts of those exploration, development, and mining operations;
. to protect and preserve wetlands and endangered species; and
. to mitigate negative impacts on certain archeological and cultural sites.

We are required to obtain various governmental permits to conduct exploration at our properties. Obtaining the necessary governmental permits is
often a complex and time-consuming process involving numerous U.S. or Canadian federal, provincial, state, and local agencies. The duration and
success of each permitting effort is contingent upon many variables not within our control. In the context of obtaining permits or approvals, we must
comply with known standards, existing laws, and regulations that may entail greater or lesser costs and delays depending on the nature of the activity to
be permitted and the interpretation of the laws and regulations implemented by the permitting authority. The failure to obtain certain permits or the
adoption of more stringent permitting requirements could have a material adverse effect on our business, operations, and properties and we may be
unable to proceed with our exploration and development programs which will result in the loss of your investment.

Federal legislation and implementing regulations adopted and administered by the U.S. Environmental Protection Agency, Forest Service, Bureau of
Land Management, Fish and Wildlife Service, Mine Safety and Health Administration, and other federal agencies, and legislation such as the Federal
Clean Water Act, Clean Air Act, National Environmental Policy Act, Endangered Species Act, and Comprehensive Environmental Response,
Compensation, and Liability Act, have a direct bearing on U.S. exploration, development and mining operations. Due to the uncertainties inherent in
the permitting process, we cannot be certain that we will be able to obtain required approvals for proposed activities at any of our properties in a timely
manner, or that our proposed activities will be allowed at all.




The process in obtaining federal and local regulatory approvals is increasingly cumbersome, time-consuming, and expensive, and the cost and
uncertainty associated with the permitting process could have a material effect on exploring, developing or mining our properties. Moreover,
compliance with statutory environmental quality requirements described above may require significant capital outlays, significantly affect our earning
power, or cause material changes in our intended activities. Environmental standards imposed by federal, state, or local governments may be changed
or become more stringent in the future, which could materially and adversely affect our proposed activities. As a result of these matters, our operations
could be suspended or cease entirely, in which case you could lose your investment.

Because the price of metals fluctuate, if the price of metals for which we are exploring decreases below a specified level, it may no longer be
profitable to explore for those metals and we will cease operations.

Prices of metals are determined by some of the following factors:

expectations for inflation;
. the strength of the United States dollar;

. global and regional supply and demand; and

political and economic conditions and production costs in major metals producing regions of the world.

The aggregate effect of these factors on metals prices is impossible for us to predict. In addition, the prices of metals are sometimes subject to rapid
short-term and/or prolonged changes because of speculative activities. The current demand for and supply of various metals affect the prices of copper,
nickel, cobalt, platinum, palladium and gold, but not necessarily in the same manner as current supply and demand affect the prices of other
commaodities. The supply of these metals primarily consists of new production from mining. If the prices of copper, nickel, cobalt, platinum, palladium
and gold are, for a substantial period, below our foreseeable costs of production, we could cease operations and you could lose your entire investment.

We may not have adequate, if any, insurance coverage for some business risks that could lead to economically harmful consequences to us.

Our businesses are generally subject to a number of risks and hazards, including:

. industrial accidents;
. railroad accidents;
. labor disputes;

o environmental hazards;

. electricity stoppages;

. equipment failure; and

. severe weather and other natural phenomena.

These occurrences could result in damage to, or destruction of, mineral properties, production facilities, transportation facilities, or equipment. They
could also result in personal injury or death, environmental damage, waste of resources or intermediate products, delays or interruption in mining,
production or transportation activities, monetary losses and possible legal liability. The insurance we maintain against risks that are typical in our
business may not provide adequate coverage. Insurance against some risks (including liabilities for environmental pollution or certain hazards or
interruption of certain business activities) may not be available at a reasonable cost or at all. As a result, accidents or other negative developments
involving our mining, production or transportation facilities could have a material adverse effect on our operations.




The mining industry is an intensely competitive industry, and we may have difficulty effectively competing with other mining companies in the
future.

We face intense competition from other mining and producing companies. In recent years, the mining industry has experienced significant
consolidation among some of our competitors, as a result these companies may be more diversified than us. We cannot assure you that the result of
current or further consolidation in the industry will not adversely affect us.

In addition, because mines have limited lives we must periodically seek to replace and expand our reserves by acquiring new properties. Significant
competition exists to acquire properties producing or capable of producing copper and other metals.

We may experience delays, higher than expected costs, difficulties in obtaining environmental permits and other obstacles when implementing
our capital expenditure projects.

We are investing heavily to further increase our production capacity, logistics capabilities and to expand the scope of minerals we produce. Our
expansion and mining projects are subject to a number of risks that may make them less successful than anticipated, including:

. we may encounter delays or higher than expected costs in obtaining the necessary equipment or services to build and operate our
projects; and

. adverse mining conditions may delay and hamper our ability to produce the expected quantities of minerals.

If we are unable to successfully manage these risks, our growth prospects and profitability may suffer.

RISKS RELATED TO THE OWNERSHIP OF OUR STOCK

We may experience volatility in our stock price, which could negatively affect your investment, and you may not be able to resell your shares
at or above the price you purchased your shares.

Our common shares are listed for trading on the TSX Venture Exchange and, since June 26, 2006, on the American Stock Exchange. Our shareholders
may be unable to sell significant quantities of the common shares into the public trading markets without a significant reduction in the price of the
shares, if at all. The market price of our common shares may be affected significantly by factors such as changes in our operating results, the
availability of funds, fluctuations in the price of metals, the interest of investors, traders and others in small pre-feasibility stage public companies such
as us and general market conditions. In recent years the securities markets have experienced a high level of price and volume volatility, and the market
price of securities of many companies, particularly small capitalization pre-feasibility companies similar to us, have experienced wide fluctuations,
which have not necessarily been related to the operating performances, underlying asset values, or the future prospects of such companies. There can
be no assurance that future fluctuations in the price of our shares will not occur.

A large number of shares will be eligible for future sale and may depress our stock price.

Our shares that are eligible for future sale may have an adverse effect on the price of our stock. As of January 31, 2006 there were 100,173,173 shares
of our common stock outstanding. The average trading volume for the three months prior to January 31, 2006 was less than 100,000 shares per day.
Sales of substantial amounts of common stock, or a perception that such sales could occur, and the existence of options or warrants to purchase shares
of common stock at prices that may be below the then current market price of the common stock, could adversely affect the market price of our
common stock and could impair our ability to raise capital through the sale of our equity securities.




Your ownership interest, voting power and the market price of our common stock may decrease because we have issued, and may continue to
issue, a substantial number of securities convertible or exercisable into our common stock.

We have issued common stock and options, and warrants to purchase our common stock to satisfy our obligations and fund our operations (see Item
5.A). In the future, because we currently do not have a source of revenue, we will likely issue additional shares of common stock, options, warrants,
preferred stock or other securities exercisable for or convertible into our common stock to raise money for our continued operations or as non-cash
incentives to our own and our subsidiaries' directors, officers, insiders, and key employees. If additional sales of equity occur, your ownership interest
and voting power in us will be diluted and the market price of our common stock may decrease.

Under our “rolling” Stock Option Plan which was adopted on October 3, 2003, approved by our shareholders on May 28, 2004, and accepted by the
TSX-Venture Exchange on June 29, 2004, options may be granted equal in number to 10% of the issued and outstanding capital of the Company at the
time of grant of the stock option. As of January 31, 2006 we could issue options to purchase up to 10,017,317 shares. Under our bonus share incentive
plan (the “Bonus Plan”) for our directors and key employees approved by the disinterested shareholders at the Company’s shareholders’ meeting held
on May 28, 2004 we may issue an addition 6,890,000 shares upon achieving certain milestones. On November 4, 2004, the Company adopted, and the
shareholders approved, a revised Bonus Plan limiting the aggregate shares that may be issued under the Bonus Plan and the Company’s Amended
Stock Option plan to not more than 20% of the Company’s issued and outstanding capital at the time of the issuance of options and bonus shares.

Upon any issuances or exercise of options issued, the ownership interests and voting power of existing shareholders may be further diluted.

We have a Shareholders Rights Plan Agreement and certain employment and management contracts that contain provisions designed to
discourage a change of control.

A Shareholders Rights Plan between us and shareholders effective as of December 3, 2003 and certain employment and management agreements
contain provisions that could discourage an acquisition or change of control without our board of directors’ approval. Under the Shareholders Rights
Plan, if a shareholder individually or in concert with other shareholders acquires 20% or more of our common shares outstanding without complying
with the Shareholder Rights Plan or without the approval of our Board of Directors, all holders of record will have a right to one common share for
each share owned. Each right entitles the holder to a certain number of shares, as calculated under the Rights Plan. We have also entered into
agreements with certain key employees and officers that contain severance provisions in the event of a take-over bid. The Rights Plan and the
preceding agreements may make it more difficult for a third party to acquire control of us, even if such a change of control is more beneficial to
shareholders.

Because we believe that we will be classified as a passive foreign investment company (a PFIC), U.S. holders of our common stock may be
subject to United States federal income tax consequences that are worse than those that would apply if we were not a PFIC.

Because we believe that we will be classified as a passive foreign investment company (a PFIC), U.S. holders of our common stock may be subject to
United States federal income tax consequences that are worse than those that would apply if we were not a PFIC, such as ordinary income treatment
plus a charge in lieu of interest upon a sale or disposition of shares of our common stock even if the shares were held as a capital asset. See “Certain
United States Federal Income Tax Consequences.”




ITEM 4. INFORMATION ON THE COMPANY

A. History and Development of the Company

PolyMet Mining Corp. was incorporated in British Columbia, Canada on March 4, 1981, under the name Fleck Resources Ltd., which we changed to
PolyMet Mining Corp. on June 10, 1998.

Our head office is situated at Suite 2350 -1177 West Hastings Street, Vancouver, B.C. V6E 2K3. Our phone number is (604) 669-4701. Our registered
and records office is located at our legal counsel’s offices situated at 1040 - 999 West Hastings Street, Vancouver, B.C. V6C 2W2. Our agent in the
U.S. is Poly Met Mining, Inc. whose office is located at P.O. Box 475, County Road 666,Hoyt Lakes, Minnesota 55750-0475.

We are a reporting issuer in the following Canadian provinces: Alberta, British Columbia, and Ontario. Our common shares have been listed on the
TSX Venture Exchange (TSX V) (formerly the Vancouver Stock Exchange) since April 13, 1984 under the symbol "POM" and also trade on the Over
the Counter Bulletin Board (“OTCBB”) under the symbol “POMGF” in the United States. Since June 26, 2006 our common shares have been listed on
the American Stock Exchange (AMEX) under the symbol “PLM”.

During the years ended January 31, 2006, 2005, and 2004 we spent $11.120 million, $1.623 million and $0.091 million respectively to acquire property
and perform pre-feasibility work primarily on our NorthMet Project located in Minnesota, USA. In addition, during the years ended January 31, 2006
and 2005, we issued shares valued at $7.564 million and $0.229 million, respectively, in optioning and purchasing a nearby crushing and grinding plant
and associated infrastructure (the Erie Plant). We did not issue any shares during 2004 in connection with the acquisition of the Erie Plant.

All of these expenses were incurred at our NorthMet Project located in the State of Minnesota and were funded from the proceeds of equity financings.
With the exception of the Erie Plant acquisition, until the completion of Definitive Feasibility Study , we will expense all expenditures.

B. Business Overview

We are a pre-feasibility stage company engaged in the exploration and future development of natural resource properties. Our primary mineral property
is the NorthMet Project, a polymetallic project located in northeastern Minnesota, USA.

In the years ended January 31, 2006, 2005 and 2004, we conducted exploration and acquisition activities only and did not conduct any operations that
generated revenues. Thus, we rely principally on equity financings to fund out projects and expenditures.

Since 2003, we have focused on commencing commercial production on our NorthMet Project. Our efforts have been on four main areas:

1. Acquiring a large processing facility and associated infrastructure located approximately six miles west of our NorthMet deposit. Under an
agreement dated February 14, 2004, we paid Cliffs Erie LLC, a subsidiary of Cleveland Cliffs, Inc. of Cleveland, Ohio (“Cliffs™), $500,000
and 1,000,000 of our common shares to acquire the exclusive option to purchase the Erie Plant, including certain property, plant and
equipment from Cliffs at any time until June 30, 2006 subject to the payment of an additional $5.0 million within six months of completion of
the Definitive Feasibility Study. During the fiscal year ended January 31, 2006, we and Cliffs agreed to expand the scope of the assets to be
acquired from Cliffs and on November 15, 2005, we exercised this revised option by paying Cliffs an additional 6,200,547 of our common
shares, $1.0 million in cash, and a promissory note for $2.4 million.

2. Environmental permitting. To commence commercial production at NorthMet, various regulatory approvals are needed. Thus, on January 11,
2005, we submitted initial documentation to the Minnesota Department of Natural Resources (the “Minnesota DNR”), the United States
Forest Service (the “USFS”) and the United States Army Corps of Engineers (the “USACE”). These documents and data provided the
information required for preparation of a Draft Scoping Environmental Assessment Worksheet (the “EAW”).




On March 14, 2005, we reached an agreement with the Minnesota DNR, USFS and USACE who agreed to cooperate in preparing a single
Environmental Impact Statement (the “EIS”) under state guidelines issued by the Minnesota DNR.

On October 25, 2005, the Minnesota DNR issued the Final Scoping EAW and related Final Scoping Decision after a period of public review
and comment. These documents define the scope of the EIS and were used to develop a request for proposal (the “RFP™) for third-party
preparation of an EIS that will involve public participation. On April 3, 2006 the Minnesota DNR selected the independent EIS contractor.
The draft EIS is scheduled to be published in November 2006. Following a period of public review and comment, publication of the final EIS
is scheduled by the Minnesota DNR for April 2007 and the determination of adequacy is targeted to be before June 30, 2007.

. Engineering and feasibility. We retained Bateman Engineering Pty. of Brisbane, Australia (“Bateman”) to complete a review of the Scoping
Study for the NorthMet Project and to lead the Definitive Feasibility Study (the “DFS”) as the coordinating consultant. As part of the DFS,
Bateman is responsible for:

Completing the process design and detail engineering and estimates for the plant and infrastructure,
Reviewing environmental permitting,

o Geo-statistical review of the ore body,

e Mine planning and scheduling of ore and waste, and,;

o Assessing marketing of the metals to be mined.

Bateman has sub-contracted some of the work to other specialist companies. In 2005, we received reports from Hellmann & Schofield, a
geologic consulting firm, and Australian Mine and Development, a mine engineering firm, both of which are based in Australia, that provided
a review of the geologic and mine model and mine planning. This work is currently in the process of being updated, with the updated
information to be the basis of the DFS. We anticipate that the DFS will be published before the end of September 2006.

As part of the data assembly that is being used to support the DFS, we have conducted an extensive program of drilling including infill and
geotechnical core drilling that will enhance the quality of our geologic analysis and understanding, enable us to optimize the mine design, and
has provided us with material that has been used in pilot plant testing to optimize the process design.

Our 2005 drill program focused on areas that are expected to be mined in the first 10 years of operations. The objectives of the program were
to:

provide a bulk sample for metallurgical pilot plant test work,

gather geotechnical information for pit design,

enhance the geological model through in-fill drilling,

collect data to support environmental permitting, and

increase confidence in the resource estimate categorization resulting from reduced drill hole and sample spacing.

During the 2005 program we drilled 109 holes totaling 77,166 feet making the cumulative holes drilled to 310 diamond and reverse
circulation holes for an aggregate 261,227 feet. In addition to this latest drill program, we recompiled all prior work begun by U.S. Steel in
1969, thus, increasing the number of samples taken from nearly 12,000 to 17,194. Our latest program added 12,806 samples, making the total
30,000.

10




Moreover, drill spacing in the area to be mined in the first five years has been reduced to an average of 311 feet (from 427 feet) while the 20
year mine plan spacing has been reduced to an average of 360 feet (from 400 feet).

4. Financing and corporate development. During the fiscal year ended January 31, 2006, we completed a series of equity private placements that
raised $22.2 million, net of expenses. Subsequent to the fiscal year end, we obtained approximately $12 million from the exercise of stock
options and stock purchase warrants. These funds will be used to complete our DFS, acquisition of the plant facilities from Cliffs, and for
general corporate purposes, including detailed engineering prior to starting construction on our NorthMet Project.

We have also continued to strengthen our management team at both the corporate level and at our facilities in Minnesota. During the period ended
January 31, 2006, we appointed Douglas Newby as our Chief Financial Officer and also retained a part-time financial controller for our Minnesota
operations.

C. Organizational Structure

We have two wholly owned subsidiaries: (1) Fleck Minerals Inc., incorporated in Ontario, Canada, and (2) Poly Met Mining Inc., incorporated in
Minnesota, USA.

D. Property, Plant and Equipment

Plant

Our Erie Plant comprises a large crushing, grinding and milling facility that was built by LTV Steel in the mid-1950s and processed low grade iron ore
known as taconite that was transported to the facility by railroad from local mines. Since the mid-1960s the plant was operated by Cliffs on behalf of
LTV Steel and processed approximately 100,000 tons per day of taconite ore. The plant was shut down in 2000 when LTV Steel filed for bankruptcy
protection since when it has been maintained initially by Cliffs and, since November 15, 2005, by us. The plant did not operate during the period ended
January 31, 2006. The plant is located approximately six miles west of our NorthMet deposit, about five miles north-northwest of the town of Hoyt
Lakes, itself located about fifteen miles west of Virginia, Minnesota. The plant covers approximately 6,400 acres, or approximately 10.0 square miles.

Before 2000, Cliffs had undertaken numerous programs to update and modernize control systems in the Erie Plant. The plant is generally in good
physical condition and was operating at or near full capacity prior to its closure. We have examined the plant in detail and have restarted certain pieces
of equipment and believe it to be serviceable.

Equipment

All of our material fixed assets are located at the Erie Plant and includes: two rail dump pockets each with a 60” gyratory crusher, 3 x seven-foot
standard cone crushers, 6 x seven-foot short-head crushers, 30 mill circuits each comprising one 12°x 14' rod mill and one 12°x 14" ball mill, 3 x 12'x
24" regrind mills, flotation cells, maintenance facilities and spare parts, extensive conveyors, feeders, bins, auxiliary facilities and offices, established
infrastructure including a 250 MVA high voltage electrical substation, water supply, roads, tailings basins and rail facilities.

We are currently in the environmental process to obtain all necessary permits required to operate the Erie Plant and all the material fixed assets, as
listed above.
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Property - NorthMet Project, Minnesota, USA

Cautionary Note to U.S. Investors

TO CLARIFY, WE HAVE NO PROPERTIES THAT CONTAIN “RESERVES” AS DEFINED BY THE SEC AND WE HAVE PROVIDED
THE FOLLOWING PROPERTY INFORMATION IN ACCORDANCE WITH NATIONAL INSTRUMENT 43-101.

(a) History

The NorthMet Project is located immediately south of the historic Mesabi Iron Range in northeastern Minnesota. Mining in the Iron Range dates back
to the 1850°s when high grade iron ore known as hematite was first mined commercially. During the 1940s and 50s, with reserves of hematite
dwindling, the iron industry began to focus on taconite, a lower-grade iron ore. Six large crushing, grinding, milling facilities were built by various iron
and steel companies to process the taconite, including the Erie Plant that we acquired in November 2005.

Following the discovery of copper and nickel in the 1940s, in the 1960s United States Steel Corporation (“US Steel”) staked ground at what was then
called Dunka Road, now called NorthMet. At that time, the market did not recognize platinum group metals (PGMs) or gold and the market for PGMs
was small because there was no reliable method to assay low grades of these metals. US Steel investigated the deposit as a high-grade, underground
copper-nickel resource, but considered it to be uneconomic based on its inability to produce separate, clean nickel and copper concentrates with the
metallurgical processes available at that time.

In 1987, the Minnesota Natural Resources Research Institute (“NRRI”) published data suggesting that a large resource of platinum group minerals or
PGM’s may be in the base of the Duluth Complex. In 1989, we acquired a 20-year renewable mining lease over the property from US Steel
Corporation and commenced an investigation into the potential for mining and recovery of copper, nickel, and PGM’s. We conducted a program to re-
assay the previous drill core for PGM’s. We entered into joint venture agreements with Nerco and Argosy Mining, which assisted in identifying and
quantifying potential PGM values. However, the challenge of producing separate concentrates of saleable copper and nickel remained.

In the mid-90’s, we began investigating the use of hydrometallurgical processes, including bio-leaching and pressure oxidation. In 1998 we focused on
a hydrometallurgical extractive technology, which led to the development of the PlatSol™ Process. This process uses autoclaves, which are high
temperature, high pressure, oxygen enriched vessels, to oxidize the sulfidic ores and leach the metals therein. This technology has been used
commercially in the copper, nickel and precious metals industries since the 1980s.

In July 2000, we entered into a joint venture arrangement with North Limited (“North™), a major Australian mining company, to advance the NorthMet
Project to commercial production. Under the joint venture arrangement, North had the opportunity to earn an 87.5% interest in the PolyMet Project by
producing a feasibility study and funding 100% of the total capital costs to develop the project.

In August 2000, Rio Tinto Limited (“Rio Tinto”) completed an on-market takeover of North. Subsequently, Rio Tinto decided not to proceed with the
NorthMet project and we exercised our 30-day pre-emptive right, under a “change of control” clause, to terminate the joint venture arrangement.
Consequently, we regained a 100% interest in the NorthMet Project.

Following completion of the metallurgical pilot plant work in November 2000, we commissioned a pre-feasibility study on the project that was
completed in April 2001. The pre-feasibility study included a 50,000 metric tonne per day (55,000 short tpd) operation and assumed the construction of
a new, stand-alone processing plant including metal smelters to produce copper, nickel and cobalt metals on site. The study found the economics of the
NorthMet Project were unacceptably low owing to the capital cost of building a new plant facility combined with low metal prices prevailing at that
time. No further work was done until March 2004, when new management took over our company and commenced a detailed review of the project.
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The new management team believed that the Erie Plant had the potential to substantially reduce the capital cost and to simplify the permitting process
which could improve the project economics.

As of January 31, 2006, we have expended $14.225 million on the acquisition of the Erie Plant. During the two years ended January 31, 2006 we
expended and additional $12.743 million on pre-feasibility work at the deposit and plant. Since inception, we have a cumulative deficit of $34.067
million, most of which has been incurred directly and indirectly in connection with our NorthMet Project. These expenditures supported drilling,
sampling, assaying, environmental, metallurgical testing, and the pre-feasibility studies.

The following diagram illustrates the location of the NorthMet Project.

Figure No. 1
NorthMet Project Map

NorthMet

Minnesata

Mlpls, /5t Poule

(b) Location/Access/Climate

The NorthMet Project land position covers a total of 10,560 acres or 16.5 square miles comprising two areas: the NorthMet mine site totaling 4,160
acres or 6.5 square miles of patented mineral rights and the Erie plant site totaling 6,400 acres or 10.0 square miles of freehold land located
approximately six miles west of the mine site. The property is located in St. Louis County in the Mesabi Range District about 60 miles north of Duluth,
Minnesota. The Project is easily accessible via state and county roads. The surfaced Hoyt Road links the plant to the town of Hoyt Lakes, itself
approximately fifteen miles east of Virginia, Minnesota which is located on State Highway 53. The mine site is accessible by an all-season gravel road
from the plant site and a private railroad crosses the property immediately south of the deposit and runs to the plant site. There is a high-voltage power
line supplied by Minnesota Power that supplies the plant site and there is ready access to industrial electric power at the mine site. Two other railway
lines are located within ten miles and connect with three ports on Lake Superior and into the US national and Trans-Canadian railroad system.

The northern Minnesota climate is continental, characterized by wide variations in temperature. The temperature in the nearby town of Babbit averages
-14°C (7°F) in January and 19°C (66°F) in July. The average annual precipitation is 28 inches with approximately 30% during the months from
November to April and 70% from May through October.

(c) Claims and ownership
(i) NorthMet Lease

Pursuant to an agreement dated January 4, 1989, subsequently amended and assigned, we lease certain lands in covering 4,162 acres or 6.5 square
miles located in St. Louis County, Minnesota, known as the NorthMet Project, from RGGS Land & Minerals Ltd., L.P. During the year ended January
31, 2005, US Steel assigned the lease to RGGS Land & Minerals Ltd., L.P. The current term of the renewable lease is 20 years and calls for future
annual lease payments of $150,000 in January 2007 through 2009.
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We can, at our option, terminate the lease at any time by providing written notice to the lessor at least 90 days prior to the effective termination date or
can indefinitely extend the 20 year term by continuing to making the annual lease payment of $150,000 on each successive anniversary date.

The lease payments are considered advance royalty payments and will be deducted from future production royalties payable to the lessor, which range
from 3% to 5% based on the net smelter return that we receive. Our recovery of the advance royalty payments is subject to the lessor receiving an
amount not less than the amount of the annual lease payment due for that year.

(ii) The Erie Plant

By a Memorandum of Understanding dated December 5, 2003 and an option agreement dated February 14, 2004, we obtained an option (“Cliffs
Option™) to acquire certain property, plant, and equipment (“Cliffs Assets”) from Cleveland Cliffs of Cleveland, Ohio (“Cliffs”) located near our
NorthMet Project. As consideration for the exclusive Cliffs Option, we paid $500,000 prior to January 31, 2004 and issued to Cliffs 1,000,000 common
shares on March 30, 2004, valued at $229,320 to maintain our exclusive rights until June 30, 2006. The option gave us exclusive rights until June 30,
2006 subject to the payment of an additional $5 million to Cliffs with six months of completion of a bankable feasibility study.

On September 15, 2005 we reached an agreement with Cliffs on the terms for the early exercise of our option to acquire 100% ownership of large
portions of the former LTV Steel Mining Company ore processing plant in northeastern Minnesota (the “Asset Purchase Agreement”).

On November 15, 2005, we consummated the Asset Purchase Agreement and completed the acquisition thereunder. The property, plant, and
equipment assets we now own include land, crushing, milling, and flotation capacity, complete spare parts, plant site buildings, real estate, tailings
impoundments and mine work shops, as well as access to extensive mining infrastructure.

The consideration for the Asset Purchase Agreement was $1.0 million in cash, the issuance of 6,200,547 of our common shares (issued on November
15, 2005, at fair market value of $7,564,444), and a note for the balance of $2.4 million that will be paid in quarterly installments of $250,000 for a
total of $2.5 million, which includes interest of $100,000. The quarterly payments are due starting on March 31, 2006 and every three months
thereafter. As of June 30, 2006 the first two payments have been made. As of January 31, 2006, $20,515 of accrued interest has been capitalized as part
of the cost of the NorthMet Project assets.

The Erie Plant

As set forth under the Asset Purchase Agreement, we have assumed certain ongoing site-related environmental and reclamation obligations of Cliffs in
connection with the Erie Plant. Once we obtain our permit to mine and Cliffs is released from its obligations by certain state agencies, we will be
directly obligated to comply with applicable environmental and reclamation obligations. Prior to Cliffs acquisition of the plant from LTV Steel and
prior to our acquisition of the plant from Cliffs, both Cliffs and we undertook environmental assessments and concluded that there were no material
liabilities other than the ultimate closure and reclamation of the site. Until operating permits are granted to us, Cliffs remains the named party of record
for such obligations although, as part of the Asset Purchase Agreement, we have indemnified Cliffs for such costs. As of January 31, 2006 we estimate
that liability to be approximately $12.445 million and, based on the expected timing of such payments, our cost of capital, and anticipated inflation
rates, we made a provision of $2.511 million in our financial statements for that date.

Under the terms of the agreement Cliffs will have the right to participate on a pro-rata based on their ownership of 6.2% of our outstanding common
shares in future cash equity financings.
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As of January 31, 2006, we do not have any producing mines, thus, we are not yet utilizing the Erie Plant.

The Erie Plant comprises a large crushing, grinding and million facility that was built by LTV Steel in the mid-1950s and processed low grade iron ore
known as taconite that was transported to the facility by railroad from local mines. Since the mid-1960s the plant was operated by Cliffs on behalf of
LTV Steel and processed approximately 100,000 tons per day of taconite ore. The plant was shut down in 2000 when LTV Steel filed for bankruptcy
protection since when it has been maintained initially by Cliffs and, since November 15, 2005, by us. The plant did not operate during the period ended
January 31, 2006.

The plant is located approximately six miles west of our NorthMet deposit, about five miles north-northwest of the town of Hoyt Lakes, itself located
about fifteen miles west of Virginia, Minnesota. The plant covers approximately 6,400 acres, or approximately 10.0 square miles, and is powered by
electricity from local power lines.

The total plant facilities include two rail dump pockets, each with a 60” gyratory crusher, 3 x seven-foot standard cone crushers, 6 x seven-foot short-
head crushers, 30 mill circuits each comprising one 12°x 14' rod mill and one 12’x 14" ball mill, 3 x 12'x 24" regrind mills, flotation cells, maintenance
facilities and spare parts, extensive conveyors, feeders, bins, auxiliary facilities and offices, established infrastructure including a 250 MVA high
voltage electrical substation, water supply, roads, tailings basins and rail facilities.

Until the plant was closed in 2000, Cliffs had undertaken numerous programs to update and modernize control systems. The plant is generally in good
physical condition and was operating at or near full capacity prior to its closure. We have examined the plant in detail and have restarted certain pieces
of equipment and believe it to be serviceable.

We plan to use less than one third of the historic productive capacity to crush and grind material that we expect to mine from the NorthMet deposit. We
intend to construct new facilities to recover copper metal, nickel and cobalt concentrates, and precious metal precipitates. These new facilities replace
the equivalent facilities used historically to recover iron from the taconite, which are not applicable to our anticipated metal products.

We are currently completing a DFS in connection with these plans, which we expect to be completed before the end of September 2006. A scoping
study completed in 2004 for a 27,500 ton per day facility indicated a capital cost of $235 million. Since then we have expanded the scale and scope of
the plant and will likely be affected by the general cost of inflation in mining equipment supplies. Assuming the completed DFS is positive and the
timely receipt of the operating permits, we anticipate commencing construction in the third quarter of 2007 and commencing production approximately
one year later.

(d) Permitting and Environmental

The environmental review process in the State of Minnesota is reasonably well-defined. Various permits from state and federal authorities will be
necessary. An Environmental Impact Statement will be required, with the Minnesota Department of National Resources as the lead agency.

Two winter wildlife studies, wetland and plant species evaluations, and preliminary geohydrology and rock geochemistry studies were completed in
1999, 2000, and 2001. These environmental studies are important to future permitting efforts.

We commenced the permitting process in early 2004. As of January 31, 2006, we had spent approximately $3.146 million on environmental and
permitting activities and we anticipate spending an additional $5.0 million to complete this work.

On February 7, 2006, we announced that the St. Louis County Board of Commissioners had approved our plan to mitigate approximately 1,200 acres
of wetlands that would be disturbed by our mining operations on the NorthMet property. Under this plan, we will restore to wetlands status
approximately 3,260-acres of drained, partially drained, and existing wetlands primarily on tax-forfeited land in the southwestern corner of St. Louis
County, Minnesota, the county in which the project is located.
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On March 28, 2006, we executed a formal wetlands restoration agreement with St. Louis County that will create a "wetlands bank" to be share with St.
Louis County that will provide a new source of revenue from tax-forfeited acreage that historically has produced little public revenue.

The St. Louis County wetlands restoration project will require the approval by the DNR as well as the USACE.

This approach replaces the former plan to swap land with the USFS that would have required us to acquire a much larger area of designated wetlands
that typically costs significantly more per acre than tax-forfeit land.

(e) History of Exploration

Prospectors first discovered copper and nickel near Ely, Minnesota about 20 miles north of NorthMet in the 1940’s. Subsequently, the Bear Creek
Mining Company conducted a regional exploration program resulting in the discovery of the Babbitt deposit (northeast of NorthMet). US Steel staked
an exploration program in the Duluth Complex in the late 1960’s and over the next few years drilled 112 core holes into the NorthMet property (then
called Dunka Road).

In 1987, the Minnesota NRRI published data suggesting the presence of a large resource of PGM’s in the base of the Duluth Complex and, in 1989 we
commenced an investigation into the potential for mining and recovery of copper, nickel, and PGM’s. We re-assayed pulps and rejects from the
previous US Steel drilling to obtain data on the PGM’s.

In the early 1990’s we leased the NorthMet property first to Nerco Minerals and later to Argosy Mining which continued to delineate the contained
PGM’s and drilled a few additional core holes.

From 1998 to present, we have conducted four drilling programs totaling 196 holes for approximately 126,700 ft. of core and reverse circulation
drilling. The fourth program comprising 109 holes totaling 77,200 feet was completed in the fiscal year ended January 31, 2005 and, combined with
earlier drilling, brings the total to 310 diamond and reverse circulation holes aggregating to more than 261,000 feet. In addition, we have meticulously
recompiled all prior work started by US Steel in 1969, increasing the number of samples from nearly 12,000 to 17,194. The 2005 program added
12,806 samples, bringing the total to 30,000 samples.
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Cautionary Note to United States Investors Concerning Estimates of Measured, Indicated and Inferred Resources

This section uses the terms "measured resources,” "indicated resources,” and "inferred resources.” We advise United States investors that while these
terms are recognized and required by Canadian regulations (under National Instrument 43-101 Standards of Disclosure for Mineral Projects), the SEC
does not recognize them. United States investors are cautioned not to assume that any part or all of the mineral deposits in these categories will
ever be converted to reserves. In addition, “inferred resources” have a great amount of uncertainty as to their existence and economic and legal
feasibility. It cannot be assumed that all or any part of an Inferred Mineral Resource will ever be upgraded to a higher category. Under Canadian Rules,
estimates of Inferred Mineral Resources may not form the basis of Feasibility or Pre-Feasibility Studies, or economic studies except for a Preliminary
Assessment as defined under 43-101. United States investors are cautioned not to assume that part or all of an inferred resource exists, or is
economically or legally mineable.

The resource estimates included in the Pre-feasibility Study of April 2001 and prepared by Independent Mining Consultants Inc. of Tucson (“IMC”)
are shown in the table below.

Ktonnes % Average Grades
Above Of NSR CuEq Cu Ni Co Pd Pt Au
Geological Resource Above $7.42 cuttoff Cutoff Total US$/t % % % g/t gt % glt
Measured 201,653 46.8% 11.97 0.878 0.364 0.099 71.20 0.354 0.095 0.049
Indicated 133,853 31.0% 1241 0.939 0.379 0.096 66.77 0.384 0.110 0.055
Inferred 95,653 222% 12.74 0.998 0.387 0.095 62.76 0.424 0.123 0.059
Total 431,159 12.27 0.924 0.374 0.097 67.95 0.379 0.106 0.053

The drilling to date has been adequate to complete the pre-feasibility level work and is supporting the detailed planning for the DFS.

(f) Geology and Mineralization

The geology of northeastern Minnesota is predominantly Precambrian in age. Approximately 1.1 billion years ago, intra-continental rifting resulted in
mafic volcanics and associated intrusions along a portion of the Midcontinent Rift System, which extends through the Lake Superior Region to Kansas.
The Midcontinent Rift consists of three parts: thick lava flows, intrusive rock and overlying sedimentary rock. There are three major intrusive
complexes: the Coldwell Complex of Ontario, the Mellen Complex along the south shore of Lake Superior and the Duluth complex along the north
shore.

The Duluth Complex hosts the NorthMet mineralization. The Complex extends in an arcuate belt from Duluth to the northeastern tip of Minnesota.
Emplacement of the intrusion appears to have been along a system of northeast-trending normal faults that form half-grabens stepping down to the
southeast. The magma was intruded as sheet-like bodies along the contact between the Early Proterozoic sedimentary rocks of the Animikie Group and
the basaltic lava flows of the North Shore Volcanic Group.

The Duluth Complex is represented by the Partridge River Intrusion which overlays the Biwabik Iron Formation - the Partridge River Intrusion can be
sub-divided into seven lithologic units:

o Unit 7 and Unit 6 — texturally homogeneous plagioclase-rich troctolite, each with a persistent ultramafic base. Unit 6 contains a mineralized
horizon in the southwestern portion of NorthMet which is relatively enriched in PGM’s relative to copper. Units 6 and 7 are each about 400 ft.
thick and form the shallowest units.
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e Unit 5 — coarse grained anorthositic troctolite (300 ft.) grading down to Unit 4.

e Unit 4 — homogeneous augite troctolite and troctolite, with a less persistent ultramafic horizon. The contact between 4 and 5 is difficult to
establish and the two units may actually be a single unit.

e Unit 3 — the most easily recognized unit because of its mottled appearance due to olivine oikocrysts. It is fine grained troctolitic anorthosite to
anorthositic troctolite. Average thickness is 250 ft. but locally can be up to 500 ft.

¢ Unit 2 — homogeneous troctolite with abundant ultramafic units and a generally persistent basal ultramafic. This unit shows the most variation
in thickness and may be absent entirely.

e Unit 1 - the most heterogeneous unit, both texturally and compositionally. Grain size is generally coarser at the top of the unit and fines
downward. The unit contains abundant inclusions of the footwall rock and is noritic towards the base. This is the main sulfide bearing unit.
Two ultramafic layers are generally present. Unit 1 is probably the result of multiple pulses of magma injection. Average thickness is about
450 ft.

The general trend of the sedimentary rocks at the NorthMet deposit is to strike to the east-northeast and to dip to the southeast about 15-25°, and the
Partridge River Intrusion appears to follow this general trend. Two east-northeast trending faults have been identified through the construction of cross
sections. The faults are steeply dipping and normal in character; offset ranges from negligible to 600 ft. down to the southeast. A third major fault has
been identified in the western portion of the area and can be traced to the Northshore Mine in the north. Movement on this fault is down to the east.
Numerous other faults can be identified in the cross-sections, but offset is small and they lack continuity. The cross-sectional view shows considerable
offset in the more southerly fault, and less offset on the more northerly fault. This relationship can vary over the strike of the deposit.

There are two types of mineralization related to the rift system: hydrothermal and magmatic. The hydrothermal deposits include native copper in
basalts and sedimentary interbeds, such as on the Keewenaw Peninsula, sediment-hosted copper sulfide and native copper, represented by the White
Pine Mine of Michigan, copper sulfide veins in volcanics and polymetallic veins (silver-nickel-cobalt) in volcanics. The magmatic deposits include
copper-nickel-PGM mineralization and titanium-iron mineralization in the Duluth complex, uranium and rare earth elements in carbonatites and Cu-
Mo in breccia pipes. More locally the magmatic deposits lie along the northwestern contact of the Duluth Complex with the underlying sediments and
Giants Range Batholith. NorthMet and the Babbit (or Minnamax) deposits are the largest of the copper-nickel- PGM mineralization.

The majority of the rock at NorthMet is unaltered, with a minor alteration found along fractures and micro-fractures, consisting of serpentine, chlorite
and magnetite replacing olivine, uralite and biotite replacing pyroxene, and sausserite and sericite replacing plagioclase. Sulfide mineralization does
not appear to be directly related to the alteration.

The metals of interest at NorthMet are copper, nickel, cobalt, platinum, palladium, gold and lesser amounts of rhodium and ruthenium. In general, the
metals are positively correlated with copper mineralization, cobalt being the main exception. Mineralization occurs in four horizons throughout the
NorthMet property. Three of these horizons are within basal Unit 1 and in some drill holes the horizons are indistinguishable from each other. The
thickness of each of the three horizons varies from 5 to more than 200 feet. Unit 1 mineralization is found throughout the deposit. A less extensive
mineralization zone is found in Unit 6 and it is relatively enriched in PGM’s compared to Unit 1.

Sulfide mineralization consists of chalcopyrite, cubanite, pyrrhotite and pentlandite with minor bornite, violarite, pyrite, sphalerite, galena, talnakhite,
mackinawite and valleriite. Sulfide minerals occur mainly as blebs interstitial with plagioclase, olivine and augite grains, but also occur within
plagioclase and augite grains, as intergrowths with silicates, or as fine veinlets. The percentage of sulfides varies from trace to about 5%. Palladium,
platinum and gold are associated with the sulfides.
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The NorthMet deposit has been identified over a length of approximately 2.5 miles, has been found to a depth of more than 1,000 feet, and is several
hundred feet thick. It is covered by a thin layer of glacial till but otherwise reaches to the subsurface.

The NorthMet property is without known reserves, as defined by the U.S. securities laws.

(9) Exploration and Development Plans

We believe that we have completed exploration work required for the initial phases of production at NorthMet, however, we may need to conduct
further in-fill drilling during the anticipated life of the project. The exploration work is being compiled in the DFS which is considering the commercial
viability of an open-pit mine. The DFS is contemplating construction of a project mining an average of approximately 70,000 tons of rock per day and
processing approximately 32,000 tons per day through the Erie Plant. The finely ground material from the Erie Plant would then be processed through
a new hydrometallurgical plant to produce copper metal, nickel-cobalt concentrates, and a precious metals precipitate.

(h) Regulations and Government Rules

The mining industry has been subject to increasing government controls and regulations in recent years. We have obtained all necessary permits for
exploration work performed to date and anticipate no material problems obtaining the necessary permits to proceed with further development.

ITEM 4A. UNRESOLVED STAFF COMMENTS

Not applicable.

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

(a) Operating Results

This discussion and analysis should be read in conjunction with our consolidated financial statements. Our reporting currency is the United States
dollar and our financial statements are prepared in accordance with Canadian Generally Accepted Accounting Principles (GAAP); however, there are
no material differences between U.S. GAAP and Canadian GAAP with regard to our financial statements. All amounts in this discussion and in the
consolidated financial statements are expressed in United States dollars, unless identified otherwise.

Summary of Events During the Fiscal Year Ended January 31, 2006

During the fiscal year ended January 31, 2006, we continued to advance our NorthMet Project including environmental and permitting matters, a phase
I drilling program which extracted metallurgical ore samples, a phase I1 drilling program to complete the planned 90,000 feet of in-fill drill required to
add definition to the resource, process design, an integrated pilot plant to demonstrate the process, upgrading resource models, a new mine plan and
negotiations with prospective industry partners for strategic off-take agreements.

Also during the year, we commissioned and received two National Instrument 43-101 technical reports. The first reported a revised resource model
based on a geological and drill-hole database, which has been updated and contains over 17,000, validated assayed intervals. The second described a
revised mine plan showing an improved ore extraction schedule compared to previously published reports.

19




The goals for the 2005 drill program were met which included:

e a 40 ton bulk sample for metallurgical pilot plant test work representing the 10 year mining envelope was successfully processed at SGS
Lakefield Laboratories in Ontario during the latter part of 2005;

o compilation of geotechnical information for pit slope design and pit slope stability studies by Golder Associates;

o enhancement of the comprehensive geological model through in-fill drilling, a new detailed geological and assay model which incorporates all
completed work from 2005, the results of which continue to contribute to the ongoing resource evaluation and pit design work;

o confirmation of continuity of metal grades;
o collection of data supporting the environmental permitting; and
o the improvement in the confidence of the resource estimate categorization, resulting from reduced drill hole and sampling space.

On November 15, 2005, we completed the early exercise of our option with Cleveland Cliffs, Inc. through our Minnesota subsidiary, Poly Met Mining,
Inc. We now own 100% of the Erie Plant. Under the asset acquisition agreement we signed a note for $2.4 million from Cliffs and paid an addition
$1.0 million in cash, in addition to the $500,000 we paid to acquire the exclusive option in 2004. . We also issued 6,200,547 of our common shares to
Cliffs, in addition to the 1,000,000 shares issued previously to Cliffs as part of the option payment. Upon receipt of certain operating permits, we will
assume from Cliffs ongoing site-related environmental and reclamation obligations and we have indemnified Cliffs for certain on-going liabilities at
the Erie Plant prior to receipt of permits. The remaining cash component of the payment of $2.4 million plus interest will be paid from working capital
in ten quarterly installments of $250,000.

With a total of 7,200,547 shares, as of January 31, 2006, Cliffs now holds approximately 6.2% of our common stock outstanding. Cliffs continues to
have the right to participate on a pro-rata basis in future equity financings. We have the first right of refusal to acquire Cliff’s shares should Cliffs wish
to dispose of its interest.

Our NorthMet Project is in the closing stages of its DFS and is scheduled to begin commercial operations in mid 2008. We have decided to expand the
scope of the DFS to cover an initial mining rate of 32,000 short tons (29,500 metric tonnes) per day, which is the size which is being permitted. At this
production rate, the project will provide full-time employment for at least 400 people. The NorthMet project will produce London Metal Exchange- or
Comex-grade copper cathode on site and concentrates for sale off-site comprising: nickel- and cobalt-hydroxides and a platinum, palladium and gold
precipitate.

The NorthMet Project commenced environmental permitting activities in February 2004 and is currently undergoing intense state and federal
environmental review. We submitted an environmental assessment worksheet to the State of Minnesota regulators in August 2005. This EAW step
provides essential information to advance the state’s environmental review process and leads directly to the environmental impact statement and
permits to build. The EIS process was simplified on March 14, 2005 when we reached a memorandum of understanding (“MOU”) with federal and
state regulators to cooperate in preparing a single EIS on the NorthMet Project. Signatories to the MOU include the U.S. Army Corps of Engineers
(“USACE”), U.S. Forest Service (“USFS”), Minnesota Department of Natural Resources (“MDNR”) and our U.S. based subsidiary, Poly Met Mining,
Inc. The MOU provides that the lead state and federal agencies will be the MDNR and USACE, respectively, and that the USFS will be involved as a
cooperating agency. Since a large component of our plan involves the reactivation of the “brown fields” LTVSMC plant and infrastructure, the
permitting process has been dramatically simplified compared to a “green fields” project.

The Minnesota Pollution Control Agency will also be substantially involved in air and water permitting.
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The lead agencies will jointly develop a scope of work for EIS preparation and evaluate MDNR’s selection of a third party contractor which will be
hired by the state at our expense to prepare the EIS.

We continue to negotiate with several major companies for the off-take of the nickel-cobalt hydroxide.

Change in Accounting Policy

Variable Interest Entities. Effective February 1, 2005, we adopted the recommendations of Canadian Institute of Chartered Accountants (“CICA”)
Handbook Accounting Guideline 15 (AcG-15), Consolidation of Variable Interest Entities, effective for annual and interim periods beginning on or
after November 1, 2004. Variable interest entities (VVIEs) refer to those entities that are subject to control on a basis other than ownership of voting
interests. AcG-15 provides guidance for identifying VIEs and criteria for determining which entity, if any, should consolidate them. Adoption of this
accounting policy has not affected our financial statements.

Impairment of Long-Lived Assets. We have adopted CICA Section 3063 “Impairment of Long-Lived Assets”. This statement establishes standards for
the recognition, measurement and disclosure or the impairment of non-monetary long-lived assets, including property, plant and equipment, intangible
assets with finite useful lives, deferred pre-operating costs and long-term prepaid assets. The adoption of this standard did not have a material impact
on our financial position or results of operations.

Summary of Operating Results

As of January 31, 2006, we operated in one segment, the exploration of the base and precious metals at its NorthMet Project in Minnesota, United
States. Other reconciling adjustments comprise general and administrative costs, stock based compensation expense, financing expenses, foreign
exchange interest income, assets, purchase of property, plant and equipment and amortization reported by the Canadian head office.

NorthMet Other
Project in reconciling
U.S. adjustments Consolidated

2006

Segment operating loss $ 11,406,553 $ 4522984 $ 15,929,537
Purchase property, plant and equipment $ 2201 $ 8,142 $ 10,343
Other assets $ 13,495,647 $ — 3 13,495,647
Identifiable assets $ 14,381,120 $ 11,654,116 $ 26,035,236
2005

Segment operating loss $ 1,855,631 $ 1,920,706 $ 3,776,337
Purchase property, plant and equipment $ 12,028 $ 3810 $ 15,838
Other assets $ 729,320 $ — $ 729,320
Identifiable assets $ 986,065 $ 1,364,099 $ 2,350,164
2004

Segment operating loss $ 124,473  $ 22327 $ 146,800
Purchase property, plant and equipment $ — $ 2,061 $ 2,061
Other assets $ 500,000 $ — 3 500,000
Proceeds on sale of resource property $ — 3 219925 $ 219,925
Proceeds on disposal of property, plant and equipment $ 33331 % — $ 33,331
Identifiable assets $ 505,500 $ 519,437 $ 1,024,937
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Year ended January 31, 2006 compared with the year ended January 31, 2005

Overall. Our focus for the fiscal year ended January 31, 2006, was to advance the feasibility study, to complete a drill program, conduct pilot plant
testing, and advance the environmental and permitting process at the NorthMet project. We expanded our operations in Minnesota by retaining several
key consultants to assist in the completion of the environmental study and permitting requirements of the project. We raised $22.2 million in new
equity and we acquired the Cliffs Assets from Cliffs.

Loss for the year. We recorded a loss in the year ended January 31, 2006 of $15,929,537 ($0.22 per share) compared to a loss of $3,776,337 ($0.07 per
share) in 2005 and a loss of $146,800 ($0.00 per share) in 2004. The increase in the net loss for the year was primarily attributable to the increased
level of work, our accounting policy of expensing the costs of pre-feasibility work related to the NorthMet Project of $11,120,145 ($1,622,983 in the
fiscal year ended January 31, 2005), and an increase in general and administrative costs including non-cash stock compensation expense of $3,523,324
($992,658 in the fiscal year ended January 31, 2005).

Pre-feasibility costs. During 2006 we expended $11,120,145 in exploration, pre-feasibility and lease payments compared to $1,622,983 in 2005 and
91,616 in 2004. The substantial increase was a result of our direct participation in the environmental and permitting advancement at the NorthMet
Project.

Administrative fees and wages. Our administrative fees and wage expense for the year ended January 31, 2006 was $207,650 representing an
increase of approximately 97% compared to administrative fees and wage expense of $105,449 for the year ended January 31, 2005. The increase is
primarily the result of increased compensation paid to employees.

Consulting fees. Consulting fees for the year ended January 31, 2006 was $388,900 representing an increase of approximately 5% compared to
consulting fees of $370,815 for the year ended January 31, 2005. The increased in consulting fees during the fiscal year ended January 31, 2006, is due
to the hiring of several consultants for investor relations and communications activities and financial and accounting services.

Interest Income. Interest income for the year ended January 31, 2006 was $148,036 representing an increase of approximately 6,565% compared to
interest income of $2,221 for the year ended January 31, 2005. The interest income earned during the fiscal year ended January 31, 2006, is primarily
from higher cash balances held on deposit during the most recent period.

Management fees. Management fees for the year ended January 31, 2006 was $129,483 representing a decrease of approximately 8% compared to
management fees of $141,270 for the year ended January 31, 2005. The management fees incurred during the fiscal year ended January 31, 2006,
derive from payments made for management services.

Stock-based compensation expense. Stock-based compensation expense for the year ended January 31, 2006 was $3,523,324 representing an
increase of approximately 255%% compared to stock-based compensation expense of $992,658 for the year ended January 31, 2005. The stock-based
compensation expense incurred during the fiscal year ended January 31, 2006 is the result of issuing 3,580,000 options to directors, officers,
consultants, and employees, which is 1,035,000 more options than the 2,545,000 options issued during the year ended January 31, 2005, combined with
a greater value per option based on the Black-Scholes calculation. These additional incentive options were part of our overall plan to lin corporate
development and shareholder value.
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Year ended January 31, 2005 compared with the year ended January 31, 2004

Overall. Our focus for the year ended January 31, 2005, was to further advance the environmental and permitting process and to commence a diameter
core drill program at the NorthMet project. We expanded our operations in Minnesota by retaining several key consultants to assist in the completion
of the environmental study and permitting requirements of the project. In addition we initiated negotiations to secure off take partnership agreements.

Loss for the year. We recorded a loss in the year ended January 31, 2005 of $3,776,337 ($0.07 per share) compared to a loss of $146,800 ($0.00 per
share) in 2004 and a loss of $471,679 ($0.01 per share) in 2003. The increase in the net loss for the year was primarily attributable to the increased
level of work, our accounting policy of expensing the costs of pre-feasibility work related to the NorthMet Project of $1,622,983 ($91,616 in the fiscal
year ended January 31, 2004), and an increase in general and administrative costs including non-cash stock compensation expense of $992,658
($55,048 in the fiscal year ended January 31, 2004).

Pre-feasibility costs. During 2005 we expended $1,622,983 in exploration, pre-feasibility and lease payments compared to $91,616 in 2004 and
112,318 in 2003. The substantial increase was a result of our direct participation in the environmental and permitting advancement at the NorthMet
Project.

Administrative fees and wages. Our administrative fees and wage expense for the year ended January 31, 2005 was $105,449 representing an
increase of approximately 228% compared to administrative fees and wage expense of $32,120 for the year ended January 31, 2004. The increase is
primarily the result of increased corporate activity.

Consulting fees. Consulting fees for the year ended January 31, 2005 was $370,815 representing an increase of approximately 1,643% compared to
consulting fees of $21,278 for the year ended January 31, 2004. The increase in consulting fees is mainly due to the hiring of several consultants in
response to increased corporate activity.

Interest Income. Interest income for the year ended January 31, 2005 was $2,221 as compared to interest expense of $380 for the year ended January
31, 2004. The interest income earned during the fiscal year ended January 31, 2005, is primarily from maintaining higher cash balances during the
period.

Management fees. Management fees for the year ended January 31, 2005 was $141,270 representing an increase of approximately 170% compared to
management fees of $52,388 for the year ended January 31, 2004. The increase in management fees incurred during the fiscal year ended January 31,
2005, is the result of payments to for increased management services based on increased corporate activity.

Stock-based compensation expense. Stock-based compensation expense for the year ended January 31, 2005 was of $992,658 representing an
increase of approximately 1,703% compared to stock-based compensation expense of $55,048 for the year ended January 31, 2004. The stock-based
compensation expense incurred during the fiscal year ended January 31, 2005 is the result of issuing 2,545,000 options to directors, officers,
consultants, and employees, which is 46,500 fewer options than the 2,591,500 options issued during the year ended January 31, 2004. However, the
per-option expense based the Black-Scholes calculation was significantly greater in the fiscal year ended January 31, 2005. These additional incentive
options were issued as part of our overall plan to line up corporate development and shareholder value.
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Year ended January 31, 2004 compared with the year ended January 31, 2003

Overall. Our primary objective for the fiscal year ended January 31, 2004 was to achieve certain milestones with respect to the NorthMet project. We
were successful in obtaining the option to acquire the Cliffs-Erie facility, which if exercised will significantly reduce the capital costs for the project. In
addition an independent scoping study on the NorthMet project was completed integrating the Cliffs-Erie facility and its impact on the overall pre-
feasibility capital costs. Expenditures of $500,000 were made to obtain the option to acquire the Cliffs-Erie facility. During March 2004, upon receipt
of regulatory approval of the option agreement, we issued 1,000,000 common shares to maintain the exclusive rights under the option until June 30,
2006.

With our focus on the NorthMet project, we reached an agreement for the sale of Marathon leases and related land for proceeds of $250,000.

Loss for the year. We recorded a loss in the year ended January 31, 2004 of $146,800 ($0.00 per share) compared to a loss of $471,679 ($0.01 per
share) in 2003 and a loss of $1,155,762 in 2002 ($0.02 per share). The decrease in the net loss for the year was primarily attributable to the decreased
level of work, at our NorthMet project.

Pre-feasibility costs. During 2004 we expended $91,616 in exploration, pre-feasibility and lease payments compared to $112,318 in 2003 and $606,162
in 2002. The decrease was a result of reduced work during the period leading up to the hiring of a new management team.

Administrative fees and wages. Our administrative fees and wage expense for the year ended January 31, 2004 was $32,120 representing a decrease of
approximately 78% compared to administrative fees and wage expense of $143,146 for the year ended January 31, 2003. The decrease is primarily the
result of a substantial reduction in operations and activity.

Consulting fees. Consulting fees for the year ended January 31, 2004 was $21,278 representing a decrease of approximately 22% compared to
consulting fees of $27,267 for the year ended January 31, 2003. The decrease in consulting fees is mainly due to reduced corporate activity during our
transition to our new management team.

Interest expense. Interest expense for the year ended January 31, 2004 was $380 as compared to interest expense of $589 for the year ended January
31, 2003. The interest expense during the fiscal year ended January 31, 2004, is primarily from short-term overdraft fees.

Foreign Currency

The impact of foreign currency fluctuations between the U.S. dollar and the Canadian dollar are not material on us. We currently do not engage in any
hedging activities intended to minimize the effect of currency fluctuations.

(b) Liquidity And Capital Resources

Financing Activities

During the year ended January 31, 2006, we completed:

. a non-brokered private placement for 3,544,657 units at a price of CDN$1.40 per unit. Each unit consisted of one common share and
one half of one share purchase warrant. One full warrant entitles the holders, on exercise, to purchase one additional common share
of ours at a price of CDN$2.00 per warrant share at any time until the close of business on the day which is 18 months from the date
of closing, provided that if the closing price of the our shares as traded on the Toronto Stock Exchange (the “Exchange”) is over
CDN#$2.50 per share for 20 consecutive trading days, the Warrants will terminate 30 days thereafter;
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. a non brokered private placement for 6,672,219 units at a price of CDN$0.90 per unit. Each unit consisted of one common share and
one half of one share purchase warrant. One full warrant entitles the holders, on exercise, to purchase one additional common share
of ours at a price of CDN$1.25 per warrant share at any time until the close of business on the day which is 30 months from the date
of closing, provided that if the closing price of our shares as traded on the Exchange is over CDN$2.50 per share for 20 consecutive
trading days, the warrants will terminate 30 days thereafter; and

. a brokered private placement for 9,277,777 units at a price of CDN$0.90 per unit. Each unit consisted of one common share and one
half of one share purchase warrant. One full warrant entitles the holders, on exercise, to purchase one additional common share of
ours at a price of CDN$1.25 per warrant share at any time until the close of business on the day which is 30 months from the date of
closing, provided that if the closing price of our shares as traded on the Exchange is over CDN$2.50 per share for 20 consecutive
trading days, the warrants will terminate 30 days thereafter.

. a non brokered private placement for 9,000,000 units at a price of CDN$0.55 per unit. Each unit consisted of one common share and
one half of one share purchase warrant. One full warrant entitles the holders, on exercise, to purchase one additional common share
of ours at a price of $0.70 per warrant share at any time until the close of business on the day which is 24 months from the date of
closing, provided that if the closing price of the our shares as traded on the Exchange at or exceed $1.00 per share for 30 consecutive
trading days, the Warrants will terminate 30 days thereafter;

In addition to the financings during the year ended January 31, 2006, we also issued:

. 5,700,628 shares pursuant to the exercise of 5,700,628, share purchase warrants for total proceeds of $3,296,143; and
. 1,795,852 shares pursuant to the exercise of stock options for total proceeds of $196,988.

During the year ended January 31, 2005, we issued:

. 5,277,574 share purchase warrants were exercised at exercise prices between CDN$0.10 - CDN$0.25 for proceeds of $828,554;

o stock options in the amount of 1,088,400 were exercised at prices between CDN$0.08 - CDN$0.13 per share for proceeds of
$81,383;

. a private placement for 1,550,000 units at a price of CDN$0.80 per unit and a private placement for 1,250,000 units at a price of

CDNS$0.80 per unit for total proceeds of $1,733,984; and

. subsequent to our year-end, a private placement for 9,000,000 units at CDN$0.55 per unit for net proceeds of $3,831,795 was
completed of which $762,804 was deposited prior to January 31, 2005.

Year Ended January 31, 2006

Our operating activities used cash of $10,845,532 during the fiscal year ended January 31, 2006 as compared to using cash of $2,575,732 during the
fiscal year ended January 31, 2004 and $303,515 in the fiscal year ended January 31, 2003. The cash used for operations during the fiscal year ended
January 31, 2006 was primarily due to our loss of $15,929,537 and stock-based compensation paid of $3,523,324.

Cash used in investing activities was $203,143 the fiscal year ended January 31, 2006 as compared to using cash of $823,038 during the fiscal year
ended January 31, 2004 and $248,805 in the fiscal year ended January 31, 2003. The cash used for investing activities during the fiscal year ended
January 31, 2006 was primarily due to a payment of $1,000,000 made to Cliffs in connection with the acquisition of the Erie Plant and $10,343 for the
purchase of office and computer equipment, less $807,200 of cash provided by cashing in the term deposit made during the fiscal year ended January
31, 2005. We anticipate continued near-term capital expenditures in connection periodic payments made in connection with the Erie Plant acquisition.
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We generated cash of $22,209,231 in financing activities during the fiscal year ended January 31, 2006 as compared to generating cash of $3,414,090
during the fiscal year ended January 31, 2004 and $1,044,684 in the fiscal year ended January 31, 2003. . Cash from financing activities for the year
ended January 31, 2006 was from the proceeds of four private placements, the exercise of options, and share purchase warrants. Cash from financing
activities for the year ended January 31, 200 was from the proceeds of two private placements, the exercise of share purchase warrants and stock
options, and proceeds from share subscriptions.

Total cash for the year ended January 31, 2006 increased by $11,160,556 for a balance of $11,671,427 compared to the year ended January 31, 2005
where cash increased $15,320 to a balance of $510,871. Management anticipates that additional sources of capital beyond those currently available to it
will be required to continue to advance the NorthMet Project toward commencement of commercial production.

Substantially all cash and equivalents are held in Canadian currency.

As at January 31, 2006, we had working capital of $9,070,555 (2005 - $1,273,660) consisting primarily of cash $11,671,427 (2005 - $510,871). We
will facilitate debt financing to Cliffs for the exercise of the Cliffs Option, for the current portion of $1,000,000 (2005 - $Nil) and the remaining
balance of $1,420,515 long term (2005 - $Nil) from working capital.

As at January 31, 2006, we, in addition to its obligation to Cliffs as described herein, have obligations to issue shares under our Bonus Share Plan. We
have received shareholder approval for the Bonus Shares of Milestones 1 - 4 and regulatory approval for Milestones 1 and 2. Milestones 3 and 4 are
subject to regulatory approval, which will be sought when we are closer to completing these Milestones. To date 1,590,000 shares have been issued to
achieve Milestone 1. The bonus shares allocated for Milestones 1 thru 4 are valued using our closing trading price on November 5, 2003 of CDN$0.19
per share, the date of the approval of the bonus plan by the board of directors.

As part of certain employment and management contracts, we have agreed to severance allowances for key employees and management in the event of
a take-over bid. These allowances will be based upon our implied market capitalization at the time, calculated by multiplying the number of shares
outstanding on a fully diluted basis by the take-over bid price per share. If the market capitalization is CDN$100 million, the total severance payment
would be CDN$1,000,000 and would increase CDN$600,000 for every additional CDN$25 million of implied market capitalization, with no
maximum.

As a result of the recent private placements as described above, our current available cash and working capital will be adequate to meet our current
obligations, maintain our property lease, fund completion of our DFS, administrative costs, and payments to Cliffs for the next 12 months. To advance
the NorthMet project further, additional funding will be required and there are no assurances that we will be able to complete the necessary financings
or obtain a joint venture in order to carry out such further work. See Risk Factors.

As we are in the pre-feasibility stage, we do not have revenues from operations and, except for income from cash and cash equivalents, we rely on
equity funding for our continuing financial liquidity. We will continue to evaluate alternative sources of capital to meet our cash requirements,
including issuing additional equity securities and entering into other financing arrangements and we are hopeful that we will be successful in this
regard. There can be no assurance, however, that we will be able to continue to raise funds, on terms favorable to us, in which case it may be unable to
continue to advance the NorthMet project. Should we be unable to realize on its assets and discharge its liabilities in the normal course of business, the
realizable value of its assets may be materially less than the amounts recorded on the balance sheets. We do not have any arrangements or
commitments in place for any additional financing.
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Debt

Pursuant to the Asset Purchase Agreement between Cliffs and our wholly owned subsidiary Poly Met Mining Inc., dated September 15, 2005, Poly
Met Mining, Inc. signed a note payable to Cliffs in the amount of $2,400,000. The note is interest bearing at the annual simple rate of four percent (4%)
and will be paid in ten quarterly installments equal to $250,000 for total repayment of $2,500,000 including interest. The first payment was made on
March 31, 2006 and the note will mature on September 30, 2008. As at January 31, 2006, the outstanding long term debt was as follows:

Note payable $ 2,400,000
Accrued interest 20,515
Total debt 2,420,515
Less current portion (1,000,000)
Long term debt $ 1,420,515

We anticipate using the funds recently acquired through equity financing transactions to meet our payment obligations under the promissory note held
by Cliffs.

Pursuant to the Asset Purchase Agreement, we also agreed to indemnify Cliffs for the liability for final reclamation and closure of the Erie Plant and to
assume these liabilities upon receipt of operating permits and approval by the DNR.

Federal, state and local laws and regulations concerning environmental protection affect our operations. Under current regulations, we are obligated to
indemnify Cliff’s requirement to meet performance standards to minimize environmental impact from operations and to perform site restoration and
other closure activities. Our provisions for future site closure and reclamation costs are based on known requirements. It is not currently possible to
estimate the impact on operating results, if any, of future legislative or regulatory developments. Our estimate of the present value of the obligation to
reclaim the NorthMet Project is based upon existing reclamation standards as of January 31, 2006 and Canadian GAAP. Once we obtain our permit to
mine the environmental and reclamation obligations will be direct liable to the governing bodies.

Our estimates are based upon a January 31, 2006 liability estimate of $12,444,478, an annual inflation rate of 3.80%, a discount rate of 9.00% and a
mine life of 28.5 years, commencing in mid-2008 and a reclamation period of 3 years. Accretion of the liability until the commencement of
commercial production will be capitalized to the NorthMet Project assets.

(c) Research and Development, Patents and Licenses, Etc.

Not applicable.

(d) Trend Information
Not applicable.

(e) Off-Balance Sheet Arrangements

Not applicable.
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(f) Tabular Disclosure of Contractual Obligations

Payments due Period

Less than 1 Year 1-3 Years 3-5Years More than 5 years
Note Payable! $ 1,000,000 $ 1,500,000 $ — 3 —
Lease Obligations? $ — 3 150,000 - 450,000 $ 150,000 - 450,000 $ 150,000 per annum
1 Pursuant to the Asset Purchase Agreement between Cliffs and our wholly owned subsidiary Poly Met Mining Inc., dated September 15,
2005, Poly Met Mining, Inc. signed a note payable to Cliffs in the amount of $2,400,000. The note is interest bearing at the annual simple
rate of four percent (4%) and will be paid in quarterly installments equal to $250,000 for total repayment of $2,500,000.
2 By an agreement dated January 4, 1989 and a subsequent amendment, we entered into a lease agreement with US Steel on certain lands in

St. Louis County, Minnesota. The current term of the lease is 20 years and calls for total lease payments of $1,475,000. All lease
payments have been paid or accrued to January 31, 2005. The agreement requires future annual lease payments of $150,000 from January
4, 2006 to 2009.

We can, at our option, terminate the lease at any time by giving written notice to the lessor not less than 90 days prior to the effective
termination date or can extend the 20-year term by continuing to make $150,000 annual lease payments on each successive anniversary
date.

The lease payments are considered advance royalty payments and shall be deducted from future production royalties payable to the lessor,
which range from 3% to 5% based on the net smelter return received. Our recovery of the advance royalty payments is subject to the
lessor receiving an amount not less than the amount of the annual lease payment due for that year.

During the year ended January 31, 2005, USX assigned the lease to RGGS Land & Minerals Ltd., L.P.

ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

A. Directors and Senior Management

Each Director serves until the next annual general meeting or until his/her successor is duly elected, unless his/her office is vacated in accordance with
our Certificate of Incorporation.

Vacancies on the Board of Directors are filled by election from nominees chosen by the remaining Directors and the persons filling those vacancies
will hold office until the next Annual General Meeting, at which time they may be re-elected or replaced. (For more details on the process for
nominating directors, see our Nominations Committee Charter, attached hereto as Exhibit 11.2.)

The following is a list of the names and ages of our directors and executive officers:

Name Age Position

William Murray 57 Director, President, and Chief Executive Officer
Douglas J. Newby 47 Chief Financial Officer

Graham Scott 59 Secretary

David Dreisinger 48 Director

W. lan L. Forrest 68 Director, Chairman of the Board

George Molyviatis 43 Director

James Swearingen 62 Director

28




William Murray has served as our president and chief executive officer and as director since March 17, 2003. Mr. Murray is an engineer in the mining
industry with 36 years of experience in construction management and project evaluation in North America and Africa. He became involved with our
operations in March 2003 as a principal of Optimum Project Services Ltd., a consulting firm whose work with us led to technical improvements and
large capital cost reductions on the NorthMet Project. Prior to that, Mr. Murray was employed by at Fluor Daniel, a large U.S. Engineering &
Construction contractor, as the Director of New Business from October 1989 to April 1993. From September 1981 to May 1987, Mr. Murray was a
Director of Project Services at Denison Mines where he participated in the construction of the $1.2 billion Quintette Coal project. From September
1970 to August 1981, Mr. Murray held a number of positions at Anglo American Corp in South Africa, principally in the Gold Division, where he
eventually became the Chief Engineer. Mr. Murray is also a director of Baja Mining Corp and Kernow Resource Developments Ltd. Mr. Murray
currently resides in Canada.

Douglas J. Newby has served as our Chief Financial Officer since Nov. 22, 2005. Mr. Newby has approximately 25 years of experience in the
evaluation and financing of mining companies and projects around the world. Before coming to PolyMet, Mr. Newby served variously as a director,
executive vice president, interim Chairman, president and chief executive officer Western Goldfields, Inc. a US-based gold mining company. Mr.
Newby has also been President of Proteus Capital Corp., a corporate advisory firm that specializes in the natural resource industries, since July 2001.
Mr. Newby served as Managing Director of Proteus Consultants Ltd. from January 1991 to July 2001 and Managing Partner of Moyes Newby & Co.,
Inc. from April 1994 to December 1998, both of which provided corporate advisory services primarily to the international energy and mining
industries. Since January 2004, Mr. Newby has served as Vice-President of Cadence Resources Corporation, an oil and gas exploration and
development company. Before forming Proteus Consultants Ltd., Mr. Newby held senior positions with the investment banking firms of S.G. Warburg
& Co., Inc., Morgan Grenfell & Co., and James Capel & Co. His primary responsibility with us is to structure and arrange financing to place our
NorthMet project into production.

Graham Scott has served as our Secretary since May, 2004. Mr. Scott is the Principal of Vector Corporate Finance Lawyers, a firm he founded in
2001. Vector practices securities law, primarily in the mining sector. In addition to us, Mr. Scott represents many Canadian public companies which are
listed on the TSX and TSX Venture Exchanges, and clients in the corporate finance business. Mr. Scott has presented papers on securities and mining
law matters and has chaired many legal and industry conferences. Mr. Scott is listed in the inaugural edition of “The Best Lawyers in Canada” and in
the “International Who’s Who of Mining Lawyers.”

Dr. David Dreisinger has served as a member of our board of directors since October 3, 2003. Dr. Dreisinger also serves on our audit, compensation,
and corporate governance committees. Dr. Dreisinger is currently a member of the faculty at the University of British Columbia in the Department or
Metal and Material Engineering. He has published over 100 papers and has been extensively involved as a process consultant in industrial research
programs with metallurgical companies. Dr. Dreisinger has participated in 11 U.S. patents for work in areas such as pressure leaching, ion exchange
removal of impurities from process solutions, use of thiosulfate as an alternative to cyanide in gold leaching, and leach-electrolysis treatment of copper
recovery from sulfide ores and the Sepon Copper Process for copper recovery from sulfidic-clayey ores. He will work closely with our feasibility
consultant to design and complete all aspects of the testwork.

W. lan L. Forrest has served as a director of our board since October 3, 2003. Mr. Forrest also serves on our audit, compensation, and corporate
governance committees. Mr. Forrest is a member of the Institute of Chartered Accountants of Scotland and continues to practice as a public accountant
in Geneva, Switzerland. Mr. Forrest has 30 years of experience with public companies in the resource sector. His experience encompasses the areas of
promotion, financing, exploration, production and company management. He has also participated in several notable projects including Gulfstream's
North Dome gas discovery, Qatar, Reunion Mining's Scorpion zinc, Namibia, which was subsequently developed by Anglo American, and Ocean
Diamond Mining which pioneered the independent diamond dredging industry off the west coast of southern Africa. He also serves as a director on the
boards two Canadian public companies, Caledonian Mining Corporation and Mengold Resources Inc. Having played an important role in the revival of
PolyMet Mining Corporation in 2003, he was appointed Chairman in May 2004. Mr. Forrest currently resides in Switzerland.
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George Molyviatis has served as a member of our board of directors since March 17, 2003. Mr. Molyviatis also serves on our audit and compensation
committees. Mr. Molyviatis has approximately twenty years experience as an investment banker and businessman. He started his career with BNP
Paribas in Geneva in 1986 where held increasingly senior positions, ultimately becoming a Senior Vice-President. In 1994 he joined the Credit Suisse
group as a Senior Vice-President and left in 1996 to join Pegasus Securities, S.A., a Greek investment bank that he ran until 1999, when it was sold.
Since then Mr. Molyviatis has been a private investor in several natural resource companies and owns several large forestry and timber processing
facilities in Georgia and Russia. Mr. Molyviatis currently resides in Greece.

James Swearingen has served as a member of our board of directors since January 14, 2005. Mr. Swearingen formerly managed the largest mining
operation in North America, US Steel's Minntac mine and plant along Minnesota's Mesabi Iron Range, serving as General Manager of Minnesota Ore
Operations. He currently serves as co-chair of the Governor's Committee on Minnesota's Mining Future. Mr. Swearingen is also active with other
groups that bring new technology to northeastern Minnesota to develop non-ferrous mines and new, value added, projects in steel making. He is also an
active advisor to the University of Minnesota's Natural Resources Research Institute based in Duluth, Minnesota. Mr. Swearington resides in the
United States.

B. Statement of Executive Compensation

During the fiscal year ended January 31, 2006, the Company had two Named Executive Officers (for the purposes of applicable securities legislation),
namely:

@)
(b)

William Murray, the President and Chief Executive Officer;
Douglas Newby, Chief Financial Officer

The following table sets forth, for the periods indicated, the compensation of the Named Executive Officers.

Annual Compensation Long Term Compensation
Awards Payouts
Securities Shares or
Under Units subject
Other Annual Options/ to Resale All Other
NEO Name and Year Salary ($) Bonus ($) Compen- |SARs granted| Restrictions |LTIP payouts| Compen-
Principal Position a (US$) (US$) sation ($)® # (%)@ %) sation ($)®

William Murray, 2004 $52,388 Nil Nil 656,600 Nil Nil Nil
President & CEO |2005 $141,270©) $93,519® Nil 100,000 Nil Nil Nil

2006 $129,480( Nil Nil 300,000 Nil Nil Nil
Douglas Newby, 2004 N/A N/A N/A N/A N/A N/A N/A
CFO® 2005 N/A N/A N/A N/A N/A N/A N/A

2006 $18,750 Nil Nil 350,000 Nil Nil Nil
Terese Gieselman, |2004 $5,820 Nil Nil Nil Nil Nil
Former CFO® 2005 $12,781 Nil Nil 60,000 Nil Nil Nil

2006 $21,703 Nil Nil 80,000 Nil Nil Nil
1) February 1 to January 31.
2) Includes the dollar value (net of consideration paid by the NEO) calculated by multiplying the closing market price of the Company’s freely

trading shares on the date of grant by the number of stock or stock units awarded.

?3) Perquisites and other personal benefits, securities or property for the most three most recently completed financial years do not exceed the
lesser of CDN $50,000 and 10% of the total annual salary and bonus.
4) Including, but not limited to, amount paid, payable or accrued upon resignation, retirement or other termination of employment or change in
control and insurance premiums with respect to term life insurance.
(5) On November 14, 2005 Terese Gieselman was replaced as the Company’s CFO by Douglas Newby.
(6) Comprising of management fees payable to Group 4 Ventures Ltd. (“Group 4”), a non-reporting company owned by William Murray in the
amount of CDN $11,000 per month for the period February 1, 2005 to September 30, 2005 and thereafter at a rate of CDN $17,000 per month
and management fees paid to William Murray in the amount of CDN $5,000 per month, commencing February 1, 2005.
W) Comprising of management fees payable to Group 4 in the amount of CDN $17,000 per month and management fees paid to William Murray
in the amount of CDN $5,000 per month.
(8) Pursuant to the Bonus Share Incentive Plan (as summarized below), 600,000 common shares were accrued at a deemed price of (CDN) $0.19
per share. By treasury order dated March 8, 2005 and amended March 23, 2005, the shares were issued to Group 4.
9) 250,000 of these options are held in the name of Proteus Capital Corp. a non-reporting company owned by Douglas Newby.
Option/SAR Grants During the Most Recently Completed Financial Year
Market Value
of Securities
% of Total Underlying
Securities Options/SARs Options/SARs
Under Options/ Granted to Exercise or on the Date
SARs Granted Employees in Base Price of Grant Expiration
Name # Financial Year® (CDN$/Security) (CDN$/Security) Date
T. Gieselman 40,000 1.12% $0.65 $0.65 March 30/2010
80,000 2.23% $1.36 $1.75 Sept. 19/2010
W. Murray 300,000 8.38% $1.36 $1.75 Sept. 19/2010
D. Newby 40,000 1.12% $0.94 $0.95 June 15/2010
210,000 5.87% $1.36 $1.75 Sept. 19/2010




100,000

2.79%

$1.15

$1.43

Dec. 5/2010

® Reflected as a percentage of the total number of options to purchase common shares granted (3,580,000) during the Financial Period.

Aggregate Option/SAR Exercises During the Most Recently Completed Financial Year and Financial Year-End Option/SAR Values”

Securities Acquired

Aggregate Value

Unexercised Options/SARs at Jan.
31, 2006
*#)

Exercisable/

Value of Unexercised in-the-

money® Options/SARs at Jan. 31,
2006

$)

Exercisable/

NEO Name on Exercise Realized (CDN $)@ Unexercisable Unexercisable

T. Gieselman 60,000 $39,950 120,000/0 $194,000/0

W. Murray 656,600 $1,674,330 700,000/0 $1,405,000/0

@ "In-the-money" means the excess of the market value of the common shares of the Company on January 31, 2006 ($2.74), over the base price

of the options. In the case of Ms. Gieselman, the base price was $0.40 with respect to 60,000 options. In the case of Mr. Murray, the base
price was $0.10 with respect to 656,600 options.
@ "Aggregate Value Realized" means the excess of the market value at exercise.

Pension Plan

The Company does not have a pension plan.

Compensation of Directors

During the Financial Period, no compensation was paid or is payable by the Company to the directors of the Company, other than the Named
Executive Officers (the “Other Directors”), or the Company’s subsidiaries, if any, for their services:

@) in their capacity as directors, including any amounts payable for committee participation or special assignments pursuant to any standard or
other arrangements; or
(b) as consultants or experts.

The Company has no pension plan or other arrangement for non-cash compensation to the Other Directors, except as follows:

Name of Director

Consulting Fees

George Molyviatis

CDN $46,799 ©

W. lan L. Forrest

CDN $46,799 ©

David Dreisinger

CDN $36,779 @

) Pursuant to the Bonus Plan (as summarized below), 300,000 common shares were accrued at January 31, 2005 to Messrs. Molyviatis and
Forrest at a deemed price of $0.19 per share. The Shares were issued on March 15, 2005. See Other Remuneration.
@ Consulting Fees paid in connection with the Company’s NorthMet Project

During the most recently completed financial year (February 1, 2005 to January 31, 2006) (the "Financial Period"), the Company granted the following
incentive stock options to its Other Directors and insiders:

Name of Optionee Date of Grant No. of Shares Exercise Price Per Share Expiry Date

James Swearingen March 30, 2005 350,000 CDN $0.65 March 30, 2010
lan Forrest Sept. 19, 2005 150,000 CDN $1.36 Sept. 19, 2010
David Dreisinger Sept. 19, 2005 150,000 CDN $1.36 Sept. 19, 2010
James Swearingen Sept. 19, 2005 150,000 CDN $1.36 Sept. 19, 2010
George Molyviatis Sept. 19, 2005 150,000 CDN $1.36 Sept. 19, 2010

Reference is made to the section captioned "Election of Directors" for further details with respect to the present positions of the aforesaid persons and
number of shares held in the Company.

The following are particulars of incentive stock options exercised by the Other Directors and insiders of the Company during the Financial Period:

No. of Shares

Exercise Price Per Share

Date of Exercise

Closing Price per Share on
Exercise Date

Aggregate Net Value ®

328,200 CDN $0.10 Sept. 8, 2005 CDN $1.32 CDN $400,404

150,000 CDN $0.13 Sept. 8, 2005 CDN $1.32 CDN $178,500

200,000 CDN $0.13 Jan. 27, 2006 CDN $2.65 CDN $504,000
® Aggregate net value represents the market value at exercise less the exercise price at the date of exercise.

We have a formalized stock option plan for the granting of incentive stock options to the employees, officers, and directors. The purpose of granting
such options is to assist in compensating, attracting, retaining, and motivating out directors and to closely align the personal interests of such persons to
that of the shareholders. (For further details of the plan, see Exhibit 4.1.)

Summary of Bonus Plan



On November 5, 2003, we adopted a bonus share incentive plan (the “Bonus Plan”) for our directors and key employees. The Bonus Plan was initially
approved at our Annual General and Special Meeting held on May 28, 2004. Thereafter the Bonus Plan was submitted in a revised form in response to
comments received from the TSX-VE and approved thereafter by our shareholders at their Extraordinary General Meeting held on November 4, 2004.

The issuance of bonus shares is seen to be a true incentive to key members of the management team as opposed to the granting of more conventional
stock options. If the milestones are not accomplished, the bonus shares are not granted.

We have determined to limit the aggregate number of shares that may be issued under the Bonus Plan and our incentive stock option plan to not more
than 20% of our issued shares from time to time. Accordingly, we received approval for the issuance of up to a total of 2,890,000 shares of our
common stock with respect to Milestones 1 and 2 as per the following:

Milestone 1: Execution of an option agreement with Cleveland Cliffs for the use or purchase of what is referred to as the Cliffs-Erie Facility. This
consists of real property located near Hoyt Lakes, Minnesota (the “Erie Site”), on which are located various ore processing facilities formerly operating
by LTV Steel Mining Company as part of that company’s taconite mining and processing operations (the “Property”). The Property will be used to
process mineral products from our NorthMet property, in nearby Babbitt, Minnesota. This Milestone was negotiated in September 2003 and a final
agreement was signed in February 2004. Accordingly, the number of shares issuable was 1,590,000 shares of which 1,500,000 were issued to the
following directors on March 15, 2005:

No. of
Common
Name of Director Shares
William Murray 600,000
P. Terry O’Kane 300,000
George Molyviatis 300,000
W. lan L. Forrest 300,000
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Milestone 2: Negotiation and completion of an off-take agreement with one or more senior metals producers for the purchase of the nickel hydroxide

concentrate produced from the NorthMet Property, and/or an equity investment in us by such a producer or producers.

Upon achievement of the Milestone, 1,300,000 shares will be issued, of which 900,000 have been designated to the following directors:

Name of Director

William Murray
James Swearingen
George Molyviatis
W. lan L. Forrest
David Dreisinger

and an additional 400,000 shares will be issued to certain Key Employees as more fully set forth below:

Name of Employee

Douglas Newby
Gaston Reymenants
Warren Hudelson
Jim Scott

TOTAL

No. of
Common
Shares

300,000

150,000
150,000
150,000
150,000

No. of
Common
Shares

100,000

125,000

50,000
125,000
400,000

Gaston Reymenants has been retained as a specialist in metal sales to assist with off-take negotiations and project financing.

Warren Hudelson is a director of our U.S. Subsidiary, Poly Met Mining, Inc. and will be involved in the permitting process.

Jim Scott is responsible for the permitting process and involved in the project environmental statement.

Don Hunter is the project manager for the NorthMet Project and responsible for the overall completion of the bankable feasibility study.

As at the date of this Annual Report the Bonus Shares under Milestone 2 have been allotted but have not been earned or issued.

We received approval of Milestones 3 and 4 of the Bonus Plan at our Annual and Special Meeting held on June 24, 2005 which provides for the

issuance of up to a total of 5,990,000 shares as outlined below:

Milestone 3: Completion of a bankable feasibility study which indicates that production from the NorthMet Property is commercially feasible.

Upon the achievement of Milestone 3, 1,500,000 shares will be issued as follows:

Name of Director

William Murray
George Molyviatis
James Swearingen
W. lan L. Forrest
Dave Dreisinger
TOTAL

and an additional 850,000 shares will be issued to certain Key Employees as more fully set forth below:

Name of Employee

Douglas Newbhy
Gaston Reymenants
Warren Hudelson
Jim Scott

Don Hunter
TOTAL

No. of
Common

Shares
500,000
250,000
250,000
250,000
250,000

1,500,000

No. of
Common
Shares

200,000

200,000
125,000
125,000
200,000
850,000

Gaston Reymenants has been retained as a specialist in metal sales to assist with off-take negotiations and project financing.

Warren Hudelson is a director of our U.S. Subsidiary, Poly Met Mining, Inc. and will be involved in the permitting process.

Jim Scott is responsible for the permitting process and involved in the project environmental statement.

Don Hunter is the project manager for the NorthMet Project and responsible for the overall completion of the bankable feasibility study.

Milestone 4: Commencement of Commercial Production of the NorthMet Property.

Upon the achievement of Milestone 4, 2,400,000 shares will be issued to the Directors as follows:



No. of

Common
Name of Director Shares
William Murray 800,000
George Molyviatis 400,000
James Swearingen 400,000
W. lan L. Forrest 400,000
Dave Dreisinger 400,000
TOTAL 2,400,000
and an additional 1,240,000 shares will be issued to certain Key Employees as follows:
No. of
Common
Name of Employee Shares
Gaston Reymenants 400,000
Warren Hudelson 240,000
Jim Scott 200,000
Don Hunter 400,000
TOTAL 1,240,000
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As of the date of this Annual Report the Bonus Shares under Milestone 3 and 4 have been allotted but have not been earned or issued.

We have a formalized stock option plan for the granting of incentive stock options to the employees, officers, and directors. The purpose of granting
such options is to assist in compensating, attracting, retaining and motivating our directors and to closely align the personal interests of such persons to
that of the shareholders.

C. Board Practices

Term

All of our directors hold office until the next annual meeting of shareholders and until their successors have been elected and qualified. Our officers are
elected by the shareholders at each annual meeting of shareholders and hold office until death, resignation, removal from office, or upon a successor
having been elected. For the periods each person has served in his respective office, see Item 6(A) Directors and Senior Management.

Employment Agreements

Under an employment agreement between us and Mr. William Murray, dated March 17, 2004, Mr. Murray has the right to receive a severance
allowance in the event of a take-over bid as defined in Section 13 of the Securities Act (British Columbia), and where the rule requires that the offeror
take up and pay for more than 50% of our issued shares. The severance allowance will be based on our implied market capitalization under the take-
over-bid, calculated by multiplying the price actually paid under the take-over bid by the number our common shares issued on a fully diluted basis at
the time of the take-over bid (the “Severance Allowance”) to be calculated as follows:

@) if the implied market capitalization is at least CDN$50,000,000 but less than CDN$75,000,000, Mr. Murray will receive a
Severance Allowance of CDN$200,000;

(b) if the implied market capitalization is at least CDN$75,000,000 but less than CDN$100,000,000, Mr. Murray will receive a
Severance Allowance of CDN$400,000; and thereafter;

(c) for every increase in the implied market capitalization of CDN$25,000,000, the Severance Allowance will increase by an

additional CDN$400,000.

Notwithstanding the aforementioned provisions, if we terminate the employment agreement with Mr. Murray for any reason other than cause, under the
terms of the agreement, Mr. Murray will be entitled to receive 200% of all compensation to be paid for the remaining balance of the term of the
agreement which expired on March 17, 2006.

Under an employment agreement between us and Mr. Douglas Newby, dated November 22, 2005, Mr. Newby has the right to receive a severance
allowance in the event of a take-over bid as defined in Section 13 of the Securities Act (British Columbia), and where the rule requires that the offeror
take up and pay for more than 50% of our issued shares. The severance allowance will be based on our implied market capitalization under the take-
over-bid, calculated by multiplying the price actually paid under the take-over bid by the number our common shares issued on a fully diluted basis at
the time of the take-over bid (the “Severance Allowance”) to be calculated as follows:

@) if the implied market capitalization is at least CDN$50,000,000 but less than CDN$75,000,000, Mr. Newby will receive a
Severance Allowance of CDN$50,000;

(b) if the implied market capitalization is at least CDN$75,000,000 but less than CDN$100,000,000, Mr. Newby will receive a
Severance Allowance of CDN$100,000; and thereafter;

(c) for every increase in the implied market capitalization of CDN$25,000,000, the Severance Allowance will increase by an

additional CDN$100,000.
Audit Committee

Our audit committee consists of George Molyviatis, W. lan L. Forrest, and David Dreisinger, all of whom are independent under AMEX guidelines.
The audit committee oversees our audit procedures, reviews the audited and unaudited financial statements and disclosures, oversees our internal
systems of accounting and management controls, makes recommendations to our board of directors as to the selection and appointment of our auditors,
and ensures an open outlet to protect individuals who report concerns from retaliatory action. Our Audit Committee Charter is attached as Appendix 1
of the attached Exhibit 12.1.
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Compensation Committee

The Compensation Committee, consisting of George Molyviatis, W. lan L. Forrest, and David Dreisinger, recommends to the board, compensation
levels of our executive officers. See “Report on Executive Compensation” below for further details.

Report on Executive Compensation

As part of its responsibilities, the compensation committee reviews our overall compensation plan and the policies to ensure they are consistent with
our goals of attracting and retaining the best available personnel, align employees’ interests with ours, and suitably pay for performance. In establishing
remuneration levels and in granting stock options, the compensation committee evaluates an executive’s performance, level of expertise,
responsibilities, length of service with us, and comparable levels of remuneration paid to executives of other companies of comparable size and
development within the industry.

Statement of Corporate Governance Practices

Corporate governance relates to the activities of the board, the members of which are elected by and are accountable to the shareholders, and takes into
account the role of the individual members of management who are appointed by the board and who are charged with managing our day-to-day
business. Our board is committed to sound corporate governance practices, which are in the interests of our shareholders and contribute to effective and
efficient decision-making. As a Tier 1 company listed on the TSX-V, we are required to comply with the guidelines for improved corporate governance
in Canada as adopted by the TSX (the “Exchange Guidelines”). Our approach to corporate governance in the context of 14 specific Exchange
Guidelines is set out in the attached Exhibit 11.2.

D. Employees

As of January 31, 2006 we had two full-time employees, our president and chief executive officer and an office manager, both located in our
Vancouver office. None of our employees are covered by a collective bargaining agreement.

During the fiscal year ended January 31, 2006, we employed an average of ten consultants working out of our VVancouver and Minnesota offices.
E. Share Ownership
For the shareholdings of our directors and executive officers see Item 7(A).

We have two arrangements by which we encourage our employees to acquire ownership interests in us: (1) the Stock Option Plan, and (2) the Bonus
Share Plan. For a description, see footnote 1, under Item 6B.

ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS

A. Major Shareholders

The following table sets forth, as of July 21, 2006, certain information regarding the ownership of our voting securities by each stockholder
known to our management to be (i) the beneficial owner of more than 5% of our outstanding common stock, (ii) our directors, (iii) our current
executive officers identified under Item 6(A), and (iv) all executive officers and directors as a group. We believe that, except as otherwise indicated,
the beneficial owners of the common stock listed below, based on information furnished by such owners, have sole investment and voting power with
respect to such shares.
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Name and Address of
Beneficial Owner (1)

Amount and Nature
of Beneficial Ownership

Percent of
Outstanding Shares
of Common Stock

William Murray (2) 2,452,276 2.1%
Douglas J. Newby (3) 850,000 *
Graham Scott (4) 75,000 *
David Dreisinger (5) 890,700 *
W. lan L. Forrest (6) 2,855,680 2.4%
George Molyviatis (7) 8,335.020 7.1%
James Swearingen (8) 660,900 *
All executive officers and directors as a group (7 persons) (9) 16,120,476 13.3%
5% or more shareholders:
Cleveland-Cliffs, Inc. (10) 7,200,547 6.2%
1100 Superior Avenue
Cleveland, OH 44114-2589
* Less than 1%.
1. The address of each person, unless otherwise noted, is c/o PolyMet Mining Corp., Suite 2350-1177 West Hastings Street, VVancouver, British
Columbia V6E2KS3.
2. Includes 300,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price of CDN$0.13 per share

set to expire on October 3, 2008, 100,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price
of CDN$0.66 per share set to expire on July 5, 2009, 300,000 shares of common stock issuable upon exercise of currently exercisable options,
at an exercise price of CDN$1.36 per share set to expire on September 19, 2010, and 450,000 shares of common stock issuable upon exercise
of currently exercisable options, at an exercise price of CDN$2.76 per share set to expire on March 20, 2011. Mr. Murray directly owns
815,000 shares and has voting and dispositive control over 487,176 shares owned in the name of Group 4 Ventures of which he is the sole
stockholder.

3. Includes 100,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price of CDN$1.15 per share
set to expire on December 5, 2010, 500,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise
price of CDN$2.76 per share set to expire on July 5, 2009 held in Mr. Newby’s name; and 40,000 shares of common stock issuable upon
exercise of currently exercisable options, at an exercise price of CDN$0.94 per share set to expire on June 15, 2010, and 210,000 shares of
common stock issuable upon exercise of currently exercisable options, at an exercise price of CDN$1.36 per share set to expire on March 20,
2011 held in the name of Proteus Capital Corp. of which he is the President and controlling shareholder.

4. Includes 75,000 shares of common stock held by Vector Corporate Financial Law Partners of which Graham Scott is a partner.

5. Includes 300,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price of CDN$0.66 per share
set to expire on July 5, 2009, 150,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price of
CDN#$1.36 per share set to expire on September 19, 2010, and 250,000 shares of common stock issuable upon exercise of currently
exercisable options, at an exercise price of CDN$2.76 per share set to expire on March 20, 2011. Dr. Dreisinger directly owns 190,700 shares.
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10.

Includes 328,300 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price of CDN$0.10 per share
set to expire on July 18, 2008, 150,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price of
CDN#$0.13 per share set to expire on October 3, 2008, 350,000 shares of common stock issuable upon exercise of currently exercisable
options, at an exercise price of CDN$0.66 per share set to expire on July 5, 2009, 150,000 shares of common stock issuable upon exercise of
currently exercisable options, at an exercise price of CDN$1.36 per share set to expire on September 19, 2010, and 250,000 shares of common
stock issuable upon exercise of currently exercisable options, at an exercise price of CDN$2.76 per share set to expire on March 20, 2011. Mr.
Forrest has voting and dispositive control with respect to 300,000 shares owned in the name of Micor Trading SA of which he is a director,
375,000 shares owned in the name of Panares Resources Inc. of which he is a director, and Catherine L Forrest, Mr. Forrest’s wife, directly
owns 952,380 shares.

Includes 100 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price of CDN$0.10 per share set
to expire on July 18, 2008, 150,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price of
CDN#$1.36 per share set to expire on September 19, 2010, and 250,000 shares of common stock issuable upon exercise of currently
exercisable options, at an exercise price of CDN$2.76 per share set to expire on March 20, 2011. Mr. Molyviatis directly owns 7,934,920
shares.

Includes 150,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price of CDN$0.65 per share
set to expire on October 3, 2008, 150,000 shares of common stock issuable upon exercise of currently exercisable options, at an exercise price
of CDN#$1.36 per share set to expire on September 19, 2010, and 250,000 shares of common stock issuable upon exercise of currently
exercisable options, at an exercise price of CDN$2.76 per share set to expire on March 20, 2011. Mr. Swearingen directly owns 110,000
shares and Sandra J. Swearingen, Mr. Swearingen’s wife, directly owns 900 shares.

Includes 4,878,400 shares of common stock issuable upon exercise of currently exercisable options.

This shareholder held no shares as of January 31, 2004, 1,000,000 shares as of January 31, 2005, and 7,200,547 as of January 31, 2006.

Our shareholders who beneficially owns more than 5% of our common stock outstanding does not have voting rights different from any other
shareholders of common stock.

As of July 21, 2006, there were 351 holders of record of our common shares of which 262 were U.S. residents owning 30,391,875 (26.1%) of our
outstanding shares.

B. Related Party Transactions

We have conducted transactions with officers, directors and persons or companies related to directors as follows:

2006 2005 2004

Management fees paid to a company controlled
by the president ? $ 129,480 $ 141,270 $ 52,388
Consulting fees paid to our officers, directors and
companies controlled by our directors 2 327,110 336,448 —
Legal fees paid to an officer 3 84,089 59,700 —
Office facilities charges paid to a director 4 39,604 23,070 —

$ 580,283 $ 560,488 $ 52,388
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1. $129,480 paid to Group 4 Ventures, a company controlled by William Murray for management services rendered.

2. $8,837 to Dreisinger Consulting of which David Dreisinger is the controlling shareholder; $48,694 to Minco Corporate Management of which
Terese J.Gieselman, the former CFO, is the controlling shareholder; $120,359 to Proteus Capital Corp. of which Douglas Newby is the controlling
shareholder; and $7,595 to William Murray.

3. $58,531 to Vector Corporate Finance of which Graham Scott is a partner.

4. Paid to Panares Resources Inc., of which W. lan L. Forest is a director.
Note: The amounts charged to us for the services provided have been determined by negotiation among the parties and, in certain cases, are covered by
signed agreements. These transactions were in the normal course of operations and were measured at the exchange value, which is the amount of

consideration established and agreed to by the related parties.

ITEM 8. FINANCIAL INFORMATION

A. Consolidated Statements and Other Financial Information
See Item 17.

Legal Proceedings

None.

Dividend Policy

Since its incorporation, we have not declared or paid, and have no present intention to declare or to pay in the foreseeable future, any cash dividends
with respect to our common shares. Earnings will be retained to finance further growth and development of our business. However, if the board of
directors declares dividends, all common shares will participate equally, and, in the event of liquidation, in our net assets.

B. Significant Changes
Subsequent to January 31, 2006:

On April 10, 2006, we provided notice to the outstanding warrants holders of approximately 9.7 million warrants that had not already been exercised at
prices between CDN$1.25 and CDN$2.00 that the accelerated expiry provision of their warrants was effectively triggered and all unexercised warrants
as at the close of business on May 10, 2006 will have been deemed cancelled. During April and May, we received CDN$10,804,875 upon exercise of
these warrants.

In March 2006, we completed our evaluation and compilation of the assay results from its 2005, diamond drilling program on the NorthMet Project.
The data has been integrated into a resource model, which will contribute to the Definitive Feasibility Study (“DFS”) scheduled for completion by the
end of September 2006;

We issued: 9,445,168 common shares pursuant to the exercise of share purchase warrants at a prices between CDN$0.20 and CDN$2.00 per share, and
1,045,000 common shares pursuant to the exercise of stock options at prices ranging from CDN$0.10 to CDN$1.36; and

We granted 3,200,000 stock options to directors, officers, consultants, and employees at an exercise price of CDN$2.76.

ITEM 9. THE OFFER AND LISTING

A. The Offer and Listing Details

The following table outlines the annual high and low market prices for the five most recent fiscal years:

Toronto Stock Exchange Over-the-Counter Bulletin Board
Fiscal Year Ended High Low High Low
January 31, 2006 CDN$2.74 CDN$0.51 US$2.42 US$0.42
January 31, 2005 CDN$1.20 CDN$0.27 US$0.90 US$0.20
January 31, 2004 CDN$0.30 CDN$0.05 US$0.30 US$0.04
January 31, 2003 CDN$0.80 CDN$0.04 US$0.22 US$0.02
January 31, 2002 CDN$0.75 CDN$0.10 US$0.50 US$0.05
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The following table outlines the high and low market prices for each fiscal financial quarter for the two most recent fiscal periods and any subsequent
period:

Toronto Stock Exchange Over-the-Counter Bulletin Board
Fiscal Quarter Ended High Low High Low
July 31, 2006 CDN$5.34 CDN$2.58 US$4.85 US$2.30
April 30, 2006 CDN#$4.00 CDN$2.29 US$3.56 US$2.00
January 31, 2005 CDNS$2.74 CDN$1.31 US$2.42 US$1.12
October 31, 2004 CDN$1.91 CDN$0.87 US$1.62 US$0.72
July 31, 2004 CDN$1.03 CDN$0.82 US$0.85 US$0.65
April 30, 2005 CDN$0.85 CDN$0.51 US$0.68 US$0.42
January 31, 2005 CDN$0.73 CDN$0.51 US$0.61 US$0.41
October 31, 2004 CDN$0.92 CDN$0.66 US$0.71 US$0.50
July 31, 2004 CDN$0.98 CDN$0.64 US$0.72 US$0.48
April 30, 2004 CDN$1.20 CDN$0.27 US$0.90 US$0.20

The following table outlines the high and low market prices for each of the most recent six months:

Toronto Stock Exchange Over-the-Counter Bulletin Board?
Fiscal Quarter Ended High Low High Low
June 30, 2006 CDN#$4.24 CDN$2.58 US$3.85 US$2.30
May 31, 2006 CDN$5.34 CDN$3.60 US$4.85 US$2.86
April 30, 2006 CDN$4.00 CDN$3.01 US$3.56 US$2.54
March 31, 2006 CDNS$3.14 CDN$2.35 US$2.67 US$2.03
February 28, 2006 CDN$2.78 CDN$2.29 US$2.45 US$2.00
January 31, 2006 CDNS$2.74 CDN$1.68 Us$2.42 US$1.38

1. May 1, 2006 through July 20, 2006.

2. On June 26, 2006, we began trading on the American Stock Exchange.

C. Markets

In April 1984, our common shares commenced trading on the TSX Venture Exchange in British Columbia, Canada under the symbol "POM.” In
August 2000, our common shares began trading on the OTCBB under the symbol “POMGF.” On June 26, 2006, our common shares commenced
trading on the American Stock Exchange under the symbol “PLM.”

ITEM 10. ADDITIONAL INFORMATION

B. Memorandum and Articles of Association

Incorporation
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We incorporated under the name Fleck Resources Ltd. pursuant to the Corporation Act (British Columbia) by registration of its memorandum in
British Columbia, Canada, under Certificate of Incorporation #BC0228310 on March 4, 1981. We changed our name to PolyMet Mining Corp. on June
10, 1998. We do not have any stated “objects” or “purposes” as such are not required by the corporate laws of the Province of British Columbia.
Rather, we are, by such corporate laws, entitled to carry on any activities whatsoever that are not specifically precluded by other statutory provisions of
the Province of British Columbia.

Powers and Functions of the Directors

The powers and functions of the directors are set forth in our Articles, the current version of which were adopted on October 6, 2004, and in the
Business Corporations Act (British Columbia). They provide that:

(&) adirector who holds office or possesses any property, right, or interest that could result, directly or indirectly, in the creation of a duty of interest
that materially conflicts with his duty or interest as a director must disclose the nature and extent of the conflict and abstain from voting on the
approval of the proposed contract or transaction, unless all the directors have a disclosable interest, in which case the director may vote on such
resolution, and moreover, may be liable to account to us for any profit that accrued under such an interest contract or transaction;

(b)  adirector is not deemed to be interested in a proposed contract or transaction merely because it relates to the remuneration of a director in that
capacity. The directors may, in the absence of an independent quorum, vote compensation to themselves;

(c) there are no specific limitations on the exercise by the directors of our borrowing powers;

(d) there are no provisions for the retirement or non-retirement of directors under an age limit; and

(e) there is no requirement for a director to hold any shares in us.

Rights and Restrictions Attached to the Shares

As all of our authorized and issued shares are of one class of common shares, there are no special rights or restrictions of any nature or kind attached to
any of the shares, including any dividend rights. All authorized and issued shares rank equally in respect to the declaration and receipt of dividends and
rights to share in any profits or surplus upon our liquidation, dissolution or winding-up. Each share has attached to it one non-cumulative vote.
Shareholders are not liable to further capital calls made by us. There is no specific sinking fund provision or any provision discriminating against any
existing or prospective holder of shares as a result of such shareholder owning a substantial number of shares.

Alteration of Share Rights

The rights of holders of our issued common shares may be altered by special resolution, which requires the approval of the holders of two-thirds or
more of the votes cast at a meeting of our shareholders called and held in accordance with applicable law.

Annual General Meetings
Annual General Meetings are called and scheduled upon decision by the Board of Directors. Pursuant to the Business Corporations Act
(British Columbia), we are required to hold an annual meeting in each year, not more than 15 months after the date of the most recent annual meeting.

The directors may call a meeting of the shareholders whenever they see fit. All meetings of the shareholders may be attended by registered
shareholders or persons who hold powers of attorney or proxies given to them by registered shareholders.
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Foreign Ownership Limitations
Our Articles and charter documents do not contain limitations prohibiting non-residents, foreigners or any other group from holding or voting shares.
Change of Control

There are no provisions in our Articles or charter documents that currently have the effect of delaying, deferring or preventing a change in the control
in us, or that would operate with respect to any proposed merger, acquisition or corporate restructuring involving us or any of our subsidiaries.

Share Ownership Reporting Obligations
There are no provisions in our Articles requiring share ownership to be disclosed.

Securities legislation in Canada requires that shareholder ownership must be disclosed once a person owns beneficially or has control or direction over
greater than 10% of the issued shares of a corporation, such as us. This threshold is higher than the 5% threshold under U.S. securities legislation at
which shareholders must report their share ownership.

C. Material Contracts

Cleveland Cliffs Option, Minnesota, U.S.A.

For a complete description on the acquisition of the Erie Plan, see Item 4(D)(c)(ii).

D. Exchange Controls

There are no governmental laws, decrees or regulations in Canada relating to restrictions on the export or import of capital, or affecting remittance of
interest, dividends or other payments to non-resident holders of common shares of the Corporation. Any remittances of dividends to United States
residents are, however, subject to a 15% withholding tax (5% if the shareholder is a company owning at least 10% of the outstanding common shares)
pursuant to the reciprocal tax treaty between Canada and the United States. See the section of this Form 20-F entitled “Taxation.”

Except as provided in the Investment Canada Act (the “ICA”), which has provisions which govern the acquisition of a control block of voting shares
by a person who is not a Canadian resident (a “non-Canadian”) of a company carrying on a Canadian business, there are no limitations specific to the
rights of non-Canadians to hold or vote the common shares under the laws of Canada or the Province of British Columbia or in the charter documents
of the Corporation.

E. Taxation

The following summary of the material Canadian federal income tax considerations generally applicable to our common shares reflects our opinion.
The tax consequences to any particular holder of common shares will vary according to the status of that holder as an individual, trust, corporation, or
member of a partnership, the jurisdiction in which that holder is subject to taxation, the place where that holder is resident and, generally, according to
that holder’s particular circumstances. This summary is applicable only to holders who are residents of the United States, have never been a resident of
Canada, deal at arm’s length with us, hold their common shares as capital property, and who will not use or hold the common shares in carrying on
business in Canada. Special rules, which are not discussed in this summary, may apply to a United States holder that is an issuer that carries on
business in Canada and elsewhere.
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This summary is based upon the provisions of the Income Tax Act of Canada and the regulations thereunder (collectively, the “Tax Act, or ITA”) and
the Canada-United States Tax Convention as amended by the Protocols thereto (the “Tax Convention”) as of the date of the Annual Report and the
current administrative practices of Revenue Canada, Customs, Excise and Taxation. This summary does not take into account Canadian provincial
income tax consequences.

This summary is not exhaustive of all possible income tax consequences. It is not intended as legal or tax advice to any particular holder of common
stock and should not be so construed. Each holder should consult his own tax advisor with respect to the income tax consequences applicable to him in
his own particular circumstances.

North American Free Trade Agreement (Canada). The Investment Act was amended with the North American Free Trade Agreement (NAFTA) to
provide for special review thresholds for Americans (including “American-controlled “entities” as defined in the Investment Act). Under the
Investment Act, as amended, an investment in our common shares by an American would be reviewable only if it was an investment to acquire control
of us and the value of our assets was equal to or greater than a specified amount (the “Review Threshold”), which increases in stages. The Review
Threshold is currently $150 million.

Disposition of Common Shares. If a non-resident of Canada were to dispose of our common shares to a Canadian corporation which deals or is deemed
to deal on a non-arm’s length basis with the non-resident and that, and immediately after the disposition is connected with us (i.e., holds shares
representing more than 10% of the voting power and more than 10% of the market value of all of our shares issued and outstanding), the amount by
which the fair market value of any consideration (other than any shares of the purchaser corporation) exceeds the paid-up capital of the common shares
sold will be deemed to be taxable as a dividend paid by the purchasing corporation, either immediately or eventually by means of a deduction in
computing the paid-up capital of the purchasing corporation, and subject to withholding taxes as described below.

Under the Tax Act, a gain from the sale of common shares by a non-resident will not be subject to Canadian tax, provided the shareholder (and/or
persons who do not deal at arm’s length with the shareholder) has not held a “substantial interest” in us (25% or more of the shares of any class of our
stock) at any time in the five years preceding the disposition. Generally, the Tax Convention will exempt from Canadian taxation any capital gain
realized by a resident of the United States, provided that the value of the common shares is not derived principally from real property situated in
Canada.

Dividend. In the case of any dividends paid to non-residents, we withhold the Canadian tax and remit only the net amount to the shareholder. By virtue
of Article X of the Tax Convention, the rate of tax on dividends paid to residents of the United States is generally limited to 15% of the gross dividend
(or 5% in the case of certain corporate shareholders owning at least 10% of our voting shares upon ratification of the Protocol amending the treaty. In
the absence of the Tax Convention provisions, the rate of Canadian withholding tax imposed on non-residents is 25% of the gross dividend. Stock
dividends received by non-residents from us are taxable by Canada as ordinary dividends and therefore the withholding tax rates will be applicable.

Where a holder disposes of common shares to us (unless we acquired the common shares in the open market in the manner in which shares would
normally be purchased by any member of the public), this will result in a deemed dividend to the U.S. holder equal to the amount by which the
consideration we paid by exceeds the paid-up capital of such stock. The amount of such dividend will be subject to withholding tax as described above.

Capital Gains. A non-resident of Canada is not subject to tax under the ITA in respect of a capital gain realized upon the disposition of a share of a
class that is listed on a prescribed stock exchange unless the share represents “taxable Canadian property” to the holder thereof. Our common shares
will be taxable Canadian property to a non-resident holder if, at any time during the period of five years immediately preceding the disposition, the
non-resident holder, persons with whom the non-resident holder did not deal at arm’s length, or the non-resident holder and persons with whom he/she
did not deal at arm’s length owned 25% or more of our issued shares of any class or series. In the case of a non-resident holder to whom our shares
represent taxable Canadian property and who is resident of the United States, no Canadian tax will be payable on a capital gain realized on such shares
by reason of the Tax Convention unless the value of such shares is derived principally from real property situated in Canada or the non-resident holder
previously held the shares while resident in Canada. We believe that the value of our common shares is not derived from real property situated inside
Canada.
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Certain United States Federal Income Tax Consequences. The following is a discussion of certain possible United States Federal income tax
consequences, under the law, generally applicable to a U.S. Holder (as defined below) of our common shares. This discussion does not address all
potentially relevant Federal income tax matters and it does not address consequences peculiar to persons subject to special provisions of Federal
income tax law, such as tax-exempt organizations, qualified retirement plans, financial institutions, insurance companies, real estate investment trusts,
regulated investment companies, broker-dealers, and shareholders who acquired their stock through the exercise of employee stock options or
otherwise as compensation. In addition, this discussion does not cover any state, local or foreign tax consequences.

The following discussion is based upon the sections of the Internal Revenue Code of 1986, as amended (“the Code”), Treasury Regulations, published
Internal Revenue Service (“IRS”) rulings, published administrative positions of the IRS and court decisions that are currently applicable, any or all of
which could be materially and adversely changed, possibly on a retroactive basis, at any time. In addition, the discussion does not consider the potential
effects, both adverse and beneficial, of possible legislation which, if enacted, could be applied, possibly on a retroactive basis, at any time. The
following discussion is for general information only and is not intended to be, nor should it be construed to be, legal or tax advice to any holder or
prospective holder of our common shares and no opinion or representation with respect to the United States Federal income tax consequences to any
such holder or prospective holder is made. Accordingly, holders and prospective holders of our common shares should consult their own tax advisors
about the federal, state, local, and foreign tax consequences of purchasing, owning and disposing of our common shares.

U.S. Holders. As used herein, the term “U.S. Holder” means a beneficial owner of our common shares that is, for U.S. federal income tax purposes, (i)
a citizen or resident of the United States, (ii) a corporation (or other entity taxable as a corporation for United States federal income tax purposes)
created or organized in or under the laws of the United States or of any political subdivision thereof, (iii) an estate the income of which is includible in
gross income subject to United States federal income tax regardless of its source, or (iv) a trust (a) the administration of which is subject to the primary
supervision of a court in the United States and for which one or more U.S. persons have the authority to control all substantial decisions or (b) that has
a valid election in effect under applicable Treasury regulations to be treated as a U.S. person. If a partnership is a beneficial owner of our common
shares, the tax treatment of a partner in the partnership will generally depend upon the status of the partner and the activities of the partnership. If you
are a partner in a partnership that owns our common shares, you should consult your own tax advisor.

Distributions on Our Common Shares. Except as set forth below with regard to “excess distributions,” U.S. Holders receiving dividend distributions
(including constructive dividends) with respect to our common shares are required to include in gross income for United States Federal income tax
purposes the gross amount of such distributions when received, to the extent that we have current or accumulated earnings and profits, without
reduction for any Canadian income tax withheld from such distributions. Such Canadian tax withheld may be credited, subject to certain limitations,
against the U.S. Holder’s United States Federal Income tax liability or, alternatively, may be deducted in computing the U.S. Holder’s United States
Federal taxable income by those who itemize deductions. (See more detailed discussion at “Foreign Tax Credit” below). To the extent that distributions
exceed our current or accumulated earnings and profits, they will be treated first as a return of capital up to the U.S. Holder’s adjusted basis in the
common shares and thereafter as gain from the sale or exchange of the common shares. Preferential tax rates for long-term capital gains are currently
applicable to a U.S. Holder that is an individual, estate or trust. Dividends paid on our common shares will not generally be eligible for the dividends
received deduction provided to corporations receiving dividends from certain United States corporations.
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Classification As a Passive Foreign Investment Company. A non-U.S. corporation is classified as a passive foreign investment company (a “PFIC”) for
a taxable year if either: (i) at least 75% or more of its gross income is passive income or (ii) at least 50% of the value of its assets (based on an average
of the quarterly values of the assets during the taxable year) is attributable to passive assets (which includes cash and any assets that produce, or are
held for the production of, passive income). For at least as long as we do not generate income from our operations, we believe that we will be classified
as a PFIC for United States federal income tax purposes. As a result, a U.S. Holder of our common shares will be subject to special tax rules with
respect to any “excess distribution” that it receives and any gain it realizes from a sale or other disposition (including a pledge) of our common shares,
unless it makes either a “mark-to-market” or “qualified electing fund” election as discussed below. Distributions a U.S. Holder receives in a taxable
year that are greater than 125% of the average annual distributions such U.S. Holder received during the shorter of the three preceding taxable years or
the U.S. Holder’s holding period for the common shares will be treated as an excess distribution. In addition, a step-up in the tax basis of stock in a
PFIC may not be available upon the death of an individual U.S. Holder.

Under these special tax rules: (i) the excess distribution or gain will be allocated ratably over the U.S. Holder’s holding period for the common shares,
(ii) the amount allocated to the current taxable year, and any taxable year prior to the first taxable year in which we were a PFIC, will be treated as
ordinary income, and (iii) the amount allocated to each other year will be subject to the highest tax rate in effect for that year and the interest charge
generally applicable to underpayments of tax will be imposed on the resulting tax attributable to such year.

The tax liability for amounts allocated to years prior to the year of disposition or “excess distribution” cannot be offset by any net operating losses for
such years and gains (but not losses) realized on the sale of common shares cannot be treated as capital, even if the U.S Holder holds the common
shares as capital assets.

Alternatively, a U.S. Holder of “marketable stock” (as defined below) in a PFIC may make a mark-to-market election for stock of a PFIC to elect out
of the tax treatment discussed in the two preceding paragraphs. If a U.S. Holder makes a mark-to-market election for common shares, the U.S. Holder
will include in income each year an amount equal to the excess, if any, of the fair market value of the common shares as of the close of its taxable year
over its adjusted basis in such common shares. A U.S. Holder is allowed a deduction for the excess, if any, of the adjusted basis of common shares over
their fair market value as of the close of the taxable year. However, deductions are allowable only to the extent of any net mark-to-market gains on
common shares included in the U.S. Holder’s income for prior taxable years. Amounts included in a U.S. Holder’s income under a mark-to-market
election, as well as gain on the actual sale or other disposition of common shares, are treated as ordinary income. Ordinary loss treatment also applies
to the deductible portion of any mark-to-market loss on common shares, as well as to any loss realized on the actual sale or disposition of common
shares, to the extent that the amount of such loss does not exceed the net mark-to-market gains previously included for such common shares. A U.S.
Holder’s basis in common shares will be adjusted to reflect any such income or loss amounts.

The mark-to-market election is available only for “marketable stock,” which is stock that is traded in other than de minimis quantities on at least 15
days during each calendar quarter on a qualified exchange, including the American Stock Exchange, or other market, as defined in applicable U.S.
Treasury regulations. Our common shares are listed on the American Stock Exchange and, consequently, the mark-to-market election should be
available to a U.S. Holder, provided that our common shares are traded in sufficient quantities.

In general, if a non-U.S. corporation is a PFIC, a holder of shares in that corporation may avoid taxation under the rules described above by making a
“qualified electing fund” (“QEF”) election to include in income its share of the corporation’s income on a current basis, or a “deemed sale” election
once the corporation no longer qualifies as a PFIC. However, a U.S. Holder may make a qualified electing fund election with respect to common shares
only if we furnish certain tax information to the U.S. Holder annually, and we do not currently intend to prepare or provide such information.
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Foreign Tax Credit. A U.S. Holder that pays (or has withheld from distributions) Canadian income tax with respect to the ownership of our common
shares may be entitled, at the option of the U.S. Holder, to either a deduction or a tax credit for such foreign tax paid or withheld. Generally, it will be
more advantageous to claim a credit because a credit reduces United States Federal income taxes on a dollar-for-dollar basis, while a deduction merely
reduces the taxpayer’s income subject to tax. This election is made on year-by-year basis and applies to all foreign income taxes (or taxes in lieu of
income tax) paid by (or withheld from) the U.S. Holder during the year. There are significant and complex limitations which apply to the credit, among
which is the general limitation that the credit cannot exceed the proportionate share of the U.S. Holder’s United States income tax liability that the U.S.
Holder’s foreign source income bears to his/her or its worldwide taxable income. In the determination of the application of this limitation, the various
items of income and deduction must be classified into foreign and domestic sources. Complex rules govern this classification process. The availability
of the foreign tax credit and the application of the limitations on the credit are fact specific and holders and prospective holders of our common shares
should consult their own tax advisors regarding their individual circumstances.

H. Documents on Display
All documents referred to in this Form 20-F are available for inspection at our office, listed below, during normal office hours.

PolyMet Mining Corp.

#2350 - 1177 West Hastings Street
Vancouver, British Columbia
V6E 2K3 Canada

We are subject to the informational requirements of the Securities Exchange Act of 1934, as amended,. In accordance with these requirements, we file
reports and other information with the SEC. These materials, including this annual report on Form 20-F and its exhibits, may be inspected and copied
at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549 and at the SEC’s regional office at 500 West Madison Street, Suite
1400, Chicago, Illinois 60661. Copies of the materials may be obtained from the Public Reference Room of the Commission at 100 F. Street, N.E.,
Washington, D.C. 20549 at prescribed rates. The public may obtain information on the operation of the Commission’s Public Reference Room by
calling the Commission in the United States at 1-800-SEC-0330.

Our reports, registration statements and other information can also be inspected on EDGAR available on the SEC’s website at www.sec.gov.

ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

We may be subject to foreign currency exchange rate risk, because we hold funds and financial instruments in Canadian dollars but report our financial
information using the U.S. dollar. If we hold onto funds obtained from financings, currently our only means to obtain funds, and Canadian dollar
depreciates in comparison to the U.S. the fair value of our funds will decrease and will be reported on our financial statements at this depressed
conversion rate. If the Canadian dollar appreciates as compared to the U.S. dollar, however, fair value of any financial instruments or funds held will
increase and be reported on our financial statements based on this favorable conversion rate. Our current exposure, however, is not sufficient to have a
material effect on our results of operations and financial condition.

Moreover, we periodically access the capital markets with the issuance of new shares to fund operating expenses, and we do not maintain significant
cash reserves over periods of time that could be materially affected by fluctuations in interest rates or foreign exchange rates.
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ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURITIES

Not Applicable.

ITEM 13. DEFAULT, DIVIDEND ARREARAGES AND DELINQUENCIES -

None.

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHT OF SECURITY HOLDERS AND USE OF PROCEEDS

Shareholder Rights Plan

Effective December 4, 2003, we adopted a Shareholder Rights Plan (“Rights Plan”), ratified by our shareholders on May 28, 2004. Under the Rights
Plan, all common shares that we issued during the term of the Rights Plan will receive one right for no consideration for each share of common stock
held, to holders of record on December 4, 2003. The term of the Rights Plan is 10 years, unless the rights are earlier redeemed or exchanged. The rights
issued under the Rights Plan become exercisable only if a party acquires 20% or more of our common shares without complying with the Rights Plan
or without the approval of our board of directors.

Each right entitles the registered holder thereof to purchase from us, on the occurrence of certain events, one common share at the price of CDN$50 per
share, subject to adjustment (the “Exercise Price”). However, if a Flip-in Event (as defined in the Rights Plan) occurs, each Right would then entitle the
registered holder to receive, upon payment of the Exercise Price, that number of common shares that have a market value at the date of that occurrence
equal to twice the Exercise Price. The rights are not exercisable until the Separation Time as defined in the Rights Plan.

The Shareholder Rights Plan is filed as Exhibit 4.6.

ITEM 15. CONTROLS AND PROCEDURES

A. Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this Annual Report, an evaluation was performed under the supervision and with the participation of our
management, including the chief executive officer and chief financial officer, of the effectiveness of the design and operation of our disclosure controls
and procedures (as defined in Rule 13a-15 of the Exchange Act, as amended). Based on that evaluation, our management, including the chief executive
officer and chief financial officer, concluded that our disclosure controls and procedures were effective as of the end of the period covered by this
Annual Report to provide reasonable assurance that information required to be disclosed by us in the reports that we file or submit under the Exchange
Act, as amended, is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms.

B. Changes in Internal Controls

Our management, which includes the chief executive officer and chief financial officer, identified no changes in our internal control over financial
reporting that occurred during the fiscal year ended January 31, 2006, that has materially affected, or is reasonably likely to materially affect, our
internal control over financial reporting.

The term “internal control over financial reporting” is defined as a process designed by, or under the supervision of, the our principal executive and
principal financial officers, or persons performing similar functions, and effected by the our board of directors, management and other personnel, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles and includes those policies and procedures that:
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Q) Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect our transactions and dispositions of assets;

2 Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that our receipts and expenditures are being made only in accordance with authorizations of
management and directors of the registrant; and

3) Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our assets that
could have a material effect on the financial statements.

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT

As of January 31, 2006, the audit committee consisted of three directors. The Board of Directors has determined that the following two audit
committee members are deemed financial experts, both of whom are independent as defined under the American Stock Exchange Listing Standards.

W. lan L. Forrest
Mr. Forrest is a Chartered Accountant practicing in Geneva and specializes in finance, banking and tax consulting. He is a director of two Canadian
public companies, Caledonian Mining Corporation and Mengold Resources Inc.

George Molyviatis
Mr. Molyviatis has approximately fifteen years experience as an investment banker and businessman. He started his career with BNP Paribas in

Geneva in 1986 and held increasingly senior positions, ultimately becoming Senior Vice-President. In 1994 he joined Credit Suisse as Senior Vice-
President and left in 1996 start-up Pegasus Securities, S.A., a Greek investment bank that he ran until 1999, when it was sold. Since then Mr.
Molyviatis has been a private investor in several natural resource companies.

ITEM 16B. CODE OF ETHICS

We have adopted Code of Ethics, effective April 5, 2006, which applies to all our employees, including our directors and executive officers. The Code
of Ethics covers areas of professional and business conduct, and is intended to promote honest and ethical behavior, including fair dealing and the
ethical handling of conflicts of interest, support full, fair, accurate, and timely disclosure in reports and documents we file with, or submit to, the SEC
and other governmental authorities, and in its other public communications; deter wrongdoing; encourage compliance with applicable laws, rules, and
regulations; and to ensure the protection of our legitimate business interests. We also encourage our directors, officers, employees and consultants to
promptly to report any violations of the Code of Ethics.

The Code is filed as Exhibit 11.1.

ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The following outlines the expenditures for accounting fees for the last two fiscal periods ended:

Financial Year Ending Audit Fees Audit Related Fees Tax Fees! All Other Fees
January 31, 2006 CDN $22,600 Nil CDN $3,725 CDN $588
January 31, 2005 CDN $18,200 Nil CDN $800 CDN $450

! Represents the fees billed in each of the last two fiscal years for U.S. and Canadian tax returns prepared by Staley, Okada & Partners.
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2 Fees paid to the Canadian Public Accountability Board.

Pre-Approval Policies and Procedures

All of the fees paid to our auditors, Staley, Okada & Partners, were pre-approved by our Audit Committee. This pre-approval involved a submission by
our auditors to our Audit Committee of a scope of work to complete the audit and prepare tax returns, an estimate of the time involved, and a proposal
for the fees to be charged for the audit. The Audit Committee reviewed this proposal with our management and after discussion with our auditors, pre-
approved the scope of work and fees.

PART Il

ITEM 17. FINANCIAL STATEMENTS

Our financial statements are stated in United States Dollars (US$) and are prepared in accordance with Canadian Generally Accepted Accounting
Principles; the application of which, in our case, conforms in all material respects for the periods presented with U.S. GAAP, except as disclosed in
footnotes to the financial statements.

Index to Financial Statements

Description Page
Management’s Responsibility for the Financial Statements F-1
Report of Independent Registered Public Accounting Firm F-2
Consolidated Balance Sheet F-3
Consolidated Statements of Shareholders’ Equity F-4
Consolidated Statements of Loss F-5
Consolidated Statements of Cash Flows F-6
Consolidated Schedules of Pre-Feasibility Costs F-7
Notes to Consolidates Financial Statements F-8

ITEM 18. FINANCIAL STATEMENTS

Not Applicable.

ITEM 19. EXHIBITS

Footnote
Exhibit No. Description Ref.
11 Certificate of Incorporation. *
1.2 Certificate of Change of Name. *
1.3 Articles of Incorporation of PolyMet Mining Corp. *
4.1 Incentive Stock Option Plan. *
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4.2

4.3

8.1

11.1

11.2

12.1

12.2

13.1

15.1

Shareholder Rights Plan Agreement.

Contract for Deed between us and Cleveland Cliffs of Cleveland, Ohio, dated November 15, 2005.
List of Subsidiaries.

Code of Ethics.

Statement of Corporate Governance Practices, including Audit Mandate and Charter.

Certification of the Principal Executive Officer pursuant to 17 C.F.R. 240.13a-14(a).

Certification of the Principal Financial Officer pursuant to 17 C.F.R. 240.13a-14(a).

Certification of the Principal Executive Officer and Principal Financial Officer pursuant to 17 C.F.R. 240.13a-14(b)
and 18 U.S.C. 1350.

Technical Report on the NorthMet Project by P. Downey and Associates, dated July 2004.
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15.2 Subscription Agreement dated as of July 19, 2004, between us and certain investor(s). *

15.3 Subscription Agreement dated as of February 11, 2005, between us and certain investor(s). *

15.4 Subscription Agreement closing on August 29, 2005, between us and certain investor(s). *

15.5 Subscription Agreement dated as of September 21, 2005, between us and certain investors. *

15.6 Lease Agreement between us and U.S. Steel Corporation dated January 4, 1989. *

15.7 Notice of Assignment of the Lease Agreement from U.S. Steel Corporation to RGGS Land and Minerals, Ltd. L.P. *

15.8 Nominating Committee Charter *

15.9 Consent of Staley, Okada & Partners, Chartered Accountants *
Footnote

Ref. Description

* Filed herewith.

(1) Incorporated by reference to our Annual Report on Form 20-F/A for the fiscal year ended January 31, 2004, filed on July 7, 2005.
2 Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended January 31, 2005, filed on July 25, 2005.
?3) Incorporated by reference to our Annual Report on Form 20-F for the fiscal year ended January 31, 2004, filed on July 30, 2004.
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SIGNATURES

The Registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and has duly caused and authorized the undersigned to sign
this Annual Report on its behalf.

Dated: July 31, 2006

POLYMET MINING CORP.

/sl William Murray

Name: William Murray
Title: Chief Executive Officer
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POLYMET MINING CORP.
CONSOLIDATED FINANCIAL STATEMENTS
January 31, 2006, 2005 and 2004

U.S. Funds
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-2 POLYMET MINING CORP.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The financial statements of PolyMet Mining Corp. have been prepared by management in accordance with Canadian generally accepted accounting
principles and with the standards of the Public Company Accounting Oversight Board (United States). The financial information contained elsewhere
in this report has been reviewed to ensure consistency with the financial statements.

Management maintains systems of internal control designed to provide reasonable assurance that the assets are safeguarded. All transactions are
authorized and duly recorded, and financial records are properly maintained to facilitate financial statements in a timely manner. The Board of
Directors is ultimately responsible for reviewing and approving the financial statements. The Board carries out this responsibility principally through
its Audit Committee.

The Audit Committee of the Board of Directors has reviewed the financial statements with management and external auditors. Staley, Okada and
Partners, an independent firm of chartered accountants, appointed as external auditors by the shareholders, have audited the financial statements and
their report is included herein.

/sl William Murray

William Murray
President and Chief Executive Officer

Vancouver, Canada
4 April 2006
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Suite 400 - 882 West Pender Street

¥ i ¥ I.f

Staley, Obada & Partuers \aheouver. BB Banade MoE 360

CHARTERED ACCOUNTANTS Tel 604 694-6070
Fax 604 585-8377

info@ staleyokada.com

wwow staleyokada com

Report of Independent Registered Public Accounting Firm

To the Shareholders of PolyMet Mining Corp.:

We have audited the accompanying consolidated balance sheets of PolyMet Mining Corp. (the “Company”) as at 31 January 2006 and 2005 and the
related consolidated statements of shareholders' equity, loss and cash flows for each of the years in the three-year period ended 31 January 2006. These
financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with the Canadian generally accepted auditing standards and with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether
the financial statements are free of material misstatement. The Company is not required to have, nor were we engaged to perform an audit of its
internal control over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as
at 31 January 2006 and 2005, and the results of its operations and its cash flows for each of the years in the three-year period ended 31 January 2006, in
accordance with Canadian generally accepted accounting principles.

/s/ Staley, Okada & Partners
Vancouver, BC STALEY, OKADA & PARTNERS
4 April 2006 CHARTERED ACCOUNTANTS
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PolyMet Mining Corp.
Consolidated Balance Sheets
As at January 31

U.S. Funds

ASSETS
Current
Cash
Term deposit
Taxes and miscellaneous receivables
Prepaid expenses

Investments (Note 4)
Property, Plant and Equipment (Note 6, 7, 10)

LIABILITIES
Current
Accounts payable
Current portion of long term debt (Note 7)

Long term
Long term debt (Note 7)
Asset retirement obligation (Note 8)

Contingent Liabilities and Commitments (Note 16)

SHAREHOLDERS’ EQUITY

Share Capital - Statement 2 (Note 9)

Share Subscriptions Received - Statement 2 (Note 9a(ii)
Contributed Surplus - Statement 2 (Note 9d)

Deficit - Statement 2

ON BEHALF OF THE BOARD:

/sl William Murray , Director

/s/ David Dreisinger , Director

- See Accompanying Notes -

F-3

Statement 1

2006 2005
$ 11671427 $ 510,871
— 807,200

40,986 45,005
75,562 241,596
11,787,975 1,604,672
253 253

14,247,008 745,239

$ 26035236 $ 2,350,164
$ 1,717,420 $ 331,012
1,000,000 —
2,717,420 331,012
1,420,515 —
2,510,687 —
6,648,622 —
49,022,606 18,388,194
— 762,804
4,431,133 1,005,742
(34,067,125) (18,137,588)
19,386,614 2,019,152

$ 26035236 $ 2,350,164




PolyMet Mining Corp. Statement 2
Consolidated Statements of Shareholders’ Equity

U.S. Funds
Common Shares
Share
Authorized Subscriptions Contributed
Shares Shares Amount Received Surplus Deficit Total
Balance - 31 January 2004 1,000,000,000 44,992,054 $15,231,768 $ — $ 55048 $(14,361,251)$ 925,565
Loss for the year — — — — —  (3,776,337)  (3,776,337)
Shares issued for cash:
Private placements (Note 9a (v)) — 2,800,000 1,733,984 — — — 1,733,984
Share subscriptions received (Note 9a (ii)) — — — 762,804 — — 762,804
Share issuance costs — — (18,752) — — — (18,752)
Exercise of warrants (Note 9a (vi)) — 5,277,573 828,554 — — — 828,554
Exercise of options (Note 9a (vii)) — 1,088,400 81,383 — — — 81,383
Shares issued for finders’ fee (Note 10) — 155,626 96,375 — — — 96,375
Non-cash share issuance costs (Note 10) — — (96,375) — — — (96,375)
Shares issued for property (Note 10h) — 1,000,000 229,320 — — — 229,320
Stock-based compensation (Notes 9c¢ and 9d) — — — — 992,658 — 992,658
Fair value of stock options exercised (Note 9d) — — 41,964 — (41,964) — —
Balance - 31 January 2005 - Shares issued Unlimited 55,313,653 18,128,221 762,804 1,005,742  (18,137,588) 1,759,179
Shares allotted for exercise of warrants — 224,925 26,117 — — — 26,117
Shares allotted for bonus (Note 10) — 1,590,000 233,856 — — — 233,856
Balance - 31 January 2005 - Shares issued and allotted Unlimited 57,128,578 $18,388,194 $ 762,804 $ 1,005,742 $(18,137,588) $ 2,019,152
Loss for the year — — — — — (15,929,537) (15,929,537)
Reverse shares allotted for exercise of warrants — (224,925) (26,117) — — — (26,117)
Reverse shares allotted for bonus (Note 10) — (1,590,000) (233,856) — — — (233,856)
Issuance of shares for exercise of warrants
(Note 8a (i)) — 224,925 26,117 — — — 26,117
Issuance of shares for bonus (Notes 10 and 16) — 1,590,000 233,856 — — — 233,856
Shares issued for cash:
Private placements (Note 9a (ii)) — 28,494,653 20,387,824 (762,804) — — 19,625,020
Share issuance costs — — (908,920) — — — (908,920)
Exercise of warrants (Note 9a (iii)) — 5,700,628 3,296,143 — — — 3,296,143
Exercise of options (Note 9a (iv)) — 1,795,852 196,988 — — — 196,988
Shares issued for finders’ fee (Note 10) — 852,915 616,770 — — — 616,770
Non-cash share issuance costs (Note 10) — — (616,770) — — — (616,770)
Shares issued for property (Note 10) — 6,200,547 7,564,444 — — — 7,564,444
Stock-based compensation (Notes 9c and 9d) — — — — 3,523,324 — 3,523,324
Fair value of stock options exercised (Note 10) _ — 97,933 _ (97,933) _ _
Balance - 31 January 2006 Unlimited 100,173,173 $49,022,606 $ — $ 4,431,133 $(34,067,125) $ 19,386,614

- See Accompanying Notes -
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PolyMet Mining Corp.
Consolidated Statements of Loss
For the Years Ended 31 January
U.S. Funds

General and Administrative
Administration fees and wages
Amortization
Consulting fees
Conferences
Insurance
Interest expense (income), net
Investor relations and financing
Management fees
Office and telephone
Professional fees
Rent
Shareholders’ information
Stock-based compensation expense (Note 9c)
Transfer agent and filing fees
Travel and automotive

Loss Before the Undernoted

Other Expenses (Income)
Pre-feasibility costs - Schedule 1
Gain on foreign exchange conversion
Gain on sale of resource properties
Loss on sale of property, plant and equipment

Loss for the Year

Deficit Beginning of the Year

Deficit End of Year

Loss per Share

Weighted Average Number of Shares

Statement 3

2006 2005 2004
$ 207,650 $ 105,449 $ 32,120
4,220 1,705 275
388,900 370,815 21,278
26,138 — —
29,858 31,199 —
(148,036) (2,221) 380
89,542 95,669 —
129,483 141,270 52,388
101,127 47175 9,106
150,606 98,624 58,806
61,516 58,713 8,767
53,364 35,277 5,032
3,523,324 992,658 55,048
64,914 24,765 20,221
348,244 220,530 25,278
5,030,850 2,221,628 288,699
11,120,145 1,622,983 91,616
(221,458) (68,274) (22,230)
— — (219,925)
— — 8,640
10,898,687 1,554,709 (141,899)
$ 15929537 $ 3776337 $ 146,800
18,137,588 14,361,251 14,214,451
34,067,125 18,137,588 14,361,251
$ 0.22) $ 0.07) $ (0.00)
73,484,490 51,946,290 35,452,260

- See Accompanying Notes -




PolyMet Mining Corp.

Consolidated Statements of Cash Flows
For the Years Ended 31 January

U.S. Funds

Operating Activities

Loss for the year
Adjustments to reconcile loss to net cash
Consulting - bonus shares
Amortization
Stock-based compensation expense
Gain on sale of resource properties
Loss on sale of property, plant and equipment
Changes in current assets and liabilities
Miscellaneous receivables
Prepaid expenses
Accounts payable

Net cash used in operating activities

Investing Activities
Term deposit
Purchase of property, plant and equipment (Note 6, 7, 10)
Purchase of equipment
Proceeds on disposal of equipment
Proceeds on sale of resource property

Net cash used in investing activities

Financing Activities
Share capital - for cash
Share subscriptions received

Net cash provided by financing activities

Net Increase in Cash Position
Cash Position - Beginning of Year

Cash Position - End of Year

Cash Position Consists of:

Cash on deposit
Bank overdraft covered by term deposit
Restricted cash from share subscriptions received

Cash paid during the year for interest expense
Cash paid during the year for income taxes

Supplemental disclosure with respect to cash flows (Note 10)

Statement 4

2006 2005 2004
$  (15929,537) $ (3,776,337) (146,800)
— 233,856 —
4,220 1,705 275
3,523,324 992,658 55,048
— — (219,925)
_ — 8,640
4,019 (23,124) (15,665)
166,034 (236,130) (5,466)
1,386,408 231,640 20,378
(10,845,532) (2,575,732) (303,515)
807,200 (807,200) —
(1,000,000) — (500,000)
(10,343) (15,838) (2,061)
— — 33,331
— — 219,925
(203,143) (823,038) (248,805)
22,209,231 2,651,286 1,044,684
— 762,804 —
22,209,231 3,414,090 1,044,684
11,160,556 15,320 492,364
510,871 495,551 3,187
$ 11,671,427 $ 510,871 495,551
$ 11,671,427 $ — 495,551
— (251,933) —
— 762,804 —
$ 11,671,427 $ 510,871 495,551

-See Accompanying Notes -

F-6




PolyMet Mining Corp.

Consolidated Schedules of Pre-Feasibility Costs
For the Years Ended 31 January

U.S. Funds

Direct
Camp and general
Consulting fees
Drilling
Engineering
Environmental
Geological and geophysical
Land lease, taxes and licenses
Metallurgical
Mine planning
Permitting
Plant maintenance and repair
Sampling
Scoping study

Total Costs for the Year

Schedule 1
2006 2005 2004

$ 100,987 $ 5337 $ 4,750
690,075 336,770 —
3,075,034 441 —
578,310 220,729 —
2,420,531 406,524 —
74,689 172,675 —
187,205 78,605 76,154
1,894,096 66,984 10,712
1,312,392 48,769 —
137,013 181,751 —
43,691 — —
606,122 — —
— 104,398 —
$ 11,120,145 $ 1,622,983 $ 91,616

- See Accompanying Notes -




PolyMet Mining Corp.
Notes to Consolidated Financial Statements
For the years ended 31 January 2006, 2005 and 2004

U.S. Funds

1. Nature of Business

PolyMet Mining Corp. (“the Company”) was incorporated in British Columbia, Canada on 4 March 1981 under the name Fleck Resources Ltd.
The Company changed its name from Fleck Resources to PolyMet Mining Corp. on 10 June 1998.

The Company is engaged in the exploration and development, when warranted, of natural resource properties. The Company’s primary mineral
property is the NorthMet Project, a polymetallic project in northeastern Minnesota, USA. The realization of the Company’s investment in the
NorthMet Project and other assets is dependant upon various factors, including the existence of economically recoverable mineral reserves, the
ability to obtain the necessary financing to complete the exploration and development of the NorthMet Project, future profitable operations, or
alternatively upon disposal of the investment on an advantageous basis.

2. Significant Accounting Policies

a)

b)

Consolidation

These consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries, PolyMet Mining Inc.
and Fleck Minerals Inc. The purchase method of accounting is used to consolidate these subsidiaries.

PolyMet Mining Inc. was incorporated in Minnesota, U.S.A. to hold the NorthMet Lease (Note 5). Fleck Minerals Inc. is currently
inactive.

Mineral Operations

The Company is in the pre-feasibility stage of developing its mineral properties and has not yet determined whether these properties
contain ore reserves that are economically recoverable.

Exploration expenses incurred prior to determination of the feasibility of a mining operation, periodic option payments and
administrative expenses are expended as incurred. Mineral property acquisition costs and exploration and development expenditures
incurred subsequent to the determination of the feasibility of mining operation are deferred until the property is placed into production,
sold, allowed to lapse or abandoned. Acquisition costs include cash and fair market value of common shares. These capitalized costs
will be amortized over the estimated life of the property following commencement of commercial production or written off if the
property is sold, allowed to lapse or abandoned or when an impairment of values has occurred.

Ownership in mineral interests involves certain inherent risks due to the difficulties of determining the validity of certain claims as well
as the potential for problems arising from the frequently ambiguous conveyance history characteristic of many mineral interests. The
Company has investigated ownership of its mineral interests and, to the best of its knowledge, ownership of its interests are in good
standing.




PolyMet Mining Corp.
Notes to Consolidated Financial Statements
For the years ended 31 January 2006, 2005 and 2004

U.S. Funds

2.

Significant Accounting Policies - Continued

©)

d)

€)

9

Amortization
The Company provides for amortization of its property, plant and equipment as follows:

Leasehold improvements - Straight-line over 10 years Furniture and equipment - Straight-line over 10 years Computers - Straight-line
over 5 years

Property, plant and equipment related to the NorthMet Project will begin to be amortized at the time the project commences operations
and will be over the life of the mine.

Investments

The Company carries its long-term portfolio investments at lower of cost or net realizable value. Investments are written down to net
realizable value when there has been a loss in value of the investment, which is other than a temporary decline.

Loss Per Share

Basic earnings (loss) per share is computed by dividing income (loss) available to common shareholders by the weighted average
number of common shares outstanding during the year. The computation of diluted earnings per share assumes the conversion, exercise
or issuance would have a dilutive effect on earnings per share. The dilutive effect of convertible securities is reflected in diluted
earnings per share by application of the “if converted” method. The dilutive effect of outstanding options and warrants and their
equivalents is reflected in diluted earnings per share by application of the treasury stock method.

Conversion of Foreign Currency

The accounts of the Company are prepared in U.S. funds and the company’s Canadian operations are translated into U.S. dollars as
follows:

o Monetary assets and liabilities at year-end rates,
 All other assets and liabilities at historical rates, and
o Revenue and expense items at the average rate of exchange prevailing during the year.

Exchange gains and losses arising from these transactions are reflected in income or expense in the year.

Environmental Expenditures

The operations of the Company may in the future be affected from time to time in varying degrees by changes in environmental
regulations, including those for future removal and site restoration costs. Both the likelihood of new regulations and their overall effect
upon the Company vary greatly and are not predictable. The Company’s policy is to meet or, if possible, surpass standards set by
relevant legislation, by application of technically proven and economically feasible measures.




PolyMet Mining Corp.
Notes to Consolidated Financial Statements
For the years ended 31 January 2006, 2005 and 2004

U.S. Funds
2.

h)

i)

)

k)

Significant Accounting Policies - Continued

Management’s Estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the dates of the financial statements and the reported amounts of revenues and expenses during the reported years. Actual
results could differ from those estimates.

Share Capital

i) The proceeds from the exercise of stock options and warrants are recorded as share capital in the amount for which the option or
warrant enabled the holder to purchase a share in the Company.

i) Share capital issued for non-monetary consideration is recorded at an amount based on fair market value.
Stock-Based Compensation

All stock-based awards made to employees and non-employees are measured and recognized using a fair value based method. For
employees, the fair value of the options is measured at the date of the grant. For non-employees, the fair value of the options is
measured on the earlier of the date at which the counterparty performance is complete or the date the performance commitment is
reached or the date at which the equity instruments are granted if they are fully vested and non-forfeitable. For employees and non-
employees, the fair value of the options is accrued and charged to operations, with the offsetting credit to contributed surplus, on a
straight- line basis over the vesting period. If and when the stock options are ultimately exercised, the applicable amounts of contributed
surplus are transferred to share capital.

Cash and Cash Equivalents

For purposes of reporting cash flows, the Company considers cash and cash equivalents to include amounts held in banks and highly
liquid debt investments with remaining maturities at point of purchase of three months or less. The Company places its cash and cash
investments with institutions of high credit worthiness. At times, such investments may be in excess of insurance limits.




PolyMet Mining Corp.
Notes to Consolidated Financial Statements
For the years ended 31 January 2006, 2005 and 2004

U.S. Funds

2.

Significant Accounting Policies - Continued

)

m)

n)

0)

Asset Retirement Obligations

The recommendations of Canadian Institute of Chartered Accountants (“CICA”) Handbook Section 3110, Asset Retirement Obligations
(“CICA 31107), became effective on 1 February 2004. This section requires the recognition of a legal liability for obligations relating to
the retirement of property, plant and equipment and obligations arising from the acquisition, construction, development, or normal
operation of those assets. Such asset retirement costs must be recognized at fair value, when a reasonable estimate of fair value can be
estimated, in the year in which the liability is incurred. A corresponding increase to the carrying amount of the related asset, where one
is identifiable, is recorded and amortized over the life of the asset. Where a related asset is not easily identifiable with a liability, the
change in fair value over the course of the year is expensed. The amount of the liability is subject to re-measurement at each reporting
year-end. The estimates are based principally on legal and regulatory requirements. It is possible that the Company’s estimates of its
ultimate reclamation and closure liabilities could change as a result of changes in regulations, changes in the extent of environmental
remediation required, changes in the means of reclamation or changes in cost estimates. Changes in estimates are accounted for
prospectively commencing in the year the estimate is revised.

Variable Interest Entities

Effective 1 February 2005, the Company adopted the recommendations of CICA Handbook Accounting Guideline 15 (AcG-15),
Consolidation of Variable Interest Entities, effective for annual and interim periods beginning on or after 1 November 2004. Variable
interest entities (VIEs) refer to those entities that are subject to control on a basis other than ownership of voting interests. AcG-15
provides guidance for identifying VIEs and criteria for determining which entity, if any, should consolidate them. Adoption of this
accounting policy has not affected the Company’s financial statements.

Impairment of Long-Lived Assets

The Company has adopted CICA Section 3063 “Impairment of Long-Lived Assets”. This statement establishes standards for the
recognition, measurement and disclosure or the impairment of non-monetary long-lived assets, included property, plant and equipment,
intangible assets with finite useful lives, deferred pre-operating costs and long-term prepaid assets. The adoption of this standard did not
have a material impact on the Company’s financial position or results of operations.

Comparative Figures

Certain of the comparative figures have been reclassified to conform with the current year’s presentation.
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PolyMet Mining Corp.
Notes to Consolidated Financial Statements
For the years ended 31 January 2006, 2005 and 2004

U.S. Funds
3. Financial Instruments
a) Fair value
The carrying value of cash, miscellaneous receivable, investments (Note 4) accounts payable and long-term debt approximates the fair
value of these financial instruments due to their short-term maturity or capacity of prompt liquidation.
b) Interest rate risk
The Company is not exposed to significant interest rate risk due to the short-term maturity of its monetary current assets and current
liabilities.
c) Currency risk
The Company is exposed to foreign currency fluctuations to the extent primary expenditures incurred by the Company are not
denominated in Canadian dollars. As at 31 January 2006, the Company had investments in mineral properties that require the Company
to make payments in US dollars (Notes 6 and 7). The Company's ability to make these payments will be affected by currency
fluctuations.
4. Investments

Details are as follows:

31 January 31 January
Market Value 2006 2005
American Platinum Inc. $ —  $ 1 $
Aloak Corp. 25 252
$ 25 $ 253 $

These investments represent minority interests of less than 10% in the respective companies.
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Resource Property Agreements
NorthMet, Minnesota, U.S.A. - Lease

By an agreement dated 4 January 1989 and a subsequent amendment and assignment, the Company leases certain lands in St. Louis County,
Minnesota from RGGS Land & Minerals Ltd., L.P. During the year ended 31 January 2005, United States Steel Corporation assigned the lease
to RGGS Land & Minerals Ltd., L.P. The current term of the renewable lease is 20 years and calls for total lease payments of $1,475,000. All
lease payments have been paid or accrued to 31 January 2006. The agreement requires future annual lease payments of $150,000 from 4
January 2006 to 2009.

The Company can, at its option, terminate the lease at any time by giving written notice to the lessor not less than 90 days prior to the effective
termination date or can indefinitely extend the 20-year term by continuing to make $150,000 annual lease payments on each successive
anniversary date.

The lease payments are considered advance royalty payments and shall be deducted from future production royalties payable to the lessor,
which range from 3% to 5% based on the net smelter return received by the Company. The Company’s recovery of the advance royalty
payments is subject to the lessor receiving an amount not less than the amount of the annual lease payment due for that year.

Property, Plant and Equipment

Details are as follows:

Accumulated Net Book
31 January 2006 Cost Amortization Value
NorthMet Project $ 14,224,967 $ — $ 14,224,967
Leasehold improvements 624 27 597
Furniture and equipment 9,663 2,315 7,348
Computers 17,855 3,759 14,096
$ 14,253,109 $ 6,101 $ 14,247,008
Accumulated Net Book
31 January 2005 Cost Amortization Value
NorthMet Project $ 729,320 $ — 3 729,320
Leasehold improvements — — —
Furniture and equipment 1,888 172 1,716
Computers 15,908 1,705 14,203
$ 747,116 3% 1877 $ 745,239
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6. Property, Plant and Equipment - Continued
Cleveland Cliffs Option, Minnesota, U.S.A.

By a Memorandum of Understanding dated 5 December 2003 and an option agreement dated 14 February 2004, the Company obtained an
option (“Cliffs Option™) to acquire certain property, plant and equipment (“Cliffs Assets”) from Cleveland Cliffs of Cleveland, Ohio (“Cliffs”)
located near the Company’s NorthMet Project. Under the terms of the agreement, Cliffs will maintain available designated elements of the
facility while the Company develops its feasibility study on the NorthMet project.

As consideration for the exclusive Cliffs Option, the Company paid $500,000 prior to 31 January 2004 as required and issued to Cliffs
1,000,000 common shares on 30 March 2004, valued at $229,320 to maintain the exclusive rights until 30 June 2006.

On 14 September 2005 the Company reached an agreement in principle with Cliffs on the terms for the early exercise of the Company’s option
to acquire 100% ownership of large portions of the former LTV Steel Mining Company ore processing plant in northeastern Minnesota (the
“Asset Purchase Agreement™).

On 15 November 2005 the Company completed the acquisition under the Asset Purchase Agreement (“Purchase Agreement”). The property,
plant and equipment assets now owned by the Company include land, crushing, milling and flotation capacity, complete spare parts, plant site
buildings, real estate, tailings impoundments and mine work shops, as well as access to extensive mining infrastructure. The final allocation of
the purchase price has not been agreed to between the parties. As the assets are not in use no amortization of these assets has been recorded to
31 January 2006.

The consideration for the Asset Purchase was $3.4 million in cash ($1,000,000 paid) and the issuance of 6,200,547 common shares (issued on
15 November 2005 at fair market value of $7,564,444) in the capital stock of the Company. The remaining cash component of the payment of
$2.4 million will be paid in quarterly instalments of US$250,000 for a total of $2.5 million, which includes interest of $100,000 (Note 7).
Interest accrued in the amount of $20,515 has been capitalized as part of the cost of the NorthMet Project assets.

The Company has assumed certain ongoing site-related environmental and reclamation obligations. These environmental and reclamation
obligations are presently contracted under the terms of the Purchase Agreement with Cliffs. Once the Company obtains its permit to mine and
Cliffs is released from its obligations by the State agencies, the environmental and reclamation obligations will be direct with the governing
bodies. The present value of the asset retirement obligation in the amount of $2,510,687 (Note 8) has been recorded as an increase in the
carrying amount of the NorthMet Project assets and will be amortized over the life of the asset.

Under the terms of the agreement Cliffs will have the right to participate on a pro-rata basis in future cash equity financings.
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7. Long Term Debt

Pursuant to the Asset Purchase Agreement (Note 6) the Company’s wholly owned subsidiary PolyMet Mining Inc. signed a note payable to
Cliffs in the amount of $2,400,000. The note is interest bearing at the annual simple rate of four percent (4%) and shall be paid in quarterly
instalments equal to $250,000 for total repayment of $2,500,000. As at 31 January 2006 the outstanding long term debt was as follows:

Note payable $ 2,400,000
Accrued interest 20,515
Total debt 2,420,515
Less current portion (1,000,000)
Long term debt $ 1,420,515

8. Asset Retirement Obligation

As part of the consideration for the Cliffs Purchase Agreement (Note 6), the Company assumed, under contract to Cliffs, the liability for final
reclamation and closure of the mine.

Federal, state and local laws and regulations concerning environmental protection affect the Company’s operations. Under current regulations,
the Company is contracted to indemnify Cliff’s requirement to meet performance standards to minimize environmental impact from operations
and to perform site restoration and other closure activities. The Company’s provisions for future site closure and reclamation costs are based on
known requirements. It is not currently possible to estimate the impact on operating results, if any, of future legislative or regulatory
developments. The Company’s estimate of the present value of the obligation to reclaim the NorthMet Project is based upon existing
reclamation standards at January 31, 2006 and Canadian GAAP. Once the Company obtains its permit to mine the environmental and
reclamation obligations will be direct with the governing bodies.

The Company’s estimates are based upon a 31 January 2006 liability estimate of $12,444,478, an annual inflation rate of 3.80%, a discount rate
of 9.00% and a mine life of 28.5 years, commencing in mid-2008 and a reclamation period of 3 years. Accretion of the liability until the
commencement of commercial production will be capitalized to the NorthMet Project assets.
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9.

Share Capital

a)

Share Issuances for Cash
During the year ended 31 January 2006 the Company issued the following shares for cash:
i) 224,925 shares pursuant to the exercise of warrants allotted at 31 January 2005;

ii) Four private placements for a total of 28,494,653 shares at prices of CDN$0.55 - CDN$1.40 for net proceeds of $20,387,824
($762,804 was received prior to 31 January 2005). Each of the private placements included share purchase warrants (Note 9e).
Cash share issue costs in the amount of $908,920 were included in respect of these private placements;

iii) 5,700,628 shares pursuant to the exercise of 5,700,628 share purchase warrants for total proceeds of $3,296,143 (Note 9e);
iv) 1,795,852 shares pursuant to the exercise of stock options for total proceeds of $196,988 (Note 9b).

During the year ended 31 January 2005, the Company increased its authorized share capital from 1,000,000,000 common shares to an
unlimited number of common shares and issued the following shares:

V) Two private placements for a total of 2,800,000 shares at CDN$0.80 per share for net proceeds of $1,733,984. Each of the
private placements included share purchase warrants (Note 9¢e). Cash share issuance costs in the amount of $18,752 were
incurred in respect of these private placements;

vi) 5,277,573 shares pursuant to the exercise of 5,277,573, share purchase warrants for total proceeds of $828,554;

vii) 1,088,400 shares pursuant to the exercise of stock options for total proceeds of $81,383.
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9. Share Capital - Continued

b) Stock Options

Outstanding - Beginning of year
Granted
Exercised

Outstanding - End of year

Weighted Weighted

Average Average

31 January Exercise 31 January Exercise

2006 Price 2005 Price

Options (CDNS$) Options (CDNS$)
4,999,552 0.32 3,542,952 0.11
3,580,000 1.13 2,545,000 0.52
(1,795,852) 0.13 (1,088,400) 0.10
6,783,700 0.80 4,999,552 0.32

As at 31 January 2006, the following director, officer, consultant and employee stock options were outstanding:

Exercise
Price

Expiry Date (CDN) Number

12 February 2006 $ 0.21 500,000
18 July 2008 $ 0.10 328,700
3 October 2008 $ 0.13 450,000
9 March 2009 $ 0.40 500,000
28 April 2009 $ 0.75 200,000
5 July 2009 $ 0.66 1,175,000
18 October 2009 $ 0.79 50,000
30 March 2010 $ 0.65 765,000
1 May 2010 $ 0.85 350,000
15 June 2010 $ 0.94 40,000
19 September 2010 $ 1.36 1,870,000
24 October 2010 $ 1.20 280,000
5 December 2010 $ 1.15 275,000

As at 31 January 2006 all options had vested and were exercisable.
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9.

Share Capital - Continued

©)

d)

Stock-Based Compensation

i) During the year ended 31 January 2006, the Company issued 3,580,000 options to directors, officers, consultants and employees
with exercise prices of CDN$0.65 - CDN$1.36 per option. The fair value of stock-based compensation in the amount of
$3,523,324 has been recorded in the accounts of the Company as an expense with the offsetting entry to contributed surplus.
This value is estimated at the date of grant using the Black-Scholes Option Pricing Model with the following weighted average
assumptions:

Risk-free interest rate 3.66%
Expected dividend yield Nil
Expected stock price volatility 131%
Expected option life in years 5

i) During the year ended 31 January 2005, the Company issued 2,545,000 options to directors, officers, consultants and employees
with exercise prices ranging from CDN$0.21 - CDN$0.79 per option. The fair value of stock-based compensation in the amount
of $992,658 has been recorded in the accounts of the Company as an expense with the offsetting entry to contributed surplus.
This amount includes the expense for the 950,000 options at CDN$0.13, granted on 3 October 2003, which were approved by
the Company’s shareholders on May 24, 2004. This value is estimated at the date of grant using the Black-Scholes Option
Pricing Model with the following weighted average assumptions:

Risk-free interest rate 3.25%
Expected dividend yield Nil
Expected stock price volatility 143%
Expected option life in years 4.78

Contributed Surplus

Contributed surplus represents accumulated stock-based compensation expense, reduced by the fair value of the stock options exercised.

Details are as follows:

January 31 January 31

2006 2005
Balance - Beginning of year $ 1,005,742 $ 55,048
Current year fair value of stock-based compensation 3,523,324 992,658
Fair value of stock options exercised during the year and transferred to share capital (97,933) (41,964)
Balance - End of year $ 4,431,133 $ 1,005,742
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9. Share Capital - Continued

e) Share Purchase Warrants

The Company’s share purchase warrants as at 31 January 2006 and 2005 and the changes during the years then ended are as follows:

0]

2006 2005
Weighted
Average Weighted
Exercise Average
Warrants Price Warrants Exercise Price
(CDN) (CDN)

Warrants outstanding and

exercisable - beginning of year 5,841,278 $ 0.42 9,718,852 $ 0.19
Issued 15,175,104 1.17 1,400,000 1.20
Exercised (5,925,553) (0.66) (5,277,574) (0.20)
Expired (428,124) (1.20)

Warrants outstanding and

exercisable - end of year 14,662,705 $ 1.07 5,841,278 $ 0.42

Share purchase warrants outstanding at 31 January 2006 and 2005 are as follows:
Number of Shares
Exercise
Price 2006 2005

Expiry Date (CDN)

23 September 2005 $ 0.17 — 1,012,355
4 December 2005 $ 1.20 — 775,000
1 March 2006 $ 1.20 625,000 625,000
16 November 2006 $ 0.20 3,428,923 3,428,923
28 February 2008 $ 1.25 3,336,110 —
22 March 2008 $ 1.25 4,572,566 —
9 May 2007 $ 2.00 1,772,328 —
6 September 2007 $ 1.25 927,778 _

14,662,705 5,841,278

During the year ended January 31, 2006 the Company completed the following financings:

A non-brokered private placement for 9,000,000 units at a price of CDN$0.55 per unit. Each unit consisted of one common
share and one half of one share purchase warrant. One full Warrant entitles the holders, on exercise, to purchase one additional
common share of the Company at a price of CDN$0.70 per Warrant Share at any time until the close of business on the day
which is 24 months from the date of Closing, provided that if the closing price of the Issuer’s shares as traded on the Exchange
at or exceed CDN$1.00 per share for 30 consecutive trading days, the Warrants will terminate 30 days thereafter. As at 31

January 2006 all Warrants had been exercised.
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9.

Share Capital - Continued

€)

Share Purchase Warrants - Continued

(i)

(iii)

iv)

vi)

vii)

A non-brokered private placement for 6,672,219 units at a price of CDN$0.90 per unit. Each unit consisted of one common
share and one half of one share purchase warrant. One full Warrant entitles the holders, on exercise, to purchase one additional
common share of the Company at a price of CDN$1.25 per Warrant Share at any time until the close of business on the day
which is 30 months from the date of Closing, provided that if the closing price of the Issuer’s shares as traded on the Exchange
is over CDN$2.50 per share for 20 consecutive trading days, the Warrants will terminate 30 days thereafter.

A brokered private placement for 9,277,777 units at a price of CDN$0.90 per unit. Each unit consisted of one common share and
one half of one share purchase warrant. One full Warrant entitles the holders, on exercise, to purchase one additional common
share of the Company at a price of CDN$1.25 per Warrant Share at any time until the close of business on the day which is 30
months from the date of Closing, provided that if the closing price of the Issuer’s shares as traded on the Exchange is over
CDNS$2.50 per share for 20 consecutive trading days (Accelerated Expiry), the Warrants will terminate 30 days thereafter. In
addition 927,777, share purchase warrants were issued as finders fee at a price of CDN$1.25 for a period of two years from the
date of Closing and include the Accelerated Expiry provision.

A non-brokered private placement for 3,544,657 units at a price of CDN$1.40 per unit. Each unit consisted of one common
share and one half of one share purchase warrant. One full Warrant entitles the holders, on exercise, to purchase one additional
common share of the Company at a price of CDN$2.00 per Warrant Share at any time until the close of business on the day
which is 18 months from the date of Closing, provided that if the closing price of the Issuer’s shares as traded on the Exchange
is over CDN$2.50 per share for 20 consecutive trading days, the Warrants will terminate 30 days thereafter.

During the year ended 31 January 2005 the Company completed the following financings:

A non-brokered private placement for 1,500,000 units at a price of CDN$0.80 per unit. Each unit consisted of one common
share and one half of one share purchase warrant. One full Warrant entitles the holders, on exercise, to purchase one additional
common share of the Company at a price of CDN$1.20 per Warrant Share at any time until the close of business on the day
which is 18 months from the date of Closing. On 4 December 2005, 428,124 warrants expired, without being exercised.

A non-brokered private placement for 625,000 units at a price of CDN$0.80 per unit. Each unit consisted of one common share
and one half of one share purchase warrant. One full Warrant entitles the holders, on exercise, to purchase one additional
common share of the Company at a price of CDN$1.20 per Warrant Share at any time until the close of business on the day
which is 18 months from the date of Closing.
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9.

10.

Share Capital - Continued

f)

Shareholder Rights Plan

Effective 4 December 2003, the Company adopted a Shareholder Rights Plan (“Rights Plan”), which was approved by the Company’s
shareholders’ on 27 May 2004. All common shares issued by the Company during the term of the Rights Plan will have one right
represented for each common share held by the shareholder of the Company. The term of the Rights Plan is 10 years, unless the rights
are earlier redeemed or exchanged. The Rights issued under the Rights Plan become exercisable only if a party acquires 20% or more of
the Company's common shares without complying with the Rights Plan or without the approval of the Board of Directors of the
Company.

Each Right entitles the registered holder thereof to purchase from the Company on the occurrence of certain events, one common share
of the Company at the price of CDN$50 per share, subject to adjustment (the “Exercise Price”). However, upon certain events occurring
(as defined in the Rights Plan), each Right would then entitle the registered holder to receive, upon payment of the Exercise Price, that
number of common shares that have a market value at the date of that occurrence equal to twice the Exercise Price. The Rights are not
exercisable until the Separation Time, as defined in the Rights Plan.

Supplemental Disclosure With Respect To Cash Flows

During the years ended 31 January 2006, 2005 and 2004, the Company entered into the following non-cash investing and financing activities :

2006 2005 2004

Issued 6,200,547 (2005 - 1,000,000; 2004- Nil)

shares to Cliffs pursuant to the Company’s

exercise of the Cliffs Option to purchase the Cliffs

Assets $ 7,564,444 $ 229,320 $
Issued a promissory note payable to Cliffs

pursuant to the Company’s exercise of the Cliffs

Option to purchase the Cliffs Assets $ 2,400,000 $ — $
Recorded an Asset Retirement Obligation and a

corresponding increase in Cliffs Assets pursuant

to the Company’s exercise of the Cliffs Option to

purchase the Cliffs Assets $ 2,510,687 $ — 3

Transfer from contributed surplus to capital stock

on exercise of stock options $ 97,933 $ 41964 $

Transfer from share subscriptions to share capital

on issuance of the related shares $ 762,804 $ — 3

Capitalized accrued interest on the promissory

note payable to Cliffs $ 20,515 $ — $

Issued 852,915 (2005 - 155,626; 2004 - 60,000)

shares for finders’ fees on private placements $ 616,770 $ 96,375 $ 6,541
Issued Nil (2005 - Nil; 2004 - 50,000) shares in

settlement of debt $ — 3 — 3 3,634
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11. Related Party Transactions
In addition to transactions disclosed elsewhere in these financial statements, the Company has conducted transactions with officers, directors
and persons or companies related to directors and paid or accrued amounts as follows:
2006 2005 2004
Management fees paid to a company controlled
by the president $ 129,480 $ 141,270 $ 52,388
Consulting fees paid to officers, directors and
companies controlled by directors of the Company 327,110 336,448 —
Legal fees paid to an officer of the Company 84,089 59,700 —
Office facilities charges paid to a director of the
Company 39,604 23,070 —
$ 580,283 $ 560,488 $ 52,388
The amounts charged to the Company for the services provided have been determined by negotiation among the parties and, in certain cases,
are covered by signed agreements. These transactions were in the normal course of operations and were measured at the exchange value,
which is the amount of consideration established and agreed to by the related parties.
12. Income Taxes
The Company’s provision for income taxes differs from the amounts computed by applying the combined Canadian federal and provincial
income tax rates to the net loss as a result of the following:
2006 2005
Provision for recovery of taxes at statutory rates $ (5,553,036) $ (1,372,240)
Tax benefit not recognized on current year losses 1,174,113 747,890
Differences in foreign tax rates (358,166) (58,267)
Non-deductible items and other 4,737,089 682,617
$ — $ —
Future income taxes reflect the net effects of temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for income tax purposes. The significant components of the Company's future tax assets as at 31
January 2006 are as follows:
2006 2005
Non-capital loss carry forwards $ 4,113,715 $ 2,891,339
Unutilized exploration expenses 6,438,780 3,910,289
Capital assets (6,552) (3,806)
Total gross future income tax assets 10,545,943 6,797,822
Less: valuation allowance (10,545,943) (6,797,822)
Net future income tax allowance $ — % —
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12.

13.

Income Taxes - Continued

The Company has income tax loss carry forwards of approximately $4.3 million in Canada, which may be used to reduce future income taxes
otherwise payable and which expire in the years 2007 to 2016.

The Company has income tax loss carry forwards of approximately $6.2 million in the United States, which may be used to reduce future
income taxes otherwise payable and which expire in the years 2007 to 2026.

The tax benefit of the above noted tax assets have been offset by recognition of a valuation allowance in these financial statements.
Differences Between Canadian and United States Generally Accepted Accounting Principles

These consolidated financial statements are prepared in accordance with Canadian generally accepted accounting principles (“GAAP”). The
U.S. Securities and Exchange Commission requires that financial statements of foreign companies contain a reconciliation presenting the
statements on the basis of accounting principles generally accepted in the U.S. Any differences in accounting principles as they pertain to the
accompanying consolidated financial statements are not material except as follows:

a) Under Canadian generally accepted accounting principles, long-term portfolio investments may be reported at a cost that is in excess of
market value where it is reasonable to assume that the decline in market value may be of a temporary nature. Under U.S. generally
accepted accounting principles, the investments are carried at market value on an individual basis and the adjustment is credited or
charged to comprehensive income.

b) Under Canadian generally accepted accounting principles, mineral properties may be carried at cost and written-off or written-down if
the properties are abandoned, sold or if management decides not to pursue the properties. Under U.S. generally accepted accounting
principles, the Company would periodically review and obtain independent reports in determining adjustments to the mineral properties
and records properties at net realizable value. The Company has not yet obtained an independent report and accordingly for U.S.
purposes, the properties have been written off. In the past the Company followed the method described above. During 2003, the
Company changed the accounting policy (Note 2), therefore there are no differences between Canadian and United States generally
accepted accounting principles.
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13. Differences Between Canadian and United States Generally Accepted Accounting Principles - Continued

The effects of the differences in accounting principles on investments, net loss and comprehensive loss are as follows:

Investments: 2006 2005 2004

Investments - Canadian GAAP basis $ 253 § 253 % 253
Adjustment to market (228) (228) (228)
Investments - U.S. GAAP basis $ 25 $ 25 $ 25

Accumulated Comprehensive Loss:
Contra-equity account for unrealized gains (losses) on
investments
- Canadian GAAP basis $ — $ — ¢ —
Unrealized holding gain (loss) on investments
- Prior years (228) (228) (228)
- Current year — — —

Contra-equity account for unrealized gains (losses) on
investments - U.S. GAAP basis $ (228) $ (228) $ (228)

Net Loss and Comprehensive Loss:

Net loss - Canadian and U.S. GAAP basis $ 15929537 $ 3,776,337 $ 146,800
Adjustment of portfolio investments to market — _ —
Net loss and comprehensive loss - U.S. GAAP basis $ 15929537 $ 3,776,337 $ 146,800
Weighted average number of shares computed under U.S. GAAP 73,484,490 53,784,877 38,452,260
Loss per share following U.S. GAAP $ (0.22) $ 0.07) $ (0.00)
c) Recent U.S. Accounting Pronouncements, which relate to the Company’s current operations are summarized as follows:

In May 2003, the FASB issued SFAS 150, "Accounting for Certain Financial Instruments with Characteristics of both Liabilities and
Equity". SFAS No. 150 establishes standards for classifying and measuring as liabilities certain financial instruments that embody
obligations of the issuer and have characteristics of both liabilities and equity. The adoption of SFAS 150 did not have a material impact
on the Company’s financial statements.

In December 2004, the FASB issued SFAS No. 123R, “Share Based Payment”. SFAS 123R is a revision of SFAS No. 123
*““Accounting for Stock-Based Compensation”, and supersedes APB Opinion No. 25, “Accounting for Stock Issued to Employees” and
its related implementation guidance. SFAS 123R establishes standards for the accounting for transactions in which an entity exchanges
its equity instruments for goods or services. It also addresses transactions in which an entity incurs liabilities in exchange for goods or
services that are based on the fair value of the entity’s equity instruments or that may be settled by the issuance of those equity
instruments. Public entities that file as small business issuers will be required to apply SFAS 123R in the first interim or annual
reporting period that begins after December 15, 2005. The adoption of this standard is not expected to have a material effect on the
Company’s results of operations or financial position.
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13. Differences Between Canadian and United States Generally Accepted Accounting Principles - Continued
In December 2004, FASB issued SFAS No. 153, “Exchanges of Non-monetary Assets - An Amendment of APB Opinion No. 29”. The
guidance in APB Opinion No. 29, “Accounting for Non-monetary Transactions”, is based on the principle that exchanges of non-monetary
assets should be measured based on the fair value of the assets exchanged. The provisions of SFAS No. 153 are effective for non-monetary
asset exchanges occurring in fiscal periods beginning after June 15, 2005. Early application is permitted and companies must apply the
standard prospectively. The adoption of this standard is not expected to have a material effect on the Company’s results of operations or
financial position.

In May 2005, the FASB issued SFAS 154, “Accounting Changes and Error Corrections,” which replaces APB Opinion No. 20, “Accounting
Changes,” and supersedes FASB Statement No. 3,““Reporting Accounting Changes in Interim Financial Statements - an amendment of APB
Opinion No. 28.”” SFAS 154 requires retrospective application to prior periods’ financial statements of changes in accounting principle,
unless it is impracticable to determine either the period-specific effects or the cumulative effect of the change. When it is impracticable to
determine the period-specific effects of an accounting change on one or more individual prior periods presented, SFAS 154 requires that the
new accounting principle be applied to the balances of assets and liabilities as of the beginning of the earliest period for which retrospective
application is practicable and that a corresponding adjustment be made to the opening balance of retained earnings for that period rather
than being reported in an income statement. When it is impracticable to determine the cumulative effect of applying a change in accounting
principle to all prior periods, SFAS 154 requires that the new accounting principle be applied as if it were adopted prospectively from the
earliest date practicable. SFAS 154 shall be effective for accounting changes and corrections of errors made in fiscal years beginning after
December 15, 2005. The Company does not expect the provisions of SFAS 154 will have a significant impact on its results of operations.

In February 2006, the FASB issued SFAS No. 155, “Accounting for Certain Hybrid Financial Instruments, an amendment of FASB
Statements No. 133 and 140.” This statement permits fair value re-measurement for any hybrid financial instrument that contains an
embedded derivative that otherwise would require bifurcation. It establishes a requirement to evaluate interests in securitized financial assets
to identify interests that are freestanding derivatives or that are hybrid financial instruments that contain an embedded derivative requiring
bifurcation. In addition, SFAS 155 clarifies which interest-only strips and principal-only strips are not subject to the requirements of
Statement 133. It also clarifies that concentrations of credit risk in the form of subordination are not embedded derivatives. SFAS 155 amends
Statement 140 to eliminate the prohibition on a qualifying special-purpose entity from holding a derivative financial instrument that pertains
to a beneficial interest other than another derivative financial instrument. This Statement is effective for all financial instruments acquired or
issued after the beginning of an entity’s first fiscal year that begins after September 15, 2006. The adoption of this standard is not expected to
have a material effect on the Company’s results of operations or financial position.
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13.

Differences Between Canadian and United States Generally Accepted Accounting Principles - Continued

In March 2006, the FASB issued SFAS 156, “Accounting for Servicing of Financial Assets—an amendment of FASB Statement No. 140”. This
statement amends FASB Statement No. 140, “Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities”,
with respect to the accounting for separately recognized servicing assets and servicing liabilities. This statement: (1) requires an entity to
recognize a servicing asset or servicing liability each time it undertakes an obligation to service a financial asset by entering into a servicing
contract in any of the following situations: (a) a transfer of the servicer’s financial assets that meets the requirements for sale accounting, (b) a
transfer of the servicer’s financial assets to a qualifying special-purpose entity in a guaranteed mortgage securitization in which the transferor
retains all of the resulting securities and classifies them as either available-for-sale securities or trading securities in accordance with FASB
Statement No. 115, “Accounting for Certain Investments in Debt and Equity Securities”, (c) an acquisition or assumption of an obligation to
service a financial asset that does not relate to financial assets of the servicer or its consolidated affiliates; (2) requires all separately recognized
servicing assets and servicing liabilities to be initially measured at fair value, if practicable; (3) permits an entity to choose either of the
following subsequent measurement methods for each class of separately recognized servicing assets and servicing liabilities: (a) Amortization
method—Amortize servicing assets or servicing liabilities in proportion to and over the period of estimated net servicing income or net
servicing loss and assess servicing assets or servicing liabilities for impairment or increased obligation based on fair value at each reporting
date, or (b) Fair value measurement method—Measure servicing assets or servicing liabilities at fair value at each reporting date and report
changes in fair value in earnings in the period in which the changes occur; (4) at its initial adoption, permits a one-time reclassification of
available-for-sale securities to trading securities by entities with recognized servicing rights, without calling into question the treatment of other
available-for-sale securities under Statement 115, provided that the available-for-sale securities are identified in some manner as offsetting the
entity’s exposure to changes in fair value of servicing assets or servicing liabilities that a servicer elects to subsequently measure at fair value;
and (5) requires separate presentation of servicing assets and servicing liabilities subsequently measured at fair value in the statement of
financial position and additional disclosures for all separately recognized servicing assets and servicing liabilities. An entity should adopt this
statement as of the beginning of its first fiscal year that begins after September 15, 2006. The adoption of this standard is not expected to have a
material effect on the Company’s results of operations or financial position.
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14. Segmented Information

The Company is in the pre-feasibility stage of developing its mineral properties in the U.S. and provides for its financing and administrative
functions at the head office located in Canada. Segmented information on a geographic basis is as follows:

Canada U.S. Consolidated
2006
Segment operating loss $ 4522984 $ 11,406,553 $ 15,929,537
Identifiable assets $ 11,654,116 $ 14,381,120 $ 26,035,236
2005
Segment operating loss $ 1,920,706 $ 1,855,631 $ 3,776,337
Identifiable assets $ 1,364,099 $ 986,065 $ 2,350,164

15. Subsequent Events
In addition to items disclosed elsewhere in these financial statements, the Company conducted the following transactions after 31 January 2006:

a) The Company issued 6,141,573 common shares pursuant to the exercise of share purchase warrants at a prices between CDN$0.20 and
CDNS$1.25 per share;

b) The Company issued 1,045,000 common shares pursuant to the exercise of stock options at prices ranging from CDN$0.10 to
CDN#$1.36;

c) The Company granted 3,200,000 stock options to directors, officers, consultants and employees at a price of CDN$2.76; and

d) The Company provided notice on 10 April 2006 to the outstanding warrants holders of approximately 9.7 million warrants at prices
between CDN$1.25 and CDN$2.00 that the accelerated expiry provision of their warrants was effectively triggered and all unexercised
warrants as at the close of business on 10 May 2006 will have been deemed cancelled.
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16. Contingent Liabilities and Commitments

a)

The Company has instituted a share bonus plan as part of its employment, management and consulting contracts for key management
and project personnel. This bonus plan adds incentive for key personnel to reach certain prescribed milestones required to reach
commercial production at the NorthMet Project. As at 31 July 2005, the Company had received shareholder approval of the Bonus
Shares for Milestones 1 - 4 and regulatory approval for Milestones 1 and 2. Milestones 3 and 4 are subject to regulatory approval, which
will be sought when the Company is closer to completing these Milestones. To date 1,590,000 shares have been issued for the
achievement of Milestone 1. The bonus shares allocated for Milestones 1 thru 4 are valued using the Company’s closing trading price
on 5 November 2003 of CDN$0.19 per share, the date of the approval of the bonus plan by the board of directors.

The summary of the share bonus plan is as follows:

Milestone 1
Milestone 2
Milestone 3
Milestone 4

Bonus Shares
1,590,000
1,300,000
2,400,000
3,240,000

(i) issued —Statement 2
(if)
(iii)
(iv)

0] Milestone 1 —Completion of an agreement with Cliffs-Erie LLC for the option to purchase of Cliffs-Erie facility to be used as a
part of mining and processing operations for the NorthMet Project. This milestone was achieved on 16 February 2004 and
therefore, during the year ended 31 January 2006, the Company accrued a CDN$302,100 (US$233,856) bonus as consulting fees
and allotted 1,590,000 shares. These shares were issued in March 2005.

(i) Milestone 2 — Negotiation and completion of an off-take agreement with a senior metals producer for the purchase of raw
materials to be produced from the NorthMet Project.

(iif)  Milestone 3 —Completion of a “bankable feasibility study” which indicates that commercial production from the NorthMet
Project is viable.

(iv)  Milestone 4 — Commencement of commercial production at the NorthMet Project at a time when the company has not less than
50% ownership interest.
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16.

Contingent Liabilities and Commitments Continued

b)

c)

As a part of certain employment and management contracts, the Company has agreed to severance allowances for key employees and
management in the event of a take-over bid.

These allowances are based upon the Company’s implied market capitalization at the time of the take-over bid, calculated by
multiplying the number of shares outstanding on a fully diluted basis by the take-over bid price per share. The severance payments
would be as follows:

Market Capitalization Total Severance Payments Required
Less than CDN$50 million CDNS$Nil
Between CDN$50 and CDN$75 million CDN$200,000
Between CDN$75 and CDN$100 million CDN$400,000

Thereafter severance payments increase by CDN$600,000 for every additional CDN$25 million of implied market capitalization, with
no maximum.

Pursuant to the Company’s Asset Purchase Agreement with Cliffs (Note 6), for as long as Cliffs owns 1% or more of the Company’s
issued shares, Cliffs will have the right to participate on a pro-rata basis in future cash equity financings. This agreement will also
include a first right of refusal in favour of the Company should Cliffs wish to dispose of its interest.
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PART 1, INTERPRETATION

1.1 Definitions

In these Articles, unless the context otherwise requires:
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(1) “board of directors”, “directors” and “board” mean the directors or sole director of the Company
for the time being;

(2) *Business Corporations Act” means the Business Corporations Act (British Columbia) from time
to time in force and all amendments thereto and includes all regulations and amendments thereto
made pursnant to that Act;

(3) “legal personal representative” means the personal or other legal representative of the shareholder;

(4) “registered address” of a shareholder means the shareholder’s address as recorded in the central
securities register;

(5) “seal” means the seal of the Company, if any;

(6) “solicitor for the Company”, in connection with any matter, means any partner or associate of the
law firm retained by the Company with respect to such matter.

1.2 Business Corporations Act and Interpretation Act Definitions Applicable

The definitions in the Business Corporations Act and the definitions and rules of construction in the
Interpretation Act, with the necessary changes, so far as applicable, apply to these Articles as if they
were an enactment. If there is a conflict between a definition in the Business Corporations Act and a
definition or rule in the Interpretation Act relating to a term used in these Articles, the definition in the
Business Corporations Act will prevail in relation to the use of the term in these Articles. If there is a
conflict between these Articles and the Business Corporations Act, the Business Corporations Act will
prevail. '

PART 2, SHARES AND SHARE CERTIFICATES

2.1 Authorized Share Structure

The authorized share structure of the Company consists of shares of the class or classes and series, if
any, described in the Notice of Articles of the Company.

2.2 Form of Share Certificate

Each share certificate issued by the Company must comply with, and be signed as required by, the
Business Corporations Act.

2.3 Sharcholder Entifled to Certificate or Acknowledgment

Each shareholder is entitled, without charge, to (a) one share certificate representing the shares of each
class or series of shares registered in the shareholder’s name or (b) a non-transferable written
acknowledgment of the shareholder’s right to obtain such a share certificate, provided that in respect of a
share held jointly by several persons, the Company is not bound to issue more than one share certificate
and delivery of a share certificate for a share to one of several joint shareholders or to one of the
shareholders® duly authorized agents will be sufficient delivery to all.

2.4 Delivery by Mail

Any share certificate or non-transferable written acknowledgment of a shareholder’s right to obtain a
share certificate may be sent to the shareholder by mail at the shareholder’s registered address and
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neither the Company nor any director, officer or agent of the Company is liable for any loss to the
shareholder because the share certificate or acknowledgement is lost in the mail or stolen.

2.5 Replacement of Worn Out or Defaced Certificate or Acknowledgement

If the directors are satisfied that a share certificate or a non-transferable written acknowledgment of the
shareholder’s right to obiain a share certificate is worn out or defaced, they must, on production to them
of the share certificate or acknowledgment, as the case may be, and on such other terms, if any, as they
think fit:

(1) order the share certificate or acknowledgment, as the case may be, to be cancelled; and
(2) issue areplacement share certificate or acknowledgment, as the case may be.
2.6 Replacement of Lost, Stolen or Destroyed Certificate or Acknowledgment

If a share certificate or a non-transferable written acknowledgment of a shareholder’s right to obtain a
share certificate is lost, stolen or destroyed, a replacement share certificate or acknowledgment, as the
case may be, must be issued to the person enfitled to that share certificate or acknowledgment, as the
case may be, if the directors receive:

(1)  proof satisfactory to them that the share certificate or acknowledgment is lost, stolen or destroyed;
and

(2) any indemnity the directors consider adequate.

2.7 Splitting Share Certificates

If a shareholder surrenders a share certificate to the Company with a written request that the Company
issue in the shareholder’s name two or more share certificates, each representing a specified number of
shares and in the aggregate representing the same number of shares as the share certificate so
surrendered, the Company must cancel the surrendered share certificate and issue replacement share
certificates in accordance with that request.

2.8 Certificate Fee

There must be paid to the Company, in relation to the issue of any share certificate under Parts 2.5, 2.6 or
2.7, the amount, if any and which must not exceed the amount prescribed under the Business
Corporations Act, determined by the directors.

2.9 Recognition of Trusts

Except as required by law or statute or these Articles, no person will be recognized by the Company as
holding any share upon any trust, and the Company is not bound by or compelled in any way to
recognize (even when having notice thereof) any equitable, contingent, future or partial interest in any
share or fraction of a share or (except as by law or statute or these Articles provided or as ordered by a
court of competent jurisdiction) any other rights in respect of any share except an absolute right to the
entirety thereof in the shareholder.
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PART 3, ISSUE OF SHARES

3.1 Directors Authorized

Subject to the rights of the holders of issued shares of the Company, the Company may issue, allot, sell
or otherwise dispose of the unissued shares, and issued shares held by the Company, at the times, to the
persons, including directors, in the manner, on the terms and conditions and for the issue prices
(including any premium at which shares with par value may be issued) that the directors may determine.
The issue price for a share with par value must be equal to or greater than the par value of the share.

3.2 Commissions and Discounts

The Company may at any time, pay a reasonable commission or allow a reasonable discount to any
person in consideration of that person purchasing or agreeing to purchase shares of the Company from
the Company or any other person or procuring or agreeing to procure purchasers for shares of the

Company.
3.3 Brokerage

The Company may pay such brokerage fee or other consideration as may be lawful for or in connection
with the sale or placement of its securities.

3.4 Conditions of Issue

Except as provided for by the Business Corporations Act, no share may be issued until it is fully paid. A
share is fully paid when:

(1) consideration is provided to the Company for the issue of the share by one or more of the
following;

(a) past services performed for the Company;
(b) property;
{c) money, and

(2) the value of the consideration received by the Company equals or exceeds the issue price set for
the share under Part 3.1.

3.5 Share Purchase Warranits and Rights

The Company may issue share purchase warrants, options and rights upon such terms and conditions as
the directors determine, which share purchase warrants, options and rights may be issued alone or in
conjunction with debentures, debenture stock, bonds, shares or any other securities issued or created by
the Company from time to time.

PART 4, SHARE REGISTERS

4,1 Central Securities Register

As required by and subject to the Business Corporations Act, the Company must maintain in British
Columbia a central securities register. The directors may, subject to the Business Corporations Act,
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appoint an agent to maintain the central securities register. The directors may alse appoint one or more
agents, including the agent which keeps the central securities register, as transfer agent for its shares or
any class or series of its shares, as the case may be, and the same or another agent as registrar for its
ghares or such class or series of its shares, as the case may be. The directors may terminate such
appointment of any agent at any time and may appoint another agent in its place.

4.2 Closing Register

The Company must not at any time close its central securities register,

PART 5, SHARE TRANSFERS

51 Registering Transfers
A transfer of a share of the Company must not be registered unless:
(1)  such transfer has been conducted in accordance with Part 27,

(2) an instrument of transfer, duly executed by the transferor or a duly authorized attorney of the
transferor, in respect of the share has been received by the Company or its transfer agent;

(3) if a share certificate has been issued by the Company in respect of the share to be transferred, that
share certificate has been swrrendered to the Company or its transfer agent; and

(4) if a non-transferable written acknowledgment of the shareholder’s right to obtain a share certificate
has been issued by the Company in respect of the share to be transferred, that acknowledgment has
been swrendered to the Company or its transfer agent; and

(5) there has been delivered to the Company or its transfer agent such other evidence, if any, as the
Company or the transfer agent may require to prove the title of the transferor to transfer his shares
and the right of the transferee to have the transfer registered.

5.2 Form of Instrument of Transfer

The instrument of transfer in respect of any share of the Company must be either in the form, if any, on
the back of the Company’s share certificates or in any other form that may be approved by the directors

from time to time,

5.3 Transferor Remains Shareholder

Except to the extent that the Business Corporations Act otherwise provides, the transferor of shares is
deemed to remain the holder of the shares until the name of the transferee is entered in a securities
register of the Company in respect of the transfer,

5.4 Signing of Instrument of Transfer

If a shareholder, or his or her duly authorized attorney, signs an instrument of transfer in respect of shares
registered in the name of the shareholder, the signed instrument of transfer constitutes a complete and
sufficient authority to the Company and its directors, officers and agents to register the number of shares
specified in the instrument of transfer or specified in any other manner, or, if no number is specified, all
the shares represented by the share certificates or set out in the written acknowledgments deposited with
the instrument of transfer:
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(I) inthe name of the person named as transferee in that instrument of transfer; or

(2) if no person is named as transferee in that instrument of transfer, in the name of the person on
whose behalf the instrument is deposited for the purpose of having the transfer registered.

5.5 Enquiry as to Title Not Required

Neither the Company nor any director, officer or agent of the Company is bound to inquire into the title
of the person named in the instrument of transfer as transferee or, if no person is named as transferee in
the instrument of transfer, of the person on whose behalf the instrument is deposited for the purpose of
having the transfer registered or is liable for any claim related to registering the transfer by the
shareholder or by any intermediate owner or holder of the shares, of any interest in the shares, of any
share certificate representing such shares or of any written acknowledgment of a right to obtain a share
certificate for such shares.

5.6 Transfer Fee

There must be paid to the Company, in relation to the registration of any transfer, the amount, if any,
determined by the directors.

5.7 Branch Securities Register

Subject to the provisions of the Business Corporations Act, the Company may keep or cause to be kept
within or outside British Columbia by a trust company registered under the Financial Institutions Act
(British Columbia) one or more branch securities registers, and such trust company may be appointed as
the transfer agent of the Company for the purpose of issuing, countersigning, registering, transferring

- and certifying the securities of the Company.

PART 6, TRANSMISSION OF SHARES

6.1 Legal Personal Representative Recognized on Death

In case of the death of a sharcholder, the legal personal representative, or if the shareholder was a joint
holder, the surviving joint holder, will be the only person recognized by the Company as having any title
to the shareholder’s interest in the shares. Before recognizing a person as a legal personal representative,
the directors may require proof of appointment by a court of competent jurisdiction, a grant of letters
probate, letters of administration or such other evidence or documents as the directors consider

appropriate.
6.2 Rights of Legal Personal Representative

The legal personal representative has the same rights, privileges and obligations that attach to the shares
held by the shareholder, including the right to transfer the shares in accordance with these Articles,
provided the documents required by the Business Corporations Act and the directors have been
deposited with the Company.
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PART 7, PURCHASE OF SHARES

7.1 Company Authorized to Purchase Shares

Subject to Part 7.2, the special rights and restrictions attached to the shares of any class or series and the
Business Corporations Act, the Company may, if authorized by the directors, purchase or otherwise
acquire any of its shares at the price and upon the terms specified in such resolution.

7.2  Purchase When Insolvent

The Company must not make a payment or provide any other consideration to purchase or otherwise
acquire any of its shares if there are reasonable grounds for believing that:

(1) the Company is insolvent; or
(2) making the payment or providing the consideration would render the Company insolvent.
7.3 Sale and Voting of Purchased Shares

If the Company retains a share redeemed, purchased or otherwise acquired by it, the Company may sell,
gift or otherwise dispose of the share, but, while such share is held by the Company, it:

(1) isnot entitled to vote the share at a meeting of its shareholders;
(2) must not pay a dividend in respect of the share; and

(3) must not make any other distribution in respect of the share.

PART 8, BORROWING POWERS

8.1 Borrowing Powers
The Company, if authorized by the directors, may:

(1) borrow money in the manner and amount, on the security, from the sources and on the terms and
conditions that they consider appropriate;

(2) issue bonds, debentures and other debt obligations either outright or as security for any liability or
abligation of the Company or any other person and at such discounts or premiums and on such
other terms as they consider appropriate;

(3) guarantee the repayment of money by any other person or the performance of any obligation of any
other person; and

(4) mortgage, charge, whether by way of specific or floating charge, grant a security interest in, or give
other security on, the whole or any part of the present and future assets and undertaking of the
Company.
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PART 9, ALTERATIONS

Alteration of Authorized Share Structure

Subject to Part 9.2 and the Business Corporations Act, the Company may by special resolution:

(1)

(2)

(3
(4)

(5)

(6)
(7)

9.2

create one or more classes or series of shares or, if none of the shares of a class or series of shares
are allotted or issued, eliminate that class or series of shares;

increase, reduce or elimimate the maximum number of shares that the Company is authorized to
issue out of any class or series of shares or establish a maximum number of shares that the
Company is authorized to issue out of any class or series of shares for which no maximum is
established;

subdivide or consolidate all or any of its unissued, or fully paid issued, shares;
if the Company is authorized to issue shares of a class of shares with par value:
(a) decrease the par value of those shares; or

(b) if none of the shares of that class of shares are allotted or issued, increase the par value of
those shares;

change all or any of its unissued, or fully paid issued, shares with par value into shares without par
value or any of its unissued shares without par value into shares with par value;

alter the identifying name of any of its shares; or

otherwise alter its shares or anthorized share structure when required or permitted to do so by the
Business Corporations Aet.

Special Rights and Restrictions

Subject to the Business Corporations Act, the Company may by special resolution:

(1

@)

9.3

create special rights or restrictions for, and attach those special rights or restrictions to, the shares
of any class or series of shares, whether or not any or all of those shares have been issued; or

vary or delete any special rights or restrictions attached to the shares of any class or series of
shares, whether or not any or all of those shares have been issued.

Change of Name

The Company may by special resolution authorize an alteration of its Notice of Articles in order to
change its name.

9.4 Other Alterations

If the Business Corporations Act does not specify the type of resolution and these Articles do not specify
another type of resolution, the Company may by special resolution alter these Articles.
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PART 10, MEETINGS OF SHAREHOLDERS

10.1 Annual General Meetings

Unless an annual general meeting is deferred or waived in accordance with the Business Corporations
Act, the Company must hold its first annual general meeting within 18 months after the date on which it
was incorporated or otherwise recognized, and after that must hold an annual general meeting at least
once in each calendar year and not more than 15 months after the last annuoal reference date at such time
and place as may be determined by the directors.

10.2 Resolution Instead of Annual General Meeting

If all the shareholders who are entifled to vote at an annual general meeting consent by a unanimous
resolution under the Business Corporations Aet to all of the business that is required to be transacted at
that annual general meeting, the annual general meeting is deemed to have been held on the date of the
unanimous resolution. The shareholders must, in any unanimous resolution passed under this Part 10.2,
select as the Company’s annual reference date a date that would be appropriate for the holding of the
applicable annual general meeting.

10.3 Calling of Meetings of Shareholders
The directors may, whenever they think fit, call a meeting of shareholders,
10.4 Notice for Meetings of Shareholders

The Company must send notice of the date, time and location of any meeting of shareholders, in the
manner provided in these Articles, or in such other manner, if any, as may be prescribed by ordinary
resolution (whether previous notice of the resolution has been given or not), to each shareholder entitled
to attend the meeting, to each director and to the anditor of the Company, unless these Articles otherwise
provide, at least the following number of days before the meeting:

(1) if and for so long as the Company is a public company, 21 days;
(2) otherwise, 10 days.
1.5 Record Date for Notice

The directors may set a date as the record date for the purpose of determining shareholders entitled to
notice of any meeting of shareholders. The record date must not precede the date on which the meeting is
to be held by more than two months or, in the case of a general meeting requisitioned by shareholders
under the Business Corporations Act, by more than four months. The record date must not precede the
date on which the meeting is held by fewer than:

(1) if and for so long as the Company is a public company, 21 days;
(2} otherwise, 10 days.

If no record date is set, the record date is 5 p.m. on the day immediately preceding the first date on which
the notice is sent or, if no notice is sent, the beginning of the meeting.
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10.6 Record Date for Voting

The directors may set a date as the record date for the purpose of determining shareholders entitled to
vote at any meeting of shareholders. The record date must not precede the date on which the meeting is
to be held by more than two months or, in the case of a general meeting requisitioned by shareholders
under the Business Corporations Act, by more than four months. If no record date is set, the record date
is 5 p.m. on the day immediately preceding the first date on which the notice is sent or, if no notice is
sent, the beginning of the meeting.

10.7 Failure to Give Notice and Waiver of Notice

The accidental omission to send notice of any meeting to, or the non-receipt of any notice by, any of the
persons entitled to notice does not invalidate any proceedings at that meeting. Any person entitled to
notice of a meeting of shareholders may, in writing or otherwise, waive or reduce the period of notice of

such meeting,
10.8 Notice of Special Business at Meetings of Shareholders

If a meeting of shareholders is to consider special business within the meaning of Part 11.1, the notice of
meeting must:

(1) state the general nature of the special business; and

(2) if the special business includes considering, approving, ratifying, adopting or authorizing any
document or the signing of or giving of effect to any document, have attached to it a copy of the
document or state that a copy of the document will be available for inspection by shareholders:

(a) at the Company’s records office, or at such other reasonably accessible location in British
Columbia as is specified in the notice; and

(b) during statutory business hours on any one or more specified days before the day set for the
holding of the mesting.

PART 11, PROCEEDINGS AT MEETINGS OF SHAREHOLDERS
11.1 Special Business

At a meeting of shareholders, the following business is special business:

(1) at 2 meeting of shareholders that is not an annual general meeting, all business is special business
except business relating to the conduct of or voting at the meeting;

(2)  at an annual general meeting, all business is special business except for the following:
(a) business relating to the conduct of or voting at the meeting;
(b) consideration of any financial statements of the Company presented to the meeting;
(c) consideration of any reports of the directors or auditor;
(d) the setting or changing of the number of directors;

(e) the election or appointment of directors;
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(f) the appointment of an auditor;
(g) the setting of the remuneration of an auditor;

(h) business arising out of a report of the directors not requiring the passing of a special resolution
or an exceptional resolution;

(i) any other business which, under these Articles or the Business Corporations Act, may be
transacted at a meeting of shareholders without prior notice of the business being given to the
shareholders.

11.2 Majority Required for Special Resolution

The majority of votes required for the Company to pass a special resolution at a meeting of shareholders
is two-thirds of the votes cast on the resolution.

11.3 Quornm

Subject to the special rights and restrictions attached to the shares of any class or series of shares, the
quorum for the transaction of business at a meeting of shareholders is two persons who are, or who
represent by proxy, shareholders who, in the aggregate, hold at least 5% of the issued shares entitled to
be voted at the mesting.

11.4 One Shareholder May Constitute Quorum

. If there is only one shareholder entitled to vote at a meeting of shareholders:

(1) the gquorum is one person who is, or who represents by proxy, that shareholder, and
(2) that shareholder, present in person or by proxy, may constitute the meeting.

11.5 Other Persons May Attend

The directors, the president (if any), the secretary (if any), the assistant secretary (if any), any solicitor
for the Company, the auditor of the Company and any other persons invited by the directors are entitled
to attend any meeting of shareholders, but if any of those persons does attend a meeting of shareholders,
that person is not to be counted in the quorum and is not entitled to vote at the meeting unless that
person is a shareholder or proxy holder entitled to vote at the meeting,

11.6 Requirement of Quorum

No business, other than the election of a chair of the meeting and the adjournment of the meeting, may
be transacted at any meeting of shareholders unless a quorum of shareholders entitled to vote is present
at the commencement of the meeting, but such quorum need not be present throughout the meeting.

11.7 Lack of Quorum

If, within one-half hour from the time set for the holding of a meeting of shareholders, a quorum is not
present:

(1) inthe case of a general meeting requisitioned by shareholders, the meeting is dissolved, and
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(2) in the case of any other meeting of shareholders, the meeting stands adjourned to the same day in
the next week at the same time and place.

11.8 Lack of Quorum at Succeeding Meeting

If, at the meeting to which the meeting referred to in Part 11.7(2) was adjourned, a quorum is not present
within one-half hour from the time set for the holding of the meeting, the person or persons present and
being, or representing by proxy, one or more shareholders entitled to attend and vote at the meeting

constitute & quorum.

11.9 Chair
The following individual is entitled to preside as chair at a meeting of shareholders:

(1) the chair of the board, if any; or

(2) if the chair of the board is absent or imwilling to act as chair of the meeting, the presidert, if any;
or

(3) if the chair of the board and the president are absent or unwilling to act as chair of the meeting, the
solicitor for the Company.

11.10 Selection of Alternate Chair

If, at any meeting of shareholders, there is no chair of the board or president present within 15 minutes
after the time set for holding the meeting, or if the chair of the board and the president are unwilling to
act as chair of the meeting, or if the chair of the board and the president have advised the secretary, if
any, or any director present at the meeting, that they will not be present at the meeting, the directors
present must choose one of their number to be chair of the meeting or if all of the directors present
decline to take the chair or fail to so choose or if no director is present, the sharsholders entitled to vote
at the meeting who are present in person or by proxy may choose any person present at the meefing to
chair the meeting.

11.11 Adjournments

The chair of a meeting of shareholders may, and if so directed by the meeting must, adjourn the meeting
from time to time and from place to place, but no business may be transacted at any adjourned meeting
other than the business left unfinished at the meeting from which the adjowrnment took place.

11.12 Notice of Adjourned Meeting

It is not necessary to give any notice of an adjourned meeting or of the business to be transacted at an
adjourned meeting of shareholders except that, when a meeting is adjourned for 30 days or more, notice
of the adjourned meeting must be given as in the case of the original meeting.

11.13 Decisions by Show of Hands or Poll

Subject to the Business Corporations Act, every motion put to a vote at a meeting of shareholders will be
decided on a show of hands unless a poll, before or on the declaration of the result of the vote by show
of hands, is directed by the chair or demanded by at least one shareholder entitled to vote who is present
in person or by proxy. In determining the result of a vote by a show of hands, shareholders who are not
present personally, but who are entitled to participate in the meeting as permitted under the Business
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Corporations Act, may indicate their vote orally or otherwise in such mamner as clearly evidences their
vote and is accepted by the chair of the meeting.

11.14 Declaration of Result

The chair of a meeting of shareholders must declare to the meeting the decision on every question in
accordance with the result of the show of hands or the poll, as the case may be, and that decision must be
entered in the minutes of the meeting. A declaration of the chair that a resolution is carried by the
necessary majority or is defeated is, unless a poll is directed by the chair or demanded under Part 11.13,
conclusive evidence without proof of the number or proportion of the votes recorded in favour of or
against the resolution.

11.15 Motion Need Not be Seconded

No motion proposed at a meeting of shareholders need be seconded unless the chair of the meeting rules
otherwise, and the chair of any meeting of sharsholders is entitled to propose or second a motion.

11.16 Casting Vote

In case of an equality of votes, the chair of a meeting of shareholders does not, either on a show of hands
or on a poll, have a second or casting vote in addition to the vote or votes to which the chair may be
entitled as a shareholder.

11.17 Manner of Taking Poll
Subject to Part 11.18, if a poll is duly demanded at a meeting of shareholders:
(1) the poll must be taken:

(a) at the meeting, or within seven days after the date of the meeting, as the chair of the meeting
directs; and

(b) in the manner, at the time and at the place that the chair of the meeting directs;

(2) the result of the poll is deemed to be the decision of the meeting at which the pell is demanded;
and

(3) the demand for the ppll may be withdrawn by the person who demanded it.

11.18 Demand for Poll on Adjournment

A poll demanded at a meeting of shareholders on a question of adjournment must be taken immediately
at the meeting.

11.19 Chair Must Resolve Dispute

In the case of any dispute as to the admission or rejection of a vote given on a poll, the chair of the
meeting must determine the dispute, and his or her determination made in good faith is final and
conclusive.

11.20 Casting of Votes

On a poll, a shareholder entitled to more than one vote need not cast all the votes in the same way.
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11.21 Demand for Poll
No poll may be demanded in respect of the vote by which a chair of a meeting of shareholders is elected.

11.22 Demand for Poll Not to Prevent Continuance of Meeting

The demand for a poll at a meefing of sharcholders does not, unless the chair of the meeting so rules,
prevent the continuation of a meeting for the transaction of any business other than the question on
which a poll has been demanded.

11.23 Retention of Ballots and Proxies

The Company must, for at least three months after a meeting of shareholders, keep each ballot cast on a
poll and each proxy voted at the meeting, and, during that period, make them available for inspection
during normal business hours by any shareholder or proxyholder entitled to vote at the meeting. At the
end of such three month period, the Company may destroy such ballots and proxies.

11.24 Meetings by Telephone or Other Communications Medium

A shareholder or proxy holder who is entitled to participate in a meeting of shareholders may do so in
person, or by telephone or other communications medium, if all shareholders and proxy holders
participating in the meeting are able to communicate with each other; provided however, that nothing in
this Part shall obligate the Company to take any action or provide any facility to permit or facilitate the
use of any communications medium at a meeting of shareholders. If one or more shareholders or proxy
holders participate in a meeting of shareholders in a manner contemplated by this Part:

(1) each such shareholder or proxy holder shall be deemed to be present at the meeting; and

(2) the meeting shall be deemed to be held at the location specified in the notice of meeting.

PART 12, VOTES OF SHAREHOLDERS

12.1 Number of Votes by Shareholder or by Shares

Subject to any special rights or restrictions attached to any shares and to the restrictions imposed on joint
shareholders under Part 12.3;

(1) on a vote by show of hands, every person present who is a shareholder or proxy holder and entitled
to vote on the matter has one vote; and

(2) on a poll, every shareholder entitled to vote on the matter has one vote in respect of each share
entitled to be voted on the matter and held by that shareholder and may exercise that vote either in

person or by proxy.

12.2 Votes of Persons in Representative Capacity

A person who is not a sharcholder may vote at a meeting of shareholders, whether on a show of hands or
on a poll, and may appoint a proxy holder to act at the meeting, if, before doing so, the person satisfies
the chair of the meeting, or the directors, that the person is a legal personal representative or a trustee in
bankruptcy for a shareholder who is entitled to vote at the meeting.
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12.3 Votes by Joint Holders
If there are joint shareholders registered in respect of any share:

(1) any one of the joint shareholders may vote at any meeting, either personally or by proxy, in respect
of the share as if that joint shareholder were solely entitled to it; or

(2) if more than one of the joint shareholders is present at any meeting, personally or by proxy, and
more than one of them votes in respect of that share, then only the vote of the joint shareholder
present whose name stands first on the central securities register in respect of the share will be
counted.

12.4 Legal Personal Representatives as Joint Shareholders

Two or more legal personal representatives of a shareholder in whose sole name any share is registered
are, for the purposes of Part 12,3, deemed fo be joint sharcholders.

12.5 Representative of a Corporate Shareholder

If a corporation, that is not a subsidiary of the Company, is a shareholder, that corporation may appoint a
person to act as its representative at any meeting of shareholders of the Company, and:

(1) for that purpose, the instrument appointing a representative must:

{a) be received at the registered office of the Company or at any other place specified, in the
notice calling the meeting, for the receipt of proxies, at least the number of business days
specified in the notice for the receipt of proxies, or if no number of days is specified, two
business days before the day set for the holding of the meeting; or

(b) be provided, at the meeting, to the chair of the meeting or to a person designated by the chair
of the meeting;

(2) ifarepresentative is appointed under this Part 12.5:

(a) the representative is entitled to exercise in respect of and at that meeting the same rights on
behalf of the corporation that the representative represents as that corporation could exercise if
it were a shareholder who is an individual, including, without limitation, the right to appoint a

proxy holder; and

(b) the representative, if present at the meeting, is to be counted for the purpose of forming a
quorum and is deemed to be a shareholder present in person at the meeting.

Evidence of the appointment of any such representative may be sent to the Company by written
instrument, fax or any other method of transmitting legibly recorded messages.

12.6 Proxy Provisions Do Not Apply to All Companies

Parts 12.7 to 12.15 do not apply to the Company if and for so long as it is a public company or a pre-
existing reporting company which has the Statutory Reporting Company Provisions as part of its Articles
or to which the Statutory Reporting Company Provisions apply.
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12.7 Appointment of Proxy Holders

Every shareholder of the Company, including a corporation that is a shareholder but not a subsidiary of
the Company, entitled to vote at a meeting of shareholders of the Company may, by proxy, appeint one
or more (but not more than five) proxy holders to attend and act at the meeting in the manner, to the
extent and with the powers conferred by the proxy.

12.8 Alternate Proxy Holders

A shareholder may appoint one or more alternate proxy holders to act in the place of an absent proxy
holder.

12.9 When Proxy Holder Need Not Be Shareholder

A person who must not be appointed as a proxy holder unless the person is a shareholder, although a
person who is not a shareholder may be appointed as a proxy holder if

(1) the person appointing the proxy holder is a corporation or a representative of a corporation
appointed under Part 12.5;

(2) the Company has at the time of the meeting for which the proxy holder is to be appointed only one
shareholder entitled to vote at the meeting; or

(3) the shareholders present in person or by proxy at and entitled to vote at the meeting for which the
proxy holder is to be appointed, by a resolution on which the proxy holder is not entitled to vote
but in respect of which the proxyholder is to be counted in the quorum, permit the proxy holder to
attend and vote at the meeting.

12.10 Deposit of Proxy
A proxy for a meeting of sharsholders must:

(1) be received at the registered office of the Company or at any other place specified, in the notice
calling the meeting, for the receipt of proxies, at least the number of business days specified in the
notice, or if no number of days is specified, two business days before the day set for the holding of
the meeting; or

(2) unless the notice provides otherwise, be provided, at the meeting, to the chair of the meeting or to
a person designated by the chair of the meeting.

A proxy may be sent to the Company by written instrument, fax or any other method of transmitting
legibly recorded messages.

12.11 Validity of Proxy Vote

A vote given in accordance with the terms of a proxy is valid notwithstanding the death or incapacity of
the shareholder giving the proxy and despite the revocation of the proxy or the revocation of the
authority under which the proxy is given, unless notice in writing of that death, incapacity or revocation
is received:

(1) at the registered office of the Company, at any time up to and including the last business day
before the day set for the holding of the meeting at which the proxy is to be used; or
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(2) by the chair of the meeting, before the vote is taken.
12,12 Form of Proxy

A proxy, whether for a specified meeting or otherwise, must be either in the following form or in any
other form approved by the directors or the chair of the meeting:

[name of company]|
(the “Company™)

The undersigned, being a shareholder of the Company, hereby appoints [name/ or, failing that
person, [name], as proxy holder for the undersigned to attend, act and vote for and on behalf of the
undersigned at the meeting of sharcholders of the Company to be held on fmonth, day, year] and at
any adjournment of that meeting,

Number of shares in respect of which this proxy is given (if no number is specified, then this proxy
if given in respect of all shares registered in the name of the shareholder):

Signed [month, day, vear]

[Signaiure of shareholder]

[Neome of shareholder—printed]

12.13 Revocation of Proxy
Subject to Part 12.14, every proxy may be revoked by an instrument in writing that is:

(1) received at the registered office of the Company at any time up to and including the last business
day before the day set for the holding of the meeting at which the proxy is to be used; or

(2) provided, at the meeting, to the chair of the meeting,
12.14 Revocation of Proxy Must Be Signed

An instrument referred to in Part 12.13 must be signed as follows:

(1) if the shareholder for whom the proxy holder is appointed is an individual, the instrument must be
signed by the shareholder or his or her legal personal representative or trustee in bankruptcy;

(2) if the shareholder for whom the proxy holder is appointed is a corporation, the instrument must be
signed by the corporation or by a representative appointed for the corporation under Part 12.5.

12.15 Production of Evidence of Authority to Voie

The chair of any meeting of shareholders may, but need not, inquire into the authority of any person to
vote at the meeting and may, but need not, demand from that person production of evidence as to the

existence of the authority to vote.
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PART 13, DIRECTORS

13.1 First Directors; Number of Directors
The number of directors, excluding adﬂiti-:mai directors appointed under Part 14.8, is set at:
(1)  if the Company is a public company, the greater of three and the most recently set of:

(2) the number of directors set by ordinary resolution (whether or not previous notice of the
resolution was given); and

(b) the number of directors set under Part 14.4;
(2) if the Company is not a public company:

(a) the number of directors most recently established by ordinary resolution (whether or not
previous notice of the resolution was given); and

(b) the number of directors set under Part 14.4.
13.2 Change in Number of Directors
If the number of directors is set under Parts 13.1(1)(a) or 13.1(2)(a):

(1) the sharcholders may elect or appoint the directors needed to fill any vacancies in the board of
directors up to that number;

(2)  if the shareholders do not elect or appoint the directors needed to fill any vacancies in the board of
directors up to that number contemporaneously with the setting of that number, then the directors
may appoint, or the shareholders may elect or appoint, directors to fill those vacancies.

13.3 Directors’ Acts Valid Despite Vacancy

An act or proceeding of the directors is not invalid merely because fewer than the number of directors set
or otherwise required under these Articles is in office.

13.4 Qualifications of Directors

A director is not required to hold a share in the capital of the Company as qualification for his or her
office but must be qualified as required by the Business Corporations Act to become, act or continue to

act as a director.
13.3 Remmuneration of Directors

The directors are entitled to the remuneration for acting as directors, if any, as the directors may from
time to time determine. If the directors so decide, the remuneration of the directors, if any, will be

determined by the sharcholders. That remuneration may be in addition to any salary or other
remuneration paid to any officer or employee of the Company as such, who is also a director.

13.4 Reimbursement of Expenses of Directors

The Company must reimburse each director for the reasonable expenses that he or she may incur m and
about the business of the Company.
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13.5 Special Remuneration for Directors

If any director performs any professional or other services for the Company that in the opinion of the
directors are outside the ordinary duties of a director, or if any director is otherwise specially occupied in
or about the Company’s business, he or she may be paid remuneration fixed by the directors, or, at the
option of that director, fixed by ordinary resolution, and such remuneration may be either in addition to,
or in substitution for, any other remuneration that he or she may be entitled to receive.

13.6 Gratuity, Pension or Allowance on Retirement of Director

Unless otherwise determined by ordinary resolution, the directors on behalf of the Company may pay a
gratuity or pension or allowance on retirement to any director who has held any salaried office or place
of profit with the Company or to his or her spouse or dependants and may make confributions to any
fund and pay premiums for the purchase or provision of any such gratuity, pension or allowance.

PART 14, ELECTION AND REMOVAL OF DIRECTORS

14.1 Election at Annual General Meeting
At every annual general meeting and in every unanimous resolution contemplated by Part 10.2:

(1) the shareholders entitled to vote at the annual general meeting for the election of directors must
elect, or in the unanimous resolution appoint, a board of directors consisting of the number of

directors for the time being set under these Articles; and

(2) all the directors cease to hold office immediately before the election or appointment of directors
under paragraph (1), but are eligible for re-election or re-appointment.

14,2 Consent to be a Director
No election, appointment or designation of an individual as a director is valid unless:

(1) that individual consents to be a director in the manner provided for in the Business Corporations
Act;

(2) that individual is elected or appointed at a meeting at which the individual is present and the
individual does not refuse, at the meeting, to be a director; or

(3) with respect to first directors, the designation is otherwise valid under the Business Corporations
Aet.

14.3 Failure to Elect or Appoint Directors

If;

(1} the Company fails to hold an annual general meeting, and all the shareholders who are entitled to
vote at an annual general meeting fail to pass the unanimous resolution contemplated by Part 10.2,
on or before the date by which the annual general meeting is required to be held under the Business
Corporations Act; or
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(2) the shareholders fail, at the annual general meeting or in the unanimous resolution contemplated
by Part 10.2, to elect or appoint any directors;

then each director then in office continues to hold office until the earlier of:
(3) the date on which his or her successor is elected or appointed; and

(4) the date on which he or she otherwise ceases to hold office under the Business Corporations Act or
these Articles. :

14.4 Places of Retiring Directors Not Filled

If, at any meeting of shareholders at which there should be an election of directors, the places of any of
the retiring directors are not filled by that election, those retiring directors who are not re-elected and
who are asked by the newly elected directors to continue in office will, if willing to do so, continue in
office to complete the number of directors for the time being set pursuant to these Articles until further
new directors are elected at a meeting of shareholders convened for that purpose. If any such election or
continuance of directors does not result in the election or continuance of the number of directors for the

time being set pursuant to these Articles, the number of directors of the Company is deemed to be set at
the number of directors actually elected or continued in office.

14.5 Directors May Fill Casual Vacancies
Any casual vacancy occurring in the board of directors may be filled by the directors.

14.6 Remaining Directors Power to Act

The directors may act notwithstanding any vacancy in the board of directors, but if the Company has
fewer directors in office than the number set pursuant to these Articles as the quorum of directors, the
directors may only act for the purpose of appointing directors up to that number or of summoning a
meeting of shareholders for the purpose of filling any vacancies on the board of directors or, subject to
the Business Corporations Act, for any other purpose.

14.7 Shareholders May Fill Vacancies

If the Company has no directors or fewer directors in office than the number set pursuant to these
Articles as the quorum of directors, then failing the filling of any vacancies as set forth in Part 14.6, the
shareholders may elect or appoint directors to fill any vacancies on the board of directors.

14.8 Additional Directors

Notwithstanding Parts 13.1 and 13.2, between annual general meetings or unanimous resolutions
contemplated by Part 10.2, the directors may appoint one or more additional directors, but the number of
additional directors appointed under this Part 14.8 must not at any time exceed:

(1) one-third of the number of first directors, if, at the time of the appointments, one or more of the
first directors have not yet completed their first term of office; or

(2) in any other case, one-third of the number of the current directors who were elected or appointed
as directors other than under this Part 14.8.
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Any director so appointed ceases to hold office immediately before the next election or appointment of
directors under Part 14.1(1), but is eligible for re-election or re-appointment.

14.9 Ceasing to be a Director
A director ceases to be a director when:
(1) theterm of office of the director expires;

(2) the director dies;

(3) the director resigns as a director by notice in writing provided to the Company or the solicitor for
the Company; or

(4) the director is removed from office pursuant to Parts 14.10 or 14.11.
14.10 Removal of Director by Shareholders

The Company may remove any director before the expiration of his or her term of office by special
resolution. In that event, the shareholders may elect, or appoint by ordinary resolution, a director to fill
the resulting vacancy. If the shareholders do not elect or appoint a director to fill the resulting vacancy
contemporaneously with the removal, then the directors may appoint or the shareholders may elect, or
appoint by ordinary resolution, a director to fill that vacancy.

14.11 Removal of Director by Directors

The directors may remove any director before the expiration of his or her term of office if the director is
convicted of an indictable offence, or if the director ceases to be qualified to act as a director of a
company and does not promptly resign, and the directors may appoint a director to fill the resulting
vacancy.

PART 15, ALTERNATE DIRECTORS

15.1 Appointment of Alternate Director

Any director (an “appointor™) may by notice in writing received by the Company appoint any person (an
“appointee’”) who is qualified to act as a director to be his or her alternate to act in his or her place at
meetings of the directors or committees of the directors at which the appointor is not present unless (in
the case of an appointee who is not a director) the directors have reasomably disapproved the
appointment of such person as an alternate director and have given notice to that effect to his or her
appointor within a reasonable time after the notice of appointment is received by the Company.

15.2 Notice of Meetings

Every alternate director so appointed is entitled to notice of meetings of the directors and of committees
of the directors of which his or her appointor is a member and to attend and vote as a director at any such
meetings at which his or her appointor is not present.

15.3 Alternate for More Than One Director Attending Meetings

A person may be appointed as an altemate director by more than one director, and an alternate director:
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(1) will be counted in determining the quorum for a meeting of directors once for each of his or her
appointors and, in the case of an appointee who is also a director, once more in that capacity;

(2) has a separate vote at a meeting of directors for each of his or her appointors and, in the case of an
appointee who is also a director, an additional vote in that capacity;

(3) will be counted in determining the quorum for a meeting of a committee of directors once for each
of his or her appointors who is a member of that committee and, in the case of an appointee who is
also a member of that committee as a director, once more in that capacity;

(4) has a separate vote at a meeting of a committee of directors for each of his or her appointors who
is a member of that committee and, in the case of an appointee who is also a member of that
committee as a director, an additional vote in that capacity.

15.4 Consent Resolutions

Every alternate director, if authorized by the notice appointing him or her, may sign in place of his or her
appointor any resolutions to be consented to in writing.

15.5 Alternate Director Not an Agent
Every alternate director is deemed not to be the agent of his or her appomntor.
15.6 Revocation of Appointment of Alternate Director

An appointor may at any time, by notice in writing received by the Company, revoke the appmm:ment of
an alternate director appointed by him or her.

15.7 Ceasing to be an Alternate Director

The appointment of an alternate director ceases when:

(1) his or her appointor ceases to be a director and is not promptly re-elected or re-appointed;
(2) the alternate director dies;

(3) the alternate director resigns as an alternate director by notice in writing provided to the Company
or the solicitor for the Company,

(4) the alternate director ceases to be qualified to act as a director; or
(5) his or her appointor revokes the appointment of the alternate director.
15.8 Remuneration and Expenses of Alternate Director

The Company may reimburse an alternate director for the reasonable expenses that would be properly
reimbursed if he or she were a director, and the alternate director is entitled to receive from the Company
such proportion, if any, of the remuneration otherwise payable to the appointor as the appointor may
from time to time direct.
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PART 16, POWERS AND DUTIES OF DIRECTORS
16.1 Powers of Management

The directors must, subject to the Business Corporations Act and these Articles, manage or supervise the
management of the business and affairs of the Company and have the authority to exercise all such
powers of the Company as are not, by the Business Corporations Act or by these Articles, required to be
exercised by the shareholders of the Company.

16.2 Appointment of Attorney of Company

The directors may from time to time, by power of attorney or other instrument, under seal if so required
by law, appoint any person fo be the attorney of the Company for such purposes, and with such powers,
authorities and discretions (not exceeding those vested in or exercisable by the directors under these
Articles and excepting the power to fill vacancies in the board of directors, to remove a director, to
change the membership of, or fill vacancies in, any committee of the directors, to appoint or remove
officers appointed by the directors and to declare dividends) and for such period, and with such
remuneration and subject to such conditions as the directors may think fit. Any such power of attorney
may contain such provisions for the protection or convenience of persons dealing with such attorney as
the directors think fit. Any such attorney may be authorized by the directors to sub-delegate all or any of
the powers, authorities and discretions for the time being vested in him or her.

PART 17, DISCLOSURE OF INTEREST OF DIRECTORS & SENIOR OFFICERS

17.1 Obligation to Account for Profits

A director or senior officer who holds a disclosable interest (as that term is used in the Business
Corporations Act) in a contract or transaction into which the Company has entered or proposes to enter
is liable to account to the Company for any profit that accrues to the director or senior officer under or as
a result of the contract or transaction only if and to the extent provided in the Business Corporations Act.

17.2 Restrictions on Voting by Reason of Interest

A director who holds a disclosable interest in a contract or transaction into which the Company has
entered or proposes to enter is not entitled to vote on any directors’ resolution to approve that contract or
transaction, unless all the directors have a disclosable interest in that contract or transaction, in which
case any or all of those directors may vote on such resolution.

17.3 Imterested Director Counted in Quorum

A director who holds a disclosable interest in a contract or transaction into which the Company has
entered or proposes to enter and who is present at the meeting of directors at which the contract or
transaction is considered for approval may be counted in the quorum at the meeting whether or not the
director votes on any or all of the resolutions considered at the meeting,

17.4 Disclosure of Conflict of Interest or Property

A director or senior officer who holds any office or possesses any property, right or interest that could

result, directly or indirectly, in the creation of a duty or interest that materially conflicts with that
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individual’s duty or interest as a director or senior officer, must disclose the nature and extent of the
conflict as required by the Business Corporations Act.

17.5 Director Holding Other Office in the Company

A director may hold any office or place of profit with the Company, other than the office of auditor of the
Company, in addition to his or her office of director for the period and on the terms (as to remruneration
or otherwise) that the directors may determine.

17.6 No Disqualification

No director or intended director is disqualified by his or her office from contracting with the Company
cither with regard to the holding of any office or place of profit the director holds with the Company or
as vendor, purchaser or otherwise, and no contract or transaction entered into by or on behalf of the
Company in which a director is in any way interested is liable to be voided for that reason.

17.7 Professional Services by Director or Officer

Subject to the Business Corporations Aet, a director or officer, or any person in which a director or
officer has an interest, may act in a professional capacity for the Company, except as auditor of the
Company, and the director or officer or such person is entitled to remuneration for professional services
as if that director or officer were not a director or officer.

17.8 Director or Officer in Other Corporations

A director or officer may be or become a director, officer or employee of, or otherwise interested in, any
person in which the Company may be interested as a shareholder or otherwise, and, subject to the
Business Corporations Act, the director or officer is not accountable to the Company for any
remuneration or other benefits received by him or her as director, officer or employee of, or from his or
her interest in, such other person.

PART 18, PROCEEDINGS OF DIRECTORS

18.1 Meetings of Directors

The directors may meet together for the conduct of business, adjourn and otherwise regulate their
meetings as they think fit, and meetings of the directors held at regular intervals may be held at the place,
at the time and on the notice, if any, as the directors may from time to time determine.

18.2 Voting at Meetings

Questions arising at any meeting of directors are to be decided by a majority of votes and, in the case of
an equality of votes, the chair of the meeting does not have a second or casting vote.

18.3 Chair of Meetings
The following individual is entitled to preside as chair at a meeting of directors:

(1) the chair of the board, if any;
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(2) inthe absence of the chair of the board, the president, if any, if the president is a director; or
(3) any other director chosen by the directors if:

(2) neither the chair of the board nor the president, if a director, is present at the meeting within
15 minutes after the time set for holding the meeting;

(b) neither the chair of the board nor the president, if a director, is willing to chair the meeting; or

(c) the chair of the board and the president, if a director, have advised the secretary, if any, or any
other director, that they will not be present at the meeting.

18.4 Meetings by Telephone or Other Communications Medium

A director may participate in a meeting of the directors or of any committee of the directors in person or
by telephone if all directors participating in the meeting, whether in person or by telephone or other
communications medium, are able to communicate with each other. A director may participate in a
meeting of the directors or of any committee of the directors by a communications medium other than
telephone if all directors participating in the meeting, whether in person or by telephone or other
communications medium, are able to communicate with each other and if all directors who wish to
participate in the meeting agree to such participation. A director who participates in a meeting in a
manner contemplated by this Part 18.4 is deemed for all purposes of the Business Corporations Act and
these Axticles to be present at the meeting and to have agreed to participate in that manner.

18.5 Calling of Meetings

A director may, and the secretary or an assistant secretary of the Company, if any, on the request of a
director must, call a meeting of the directors at any time.

18.6 Notice of Meetings

Other than for meetings held at regular intervals as determined by the direclors pursuant to Part 18.1,
reasonable notice of each meeting of the directors, specifying the place, day and time of that meeting
must be given to each of the directors and the alternate directors by any method set out in Part 24.1 or

orally or by telephone.
18.7 When Notice Not Required
It is not necessary to give notice of a meeting of the directors to a director or an alternate director if:

(1) the meeting is to be held immediately following a meeting of shareholders at which that director
was elected or appointed, or is the meeting of the directors at which that director is appointed; or

(2) the director or alternate director, as the case may be, has waived notice of the meeting.
18.8 Meeting Valid Despite Failure to Give Notice

The accidental omission to give notice of any meeting of directors to, or the non-receipt of any notice by,
any director or alternate director, does not invalidate any proceedings at that meeting.
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18.9 Waiver of Notice of Meetings

Any director or alternate director may send to the Company a document signed by him or her waiving
notice of any past, present or future meeting or meetings of the directors and may at any time withdraw
that waiver with respect to meetings held after that withdrawal, After sending a waiver with respect to all
future meetings and until that waiver is withdrawn, no notice of any meeting of the directors need be
given to that director and, unless the director otherwise requires by notice in writing to the Company, to
hig or her alternate director, and all meetings of the directors so held are deemed not to be improperly
called or constituted by reason of notice not having been given to such director or alternate director.

18.10 Quorum

The quorum necessary for the transaction of the business of the directors may be set by the directors and,
if not so set, is deemed to be set at a majority of the directors then in office or, if the number of directors
is sat at one, is deemed to be set at one director, and that director may constitute a meeting.

18.11 Validity of Acts Where Appointment Defective

Subject to the Business Corporations Act, an act of a director or officer is not invalid merely because of
an irregularity in the election or appointment or a defect in the qualification of that director or officer.

18.12 Consent Resolutions in Writing

A resolution of the directors or of any committee of the directors consented to in writing by all of the
directors entitled to vote on it, whether by signed document, fax, email or any other method of
transmitting legibly recorded messages, is as valid and effective as if it had been passed at a meeting of
the directors or of the committee of the directors duly called and held. Such resolution may be in two or
more counterparts which together are deemed to constitute one resolution in writing, A resolution passed
in that manmner is effective on the date stated in the resolution or on the latest date stated on any
counterpart. A resolution of the directors or of any committee of the directors passed in accordance with
this Part 18.12 is deemed to be a proceeding at a meeting of directors or of the commiitee of the directors
and to be as valid and effective as if it had been passed at a meeting of the directors or of the committee
of the directors that satisfies all the requirements of the Business Corporations Act and all the
requirements of these Articles relating to meetings of the directors or of a committee of the directors.

PART 19, EXECUTIVE AND OTHER COMMITTEES

19.1 Appointment and Powers of Executive Committee

The directors may, by resolution, appoint an executive committee consisting of the director or directors
that they consider appropriate, and this committee has, during the intervals between meetings of the
board of directors, all of the directors’ powers, except:

(1) the power to fill vacancies in the board of directors;
(2)  the power to remove a director;

(3) the power to change the membership of, or fill vacancies in, any committee of the directors; and
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(4) such other powers, if any, as may be set out in the resolution or any subsequent directors’
resolution.

19.2 Appointment and Powers of Other Committees
The directors may, by resolution:

(1) appoint one or more comumittees (other than the executive committes) consisting of the director or
directors that they consider appropriate;

(2) delegate to a committee appointed under paragraph (1) any of the directors’ powers, except:
(a) the power to fill vacancies in the board of directors;
(b) the power to remove a director;

(c) the power to change the membership of, or fill vacancies in, any committee of the directors;
and

(d) the power to appoint or remove officers appointed by the directors; and

(3) make any delegation referred to in paragraph (2) subject to the conditions set out in the resolution
or any subsequent directors’ resolution.

19.3 Obligations of Committees
Any committee appointed under Parts 19.1 or 19.2, in the exercise of the powers delegated to it, must:
(1) conform to any rules that may from time to time be imposed on it by the directors; and

(2) report every act or thing done in exercise of those powers at such times as the directors may
require,

19.4 Powers of Board
The directors may, at any time, with respect to a committee appointed under Parts 19.1 or 19.2;

(1) revoke or alter the authority given to the committee, or override a decision made by the committee,
except as to acts done before such revocation, alteration or overriding;

(2) terminate the appointment of, or change the membership of, the committee; and
(3) fill vacancies in the committee.

19.5 Committee Meetings

Subject to Part 19.3(1) and unless the directors otherwise provide in the resolution appoimting the
committee or in any subsequent resolution, with respect to a committee appointed under Parts 19.1 or
19.2;

(1) the committee may meet and adjourn as it thinks proper;

(2) the commitiee may elect a chair of its meetings but, if no chair of a meeting is elected, or if at a
meeting the chair of the meeting is not present within 15 minutes after the time set for holding the
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meeting, the directors present who are members of the committee may choose one of their number
to chair the meeting;

(3) amajority of the members of the committee constitutes a quorum of the committee; and

(4) questions arising at any meeting of the committee are determined by a majority of votes of the
members present, and in case of an equality of votes, the chair of the meeting does not have a
second or casting vote.

PART 20, OFFICERS

20.1 Directors May Appoint Officers

The directors may, from time to time, appoint such officers, if any, as the directors determine and the
directors may, at any time, terminate any such appointment.

20.2 Functions, Duties and Powers of Officers
The directors may, for each officer:

(1) determine the functions and duties of the officer;

(2) entrust to and confer on the officer any of the powers exercisable by the directors on such terms
and conditions and with such restrictions as the directors think fit; and

(3) revoke, withdraw, alter or vary all or any of the fimctions, duties and powers of the officer.

20.3 Qualifications

No officer may be appointed unless that officer is gualified in accordance with the Business
Corporations Act. One person may hold more than one position as an officer of the Company. Any
person appointed as the chair of the board or as the managing director must be a director. Any other
officer need not be a director.

20.4 Remuneration and Terms of Appointment

All appointments of officers are to be made on the terms and conditions and at the remuneration
(whether by way of salary, fee, commission, participation in profits or otherwise) that the directors thinks
fit and are subject to termination at the pleasure of the directors, and an officer may in addition to such
remuneration be entitled to receive, after he or she ceases to hold such office or leaves the employment
of the Company, a pension or gratuity.

PART 21, INDEMNIFICATION

21.1 Definitions
In this Part 21:

(1) “eligible penalty” means a judgment, penalty or fine awarded or imposed in, or an amount paid in
settlement of, an eligible proceeding;
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(2) “eligible proceeding” means a legal proceeding or investigative action, whether current,
threatened, pending or completed, in which a director, former director or alternate divector of the
Company (an “eligible party™) or any of the heirs and legal personal representatives of the eligible
party, by reason of the eligible party being or having been a director or alternate director of the
Company:

(a) is or may be joined as a party; or

(b) is or may be liable for or in respect of a judgment, penalty or fine in, or expenses related to,
the proceeding;

(3) “expenses” has the meaning set out in the Business Corporations Act.

21.2 Mandatory Indemnification of Directors, Former Directors, Alternate Directors and Senior
Officers

Subject to the Business Corporations Act, the Company must indemnify a director, former director,
alternate director or senior officer of the Company and his or her heirs and legal personal representatives
against all eligible penalties to which such person is or may be liable, and the Company must, after the
final disposition of an eligible proceeding, pay the expenses actually and reasonably incurred by such
person in respect of that proceeding. Each director, former director, alternate director and senior officer
is deemed to have contracted with the Company on the terms of the indemnity contained in this Part
21.2. '

21.3 Indemnification of Other Persons
Subject to any restrictions in the Business Corporations Act, the Company may indemnify any person.
21.4 Non-Compliance with Business Corparations Act

The failure of a director, altemate director or officer of the Company to comply with the Business
Corparations Act or these Articles does not invalidate any indemnity to which he or she is entitled under
this Part.

21.5 Company May Purchase Insurance

The Company may purchase and maintain insurance for the benefit of any person (or his or her heirs or
legal personal representatives) who:

(1)  is or was a director, aliernate director, officer, employee or agent of the Company;

(2) is or was a director, altemate director, officer, employee or agent of a corporation at a time when
the corporation is or was an affiliate of the Company;

(3) at the request of the Company, is or was a director, alternate director, officer, employee or agent of
a corporation or of a partnership, trust, joint venture or other unincorporated entity;

(4) at the request of the Company, holds or held a position equivalent to that of a director, alternate
director or officer of a partnership, trust, joint venture or other unincorporated entity;

against any lability incurred by him or her as such director, alternate director, officer, employee or agent
or person who holds or held such equivalent position.
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PART 22, DIVIDENDS

22.1 Payment of Dividends Subject to Special Rights

The provisions of this Part 22 are subject to the rights, if any, of shareholders holding shares with special
rights as to dividends.

22.2 Declaration of Dividends

Subject to the Business Corporations Act, the directors may from time to time declare and authorize
payment of such dividends as they may deem advisable.

22.3 No Notice Required
The directors need not give notice to any shareholder of any declaration under Part 22.2.

22.4 Record Date

The directors may set a date as the record date for the purpose of determining shareholders entitled to
receive payment of a dividend. The record date must not precede the date on which the dividend is to be
paid by more than two months. If no record date is set, the record date is 5 p.m. on the date on which the
directors pass the resolution declaring the dividend.

22,5 Manner of Paying Dividend

A resolution declaring a dividend may direct payment of the dividend wholly or partly by the distribution
of specific assets or of fully paid shares or of bonds, debentures or other securities of the Company, or in
any one or more of those ways.

22.6 Settlement of Difficulties

If any difficulty arises in regard to a distribution under Part 22.5, the directors may setile the difficulty as
they deem advisable, and, in particular, may:

(1) set the value for distribution of specific assets;

(2) determine that cash payments in substitution for all or any part of the specific assets to which any
shareholders are entitled may be made to any shareholders on the basis of the value so fixed in

order to adjust the rights of all parties; and
(3) vest any such specific assets in trustees for the persons entitled to the dividend.

22,7 When Dividend Payable
Any dividend may be made payable on such date as is fixed by the directors.
22.8 Dividends to be Paid in Accordance with Number of Shares

All dividends on shares of any class or series of shares must be declared and paid according to the
number of such shares held.
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22.9 Receipt by Joint Shareholders

If several persons are joint shareholders of any share, any one of them may give an effective receipt for
any dividend, bonus or other money payable in respect of the share.

22,10 Dividend Bears No Interest

No dividend bears interest against the Company.

22.11 Fractional Dividends

If a dividend to which a shareholder is entitled includes a fraction of the smallest monetary unit of the
currency of the dividend, that fraction may be disregarded in making payment of the dividend and that
payment represents full payment of the dividend.

22,12 Payment of Dividends

Any dividend or other distribution payable in cash in respect of shares may be paid by cheque, made
payable to the order of the person to whom it is sent, and mailed to the address of the shareholder, or in
the case of joint shareholders, to the address of the joint shareholder who is first named on the central
securities register, or to the person and to the address the shareholder or joint shareholders may direct in
writing. The mailing of such cheque will, to the extent of the sum represented by the cheque (plus the
amount of the tax required by law to be deducted), discharge all liability for the dividend unless such
cheque is not paid on presentation or the amount of tax so deducted is not paid to the appropriate taxing
authority.

22.13 Capitalization of Surplus

Notwithstanding anything contained in these Articles, the directors may from time to time capitalize any
surplus of the Company and may from time to time issue, as fully paid, shares or any bonds, debentures
or other securities of the Company as a dividend representing the surplus or any part of the surplus.

PART 23, DOCUMENTS, RECORDS AND REPORTS

23.1 Recording of Financial Affairs

The directors must cause adequate accounting records to be kept to record properly the financial affairs
and condition of the Company and to comply with the Business Corporations Act.

23.2 Inspection of Accounting Records

Unless the directors determine otherwise, or unless otherwise determined by ordinary resolution, no
sharcholder of the Company is entitled to inspect or obtain a copy of any accounting records of the
Company.
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PART 24, NOTICES

24.1 Method of Giving Notice

Unless the Business Corporations Act or these Articles provides otherwise, a notice, statement, report or
other record required or permitted by the Business Corporations Act or these Articles to be sent by or to
a person may be sent by any one of the following methods:

(1) mail addressed to the person at the applicable address for that person as follows:
(a) for a record mailed to a shareholder, the shareholder’s registered address;

(b) for a record mailed to a director or officer, the prescribed address for mailing shown for the
director or officer in the records kept by the Company or the mailing address provided by the
recipient for the sending of that record or records of that class;

(c) in any other case, the mailing address of the intended recipient;
(2) delivery at the applicable address for that person as follows, addressed to the person:
(a) for arecord delivered to a shareholder, the shareholder’s registered address;

(b) for a record delivered to a director or officer, the prescribed address for delivery shown for the
director or officer in the records kept by the Company or the delivery address provided by the
recipient for the sending of that record or records of that class;

{c) in any other case, the delivery address of the intended recipient;

(3) sending the record by fax to the fax number provided by the intended recipient for the sending of
that record or records of that class;

(4) sending the record by email to the email address provided by the intended recipient for the sending
of that record or records of that class;

(5) physical delivery to the intended recipient;
(6) delivery in such other manner as may be apprtwcﬂ by the directors.

24.2 Deemed Receipt of Mailing

4

A record that is mailed to a person by ordinary mail to the applicable address for that person referred to
in Part 24.1 is desmed to be received by the person to whom it was meailed on the day, Saturdays,
Sundays and holidays excepted, following the date of mailing.

24.3 Certificate of Sending

A certificate signed by the secretary, if any, or other officer of the Company or of any other corporation
acting in that behalf for the Company stating that a notice, statement, report or other record was
addressed as required by Part 24.1, prepaid and mailed or otherwise sent as permitted by Part 24.1 is
conclusive evidence of that fact.
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24.4 Notice to Joint Shareholders

A notice, statement, report or other record may be provided by the Company to the joint shareholders of
a share by providing the notice to the joint shareholder first named in the central securities register in
respect of the share.

24.5 Notice to Trustees

A notice, statement, report or other record may be provided by the Company to the persons entitled to a
share in consequence of the death, bankruptcy or incapacity of a shareholder by:

(1) mailing the record, addressed to them:

{(a) by name, by the title of the legal personal representative of the deceased or incapacitated
shareholder, by the title of trustee of the bankrupt sharcholder or by any similar description;
and

(b) at the address, if any, supplied to the Company for that purpose by the persons claiming to be
so entitled; or

(2) if an address referred to in paragraph (1)(b) of this Part 24.5 has not been supplied to the Company,
by giving the notice in a manner in which it might have been given if the death, bankruptcy or
incapacity had not occurred.

PART 25, SEAL

25.1 Who May Attest Seal

Except as provided in Parts 25.2 and 25.3, the Company’s seal, if any, must not be impressed on any
record except when that impression is attested by the signatures of:

(1) any two directors;
(2) any officer, together with any director;
(3) if the Company only has one director, that director; or

(4) any one or more directors or officers or persons as may be determined by the directors.

25.2 Sealing Copies

For the purpose of certifying under seal a certificate of incumbency of the directors or uﬂicprs of the
Company or a true copy of any resolution or other document, despite Part 25.1, the impression of the
seal may be attested by the signature of any director or officer.

25.3 Mechanical Reproduction of Seal

The directors may authorize the seal to be impressed by third parties on share certificates or bonds,
debentures or other securities of the Company as they may determine appropriate from time to time. To
enahle the seal to be impressed on any share certificates or bonds, debenhures or other securities of the
Company, whether in definitive or interim form, on which facsimiles of any of the signatures of the
directors or officers of the Company are, in accordance with the Business Corporations Act or these
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Articles, printed or otherwise mechanically reproduced, there may be delivered to the person employed
to engrave, lithograph or print such definitive or interim share certificates or bonds, debentures or other
securities one or more unmounted dies reproducing the seal and the chair of the board or any senior
officer together with the secretary, treasurer, secretary-treasurer, an assistant secretary, an assistant
treasurer or an assistant secretary-treasurer may in writing authorize such person to cause the seal to be
impressed on such definitive or interim share certificates or bonds, debentures or other securities by the
use of such dies. Share certificates or bonds, debentures or other securities to which the seal has been so
impressed are for all purposes deemed to be under and to bear the seal impressed on them.

PART 26, MECHANICAL REPRODUCTION OF SIGNATURES

26.1 Mechanical Reproduction of Signatures

The signature of any officer, director, registrar, branch registrar, transfer agent or branch agent of the
Company, unless otherwise required by the Business Corporations Aet or by these Articles, may, if
authorized by the directors, be printed, lithographed, engraved or otherwise mechanically reproduced
upon all instruments executed or issued by the Company or any officer thereof. Any instrument on
which the signature of any such person is so reproduced shall be deemed to have been manually signed
by such person whose signature is so reproduced and shall be as valid to all intents and purposes as if
such instrument had been signed manually, and notwithstanding that the person whose signature is so
reproduced may have ceased to hold the office that he is stated on such instrument to hold at the date of
the delivery or issue of such instrument.

26.2 Imstrument Defined

The term "instrument" as used in Part 26.1, shall include deeds, mortgages, hypothecs, charges,
conveyances, transfers and assignments of property, real or personal, agreements, releases, receipts and
discharges for the payment of money or other obligations, shares and share wairants of the Company,
bonds, debentures and other debt obligations of the Company, and all paper writings.

PAarT 27, PROHIBITIONS
27.1 Definitions
In this Part 27:
(1) “designated security” means:
(a) a voting security of the Company;

{b) a security of the Company that is not a debt security and that carries a residual right to
participate in the earnings of the Company or, on the liquidation or winding up of the
Company, in its assets; or

(c) a security of the Company convertible, directly or indirectly, into a security described m
paragraph (a) or (b);

(2) “security” has the meaning assigned in the Securities Act (British Columbia);

(3) “voting security” means a security of the Company that:
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{(a) isnot a debt security, and

(b) carries a voting right either under all circumstances or under some circumstances that have
occurred and are continuing.

27.2 Application

Part 27.3 does not apply to the Company if and for so long as it is a public company or a pre-existing
reporting company which has the Statutory Reporting Company Provisions as part of its Articles or to
which the Statutory Reporting Company Provisions apply.

27.3 Consent Required for Transfer of Shares or Designated Securities

No share or designated security may be sold, transferred or otherwise disposed of without the consent of
the directors and the directors are not required to give any reason for refusing to consent to any such sale,
transfer or other disposition.

SR
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Polymet Mining Corp.
(Tier 1 Issuer, Rolling 10%)

INCENTIVE STOCK OPTION PLAN
(as approved by the sharcholders of the Company at an Annual and Extraordinary
General Meeting held on May 28, 2004)

1. Purpose

1.01 The purpose of the Incentive Stock Option Plan (the “Plan”) is to promote the
profitability and growth of Polymet Mining Corp. (the “Company™) or a subsidiary thereof by
facilitating the efforis of the Company and its subsidiaries to obtain and retain key individuals.
The Plan provides an incentive for and encourages ownership of the Company's shares by its key
individuals so that they may increase their stake in the Company and benefit from increases in
the value of the Company's shares.

1.02  The term "subsidiaries” for the purpose of the Plan will include Polymet Mining Inc.,
which definition may be varied by the Committee to conform with the changing interests of the
Company.

L Administration

2.01 The Plan will be administered by a committee (the “Committee™) of the Company’s
Board of Directors (the “Board").

2.02 The Commitize will be authorized, subject to the provisions of the Plan, to adopt such
rules and regulations as it deems consistent with the Plan's provisions and, in its sole discretion,
to designate options (“Options”) to purchase shares of the Company pursuant to the Plan. The
Committee may authorize one or more individuals of the Company to execute, deliver and
receive documents on behalf of the Commitiee.

5 A Eligibility

3.01 Each person (an “Optionee”) who is a “Consultant”, a “Director”, an “Employee” or a
*Management Company Employee™ in relation to the Company (as those terms are defined in
Policy 4.4, “Incentive Stock Options”, of the TSX Venture Exchange (the “Exchange”)) 1s
eligible to be granted one or more Options.

3.02 Nothing in the Plan or in any Option shall confer any right on any individual to continue
in the employ of or association with the Company or its subsidiaries or will interfere in any way
with the right of the Company or subsidiaries to terminate at any time the employment of a
person who 1s an Optionee.

3.03 The Committee may from lime to time at its discretion, subject to the provisions of the
Plan, determine those eligible individuals to whom Options will be granted, the number of
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Shares subject to such Ophions, the dates on which such Options are to be granted and the term
of such Options.

3.04 The Committce may, at its discretion, with respect to any Option, impose additional
terms and conditions which are more restrictive on the Optionee than those provided for in the
Plan.

4. General Provisions

4.01 The shares to be optioned under the Plan will be authorized but unissued Commeon Shares
without par value (“Shares”) of the Company.

4.02 The aggregate number of Shares for which Options may be granted will not exceed 10%
of the issued and outstanding commeon share capital at the time that an Option is granted, subject
to adjustment under Section 11 below.

4.03 Shares subject to but not issued or delivered under an Option which expires or terminates
shall again be available for oplion under the Plan.

4.04 The number of Shares under option to any one individual in any 12-month period shall
not exceed 5% of the issued and outstanding common share capital of the Company, as
calculated on the date that the Option is granted; however, any one optionee may hold one or
more options to acquire more than 5% of the issued share capital of the Company, PROVIDED
disinterested shareholder approval is obtained.

405 The number of Shares under Option to any one Consultant or any one Consultant
Company in any 12 month period shall not exceed 2% of the issued and outstanding common
share capital of the Company, as calculated on the date that the Option 1s granted.

406 The number of Shares under Option to Employees conducting Investor Relations
Activities (as defined in the applicable policies of the Exchange) in any 12 month peried shall
not exceed an aggregate of 2% of the issued and outstanding common share capital of the
Company, as calculated on the date that the Option is granted.

4.07 The number of Shares under Option to Consultants conducting Investor Relations
Activities must vest in stages over a 12 month period, with no more than 25% of the Shares
vesting in any three month period. Trading of the aforesaid Shares will be monitored by the
Company’s Board of Directors,

4.08  Each Opiion will be evidenced by:

(a) a written agreement between, and executed by, the Company and the individual
containing terms and conditions established by the Committee with respect to
such Option and which will be consistent with the provisions of the Plan; or

(b) a certificate executed by the Company and delivered to the Optionee setting out
the material terms of the Option, with a copy of this Plan attached thereto.
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4.09 An Option may not be assigned or transferred. During the lifetime of an Optionee, the
Option may be exercised only by the Optionee.

5. Ternm of Option

5.01 The maximum term of any Option, for so long as the Company is a Tier 1 issuer, will be
10 years

5.03 The Company shall be under no obligation to give an Optionee notice of termination of
an Option.

5.04 A change of employment shall not be considered a termination so long as the Optionee
continues to be employed by the Company or its subsidiaries, if any.

. tion Price

6.01 The price per Share at which Shares may be purchased upon the exercise of an Option
(the “Option Price™) must not be less than the “Discounted Market Price” (as defined in the
policies of the Exchange, provided that the Option Price shall not be less that $0.10 per Share).

6.02 The Option Price must be paid in full at the time of exercise of the Option and no Shares
will be issued and delivered until full payment is made.

6.03  An Optionee will not be deemed the holder of any Shares subject to his Option until the
Shares are delivered to him.

7. Death

7.01 Notwithstanding any other provision of this Plan, if any Optionee shall die holding an
Option which has not been fully exercised, his personal representative, heirs or legatees may, at
any time within one year after the date of such death (notwithstanding the normal expiry date of
the Option under the provisions of Section 5 hereof) exercise the Option with respect to the
unexercised balance of the Shares subject to the Option.

8. Changes in Shares

8.01 1In the ecvent the authorized common share capital of the Company as constituted on the
date that this Plan comes into effect is consolidated into a lesser number of Shares or subdivided
into a greater number of Shares, the number of Shares for which Options are outstanding will be
decreased or increased proportionately as the case may be and the Option Price will be adjusted
accordingly and the Optionees will have the benefit of any stock dividend declared during the
period within which the said Optionee held his Option. Should the Company amalgamate or
merge with any other company or companies (the right to do so being hereby expressly reserved)
whether by way of arrangement, sale of asseis and undertakings or otherwise, then and in each
such case the number of shares of the resulting corporation to which an Option relates will be
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determmed as if the Option had been fully exercised prior to the effective date of the
amalgamation or merger and the Option Price will be correspondingly increased or decreased, as
applicable.

9, Cancellation of Options

9.01 The Committee may, with the consent of the Optionee, cancel an existing Option, in
accordance with the policies of the Exchange.

[0. Amendment or Disconlinuance

10.01 The Board may alter, suspend or discontinue the Plan, but may not, without the approval
of the shareholders of the Company, make any alteration which would:

(a) increase the aggregate number of Shares subject to Option under the Plan except
as provided in Section 8; or

(b)  decrease the Option Price except as provided in Section B. Notwithstanding the
foregeing, the terms of an existing Option may not be aliered, suspended or
discontinued without the consent in writing of the Optionee,

11. Disinterested Shareholder Approval

11.01 The approval of the disinterested shareholders of the Company must be obtained for the
reduction in the exercise price per share of options previously granted to [nsiders.

12. Interpretation
12.01 The Plan will be construed according to the laws of the Province of British Columbia.
13.  Liability

13.01 No member of the Committee or any director, officer or employee of the Company will
be personally liable for any act taken or omitted in good faith in connection with the Plan.

14.  Hold Period

14.01 A four-month hold period on all stock options is imposed by the Exchange from the date
of grant.

14.02 No hold period will be imposed by the Exchange if the exercise price of the options is not
less than the Market Price (as defined in the policies of the Exchange).
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SHAREHOLDER RIGHTS PLAN AGREEMENT

THIS SHAREHOLDER RIGHTS PLAN AGREEMENT made as of December 4, 2003.

BETWEEN:
POLYMET MINING CORP., a corporation incorporated pursuant to the laws of British Columbia and having its registered office
at 1040-999 West Hastings Street, Vancouver, B.C. V6C 2W2
(the "*Corporation™)
OF THE FIRST PART
AND:
PACIFIC CORPORATE TRUST COMPANY, a trust company under the laws of British Columbia and having an office at 101"
Floor, 625 Howe Street, Vancouver, B.C., V6C 3B8
(the "Rights Agent")
OF THE SECOND PART
WHEREAS:
A The Board of Directors of the Corporation have determined that it is in the best interests of the Corporation to adopt a shareholder rights

plan to ensure, to the extent possible, that all shareholders of the Corporation are treated fairly in connection with any take-over bid for the
Corporation.

B. In order to implement the adoption of a shareholder rights plan as established by this Agreement the Board of Directors of the Corporation
has:

1) authorized the issuance, effective at 12:01 a.m. (Vancouver time) on the Effective Date, of one Right in respect of each Common
Share outstanding as of 12:01 a.m. (Vancouver time) on the Effective Date (the ""Record Time™); and

2) authorized the issue of one Right in respect of each Common Share issued after the Record Time and prior to the earlier of the
Separation Time and the Expiration Time.

C. Each Right entitles the holder thereof, after the Separation Time, to purchase securities of the Corporation pursuant to the terms and subject
to the conditions set forth in this Agreement.




D.

E.

11

The Corporation wishes to appoint the Rights Agent to act on behalf of the Corporation and the holders of Rights, and the Rights Agent is
willing to so act, in connection with the issuance, transfer, exchange and replacement of Rights Certificates, the exercise of Rights and other matters
referred to in this Agreement.

The Board of Directors of the Corporation proposes that this Agreement be in place for a period of ten years.

@)

NOW THEREFORE, in consideration of the premises and respective agreements set forth herein, the parties hereto agree as follows:

Definitions:

ARTICLE 1
INTERPRETATION

In this Agreement, the following words and terms will, unless the context otherwise requires, have the following meanings:

"Acquiring Person’ means any Person who is or becomes the Beneficial Owner of 20% or more of the outstanding Voting Shares,
provided that the term "Acquiring Person" will not include:

0]

(i)

the Corporation or any Subsidiary of the Corporation;

any Person who becomes the Beneficial Owner of 20% or more of the outstanding Voting Shares as a result of one
or any combination of:

(A) a Voting Share Reduction;

(B) Permitted Bid Acquisitions;

© an Exempt Acquisition; or

(D) a Pro Rata Acquisition,

provided that if a Person becomes the Beneficial Owner of 20% or more of the outstanding Voting Shares by
reason of one or any combination of a VVoting Share Reduction, Permitted Bid Acquisitions, an Exempt Acquisition
or a Pro Rata Acquisition and thereafter such Person becomes the Beneficial Owner of any additional Voting
Shares (other than pursuant to a VVoting Share Reduction, Permitted Bid Acquisitions, an Exempt Acquisition or a
Pro Rata Acquisition), then as of the date that such Person becomes the Beneficial Owner of such additional Voting
Shares, such Person will become an "Acquiring Person™;




(b)

©

(iii) for a period of ten days after the Disqualification Date (as defined below), any person who becomes the Beneficial
Owner of 20% or more of the outstanding Voting Shares as a result of such Person becoming disqualified from
relying on Section 1.1(f)(viii) solely because such Person or the Beneficial Owner of such Voting Shares has
participated in, proposes or intends to make or is participating in a Take-Over Bid or any plan or proposal relating
thereto or resulting therefrom, either alone or by acting jointly or in concert with any other Person. For the
purposes of this definition, "Disqualification Date" means the first date of public announcement of facts indicating
that any Person has participated in, has made, proposes or intends to make or is participating in a Take-Over Bid or
any plans or proposals relating thereto or resulting therefrom, including, without limitation, a report filed pursuant
to Section 111 of the Securities Act (British Columbia), Section 101 of the Securities Act (Ontario), or Section 176
of the Securities Act (Alberta);

(iv) an underwriter or member of a banking or selling group that becomes the Beneficial Owner of 20% or more of the
outstanding Voting Shares in connection with a bona fide distribution to the public of securities pursuant to an
underwriting agreement with the Corporation; or

v) a Grandfathered Person, provided that this exception will not be, and will cease to be, applicable to a Grandfathered
Person in the event that such Grandfathered Person, after the Record Time, becomes the Beneficial Owner of any
additional VVoting Shares that increases its Beneficial Ownership of VVoting Shares by more than 5% of the number
of Voting Shares outstanding from time to time, other than through a Voting Share Reduction, a Permitted Bid
Acquisition, an Exempt Acquisition, a Pro Rata Acquisition or through the exercise of existing rights to acquire
additional Voting Shares from the Corporation where such rights were owned by the Grandfathered Person at the
Record Time.

"Affiliate™ means, when used to indicate a relationship with a specified Person, a Person that, directly, or indirectly through one or
more intermediaries or otherwise, controls, or is controlled by, or is under common control with, such specified Person.

"Agreement” means this shareholder rights plan agreement dated as of December 4, 2003 between the Corporation and the Rights
Agent, as amended, modified or supplemented from time to time.




(d) "annual cash dividend" means cash dividends paid at regular intervals in any financial year of the Corporation to the extent that
such cash dividends do not exceed, in the aggregate, the greatest of:

0]

)

(iii)

200% of the aggregate amount of cash dividends declared payable by the Corporation on its Common Shares in its
immediately preceding financial year;

300% of the arithmetic average of the aggregate amount of cash dividends declared payable by the Corporation on
its Common Shares in its three immediately preceding financial years; and

100% of the aggregate consolidated net income of the Corporation, before extraordinary items, for its immediately
preceding financial year.

() ""Associate’ means, when used to indicate a relationship with a specified Person:

0]

)

(iii)

(iv)

a corporation of which that Person owns, at law or in equity, shares or securities currently convertible into shares
carrying more than 10% of the Voting Rights exercisable with respect to the election of directors under all
circumstances or by reason of the occurrence of an event that has occurred and is continuing, or a currently
exercisable option or right to purchase such shares or such convertible securities and with whom that Person is
acting jointly or in concert;

a partner of that Person acting on behalf of the partnership of which they are partners;

a trust or estate in which that Person has a beneficial interest and with whom that Person is acting jointly or in
concert or in which that Person has a beneficial interest of 50% or more or in respect of which that Person serves as
a trustee or in a similar capacity provided, however, that a Person shall not be an associate of a trust by reason only
of the fact that such Person serves as a trustee or any similar capacity in relation to such trust if such Person is duly
licensed to carry on the business of a trust company under the laws of Canada or any province thereof or if the
ordinary business of such Person includes the management of investment funds for unaffiliated investors and such
Person acts as trustee or in a similar capacity in relation to such trust in the ordinary course of such business; and

a spouse of that Person, any person of the same or opposite sex with whom that person is living in a conjugal
relationship outside marriage, a child of that Person or a relative of that Person if that relative has the same
residence as that Person.




(U] "Beneficial Owner'": a Person shall be deemed the "Beneficial Owner", and to have "Beneficial Ownership" of, and to "Beneficially

Oown'":

0]

(ih)

any securities as to which such Person or any of such Person's Affiliates is the direct or indirect owner at law or in
equity and for the purposes of this Clause 1.1(f)(i), but without limiting the generality of the foregoing, a Person
shall be deemed to be an owner at law or in equity of all securities:

QY

(B)

©)

©)

owned by a partnership of which the Person is a partner;

owned by a trust in which the Person has a beneficial interest and which is acting jointly or in concert with
that Person or in which the Person has a beneficial interest of 50% or more;

owned jointly or in common with others; and

of which the Person may be deemed to be the beneficial owner (whether or not of record) pursuant to the
provisions of the Company Act (British Columbia), or the Securities Act (British Columbia), the
Securities Act (Ontario), the Securities Act (Alberta), or pursuant to Rule 13d-3 or 13d-5 under the
Exchange Act of 1934 (or pursuant to any comparable or successor laws, regulations or rules enacted in
relation to the provisions of the Company Act (British Columbia), the Securities Act (British Columbia),
the Securities Act (Ontario), the Securities Act (Alberta) or pursuant to Rule 13d-3 or 13d-5 as in effect on
the date of this Agreement);

any securities as to which such Person or any of such Person's Affiliates or Associates has, directly or indirectly:

QY

the right to acquire (whether such right is exercisable immediately or after the lapse or passage of time and
whether or not on condition or the happening of any contingency or otherwise) pursuant to any agreement,
arrangement, pledge or understanding, whether or not in writing (other than (x) customary agreements
with and between underwriters and/or banking group members and/or selling group members with respect
to a bona fide public offering of securities; (y) pledges of securities in the ordinary course of business that
meet all the conditions specified in Rule 13d-3(d)(3) under the Exchange Act of 1934 (except for the
condition in Rule 13d-3(d)(3)(ii)); and (z) pledge agreements with a registered securities dealer relating to
the extension of credit for purchases of securities on margin in the ordinary course of the dealer's
business), or upon the exercise of any conversion right, exchange right, share purchase right (other than
the Rights), warrant or option, or otherwise; or




(B) the right to vote such securities (whether such right is exercisable immediately or after the lapse or
passage of time and whether or not on condition or the happening of any contingency or otherwise)
pursuant to any agreement, arrangement, pledge (other than (x) pledges of securities in the ordinary course
of business that meet all the conditions specified in Rule 13d-3(d)(3) under the Exchange Act of 1934
(except for the condition in Rule 13d-3(d)(3)(ii)); and (y) pledge agreements with a registered securities
dealer relating to the extension of credit for purchases of securities on margin in the ordinary course of the
dealer's business) or understanding (whether or not in writing) or otherwise;

(iii) any securities which are Beneficially Owned within the meaning of Clauses 1.1(f)(i) or (ii) by any other Person
with which such Person or any of such Person's Affiliates or Associates has any agreement, arrangement or
understanding, whether or not in writing (other than (x) customary agreements with and between underwriters
and/or banking group members and/or selling group members with respect to a bona fide public offering of
securities, (y) pledges of securities in the ordinary course of business that meet all the conditions specified in Rule
13d-3(d)(3) under the Exchange Act of 1934 (except for the condition in Rule 13d-3(d)(3)(ii)) and (z) pledge
agreements with a registered securities dealer relating to the extension of credit for purchases of securities on
margin in the ordinary course of the dealer's business) with respect to or for the purpose of acting jointly or in
concert in acquiring, holding, voting or disposing of any Voting Shares of any class; and

(iv) any securities which are directly or indirectly owned at law or in equity by an Associate of such Person;

provided, however, that a Person shall not be deemed the "Beneficial Owner" of, or to have "Beneficial Ownership" of, or to
"Beneficially Own", any security:

(v) where such security has been deposited or tendered pursuant to any Take-Over Bid made by such Person, made by
any of such Person's Affiliates or Associates or made by any other Person referred to in Clause 1.1(f)(iii), until
such deposited or tendered security has been taken up or paid for, whichever shall first occur;




(vi)

(vii)

(viii)

where such Person, any of such Person's Affiliates or Associates or any other Person referred to in Clause 1.1(f)
(iii), has or shares the power to vote or direct the voting of such security pursuant to a revocable proxy given in
response to a public proxy solicitation or where such Person has an agreement, arrangement or understanding with
respect to a shareholder proposal or proposals or a matter or matters to come before a meeting of shareholders,
including the election of directors;

where such Person, any of such Person's Affiliates or Associates or any other Person referred to in Clause 1.1(f)
(iii), has or shares the power to vote or direct the voting of such security in connection with or in order to
participate in a public proxy solicitation or where such Person has an agreement, arrangement or understanding
with respect to a shareholder proposal or proposals or a matter or matters to come before a meeting of shareholders,
including the election of directors;

where such Person, any of such Person's Affiliates or Associates or any other Person referred to in Clause 1.1(f)
(iii), holds or exercises voting or dispositive power over such security provided that:

A the ordinary business of any such Person (the "Investment Manager™) includes the management of
investment funds for others (which others, for greater certainty, may include or be limited to one or more
employee bhenefit plans or pension plans) and such voting or dispositive power over such security is held
by the Investment Manager in the ordinary course of such business in the performance of such Investment
Manager's duties for the account of another Person (a *'Client™");

B. such Person (the "Trust Company") is licensed to carry on the business of a trust company under the
laws of Canada or any province thereof and, as such, acts as trustee or administrator or in a similar
capacity in relation to the estates of deceased or incompetent Persons (each an ""Estate Account') or in
relation to other accounts (each an ""Other Account') and holds such voting or dispositive power over
such security in the ordinary course of such duties for the estate of any such deceased or incompetent
Person or for such other accounts;




(©)

(h)

0]

0)

(k)

C. such Person is established by statute for purposes that include, and a substantial portion of the ordinary
business or activity of such Person (the *'Statutory Body"") is, the management of investment funds for
employee benefit plans, pension plans, insurance plans or various public bodies; or

D. such Person (the ""Administrator') is the administrator or trustee of one or more pension funds or plans
registered under the laws of Canada or any Province thereof or the laws of the United States of America or
any State thereof;

provided, in any of the above cases, that the Investment Manager, the Trust Company, the Statutory Body or the
Administrator, as the case may be, is not then making or proposing to make a Take-Over Bid, other than an Offer
to Acquire Voting Shares or other securities by means of a distribution by the Corporation or by means of ordinary
market transactions (including prearranged trades) executed through the facilities of a stock exchange or organized
over-the-counter market, alone or by acting jointly or in concert with any other Person; or

(ix) where such Person is a Client of the same Investment Manager as another Person on whose account the Investment
Manager holds or exercises voting or dispositive power over such security, or by reason of such Person being an
Estate Account or an Other Account of the same Trust Company as another Person on whose account the Trust
Company holds or exercises voting or dispositive power over such security.

"Board of Directors' means the board of directors from time to time of the Corporation or any duly constituted and empowered
committee thereof.

"Business Day"'* means any day other than a Saturday, Sunday or a day on which banking institutions in Vancouver are authorized or
obligated by law to close.

"Canadian Dollar Equivalent' means, for any amount which is expressed in United States dollars on any date, the Canadian dollar
equivalent of such amount determined by reference to the U.S.-Canadian Exchange Rate on such date.

"Canadian-U.S. Exchange Rate" means, on any date, the inverse of the U.S.-Canadian Exchange Rate.

"close of business' means, on any given date, the time on such date (or, if such date is not a Business Day, the time on the next
succeeding Business Day) at which the principal transfer office in VVancouver, British Columbia of the transfer agent for the Common
Shares of the Corporation (or, after the Separation Time, the principal transfer office in Vancouver of the Rights Agent) closes to the
public.




0]

(m)

(n)

(0)

)

(@

®

®

"Common Shares' means the common shares without par value in the capital of the Corporation as presently constituted, as such
shares may be subdivided, consolidated, reclassified or otherwise changed from time to time.

"Company Act" means the Company Act (British Columbia) and the regulations thereunder, as now in effect or as the same may
from time to time be amended, re-enacted or replaced.

""Competing Permitted Bid" means a Take-Over Bid made while a Permitted Bid is in existence and that satisfies all of the
provisions of a Permitted Bid except that the condition set forth in Section 1.1(am)(ii) may provide that the Voting Shares that are the
subject of the Take-Over Bid may be taken up or paid for on a date which is not earlier than the later of 21 days after the date of the
Take-Over Bid or the earliest date on which Voting Shares may be taken up or paid for under any other Permitted Bid that is in
existence for the Voting Shares.

"controlled™: a corporation shall be deemed to be "controlled" by another Person or two or more Persons if:

0] securities entitled to vote in the election of directors carrying more than 50% of the votes for the election of
directors are held, directly or indirectly, by or for the benefit of the other Person or Persons; and

(i) the votes carried by such securities are entitled, if exercised, to elect a majority of the Board of Directors of such
corporation.

"Co-Rights Agents' means a Co-Rights Agent appointed pursuant to Subsection 4.1(a).

"Corporation' means Polymet Mining Corp.

"Disposition Date™ has the meaning ascribed thereto in Subsection 5.1(h).

"Dividend Reinvestment Acquisition™ shall mean an acquisition of VVoting Shares pursuant to a Dividend Reinvestment Plan.

"Dividend Reinvestment Plan™ means a regular dividend reinvestment or other plan of the Corporation made available by the
Corporation to holders of its securities where such plan permits the holder to direct that some or all of:

0] dividends paid in respect of Common Shares;

(i) proceeds of redemption of shares of the Corporation;




(u)

v)

(W)

)

)

@

(aq)

(ab)

(ac)

(ad)

(ae)

(af)

(iii) interest paid on evidence of indebtedness of the Corporation; or

(iv) optional cash payments;

be applied to the purchase from the Corporation of Common Shares.

""Effective Date' means December 4, 2003.

"Election to Exercise'" means an election to exercise Rights substantially in the form attached to the Rights Certificate.

"Exchange Act of 1934" means the Securities Exchange Act of 1934 (United States of America), as amended, and the rules and
regulations thereunder, as now in effect or as the same may from time to time be amended, re-enacted or repealed.

"Exempt Acquisition™ means a share acquisition in respect of which the Board of Directors has waived the application of Section
3.1 pursuant to the provisions of Sections 5.1(a) or (h).

"Exercise Price' means, as of any date, the price at which a holder of a Right may purchase the securities issuable upon exercise of
one whole Right which, until adjusted in accordance with the terms hereof, will be $50.

""Expansion Factor" shall have the meaning ascribed thereto in Section 2.3(a)(1).

"Expiration Time" means the close of business on that date which is the earlier of the date of termination of this Agreement
pursuant to Section 5.16 or, if this Agreement is confirmed pursuant to Section 5.16, the close of business on the tenth anniversary of
the Effective Date.

“Feasibility Study” has the meaning set out in Section 1.2 of National Instrument 43-101.

"Flip-in Event' means a transaction or event in or pursuant to which a Person becomes an Acquiring Person.

"Grandfathered Person' means a Person who is the Beneficial Owner of 20% or more of the outstanding Voting Shares of the
Corporation determined as at the Record Time.

"holder™ shall have the meaning ascribed thereto in Section 2.8.

"Independent Shareholders' means holders of outstanding Voting Shares, other than:

0] any Acquiring Person;

(i) any Offeror;

-10-




(ag)

(iii)

(iv)

v)

any Affiliate or Associate of any Acquiring Person or Offeror;

any Person acting jointly or in concert with any Acquiring Person or Offeror, or with any Affiliate or Associate of
any Acquiring Person or Offeror; and

any employee benefit plan, deferred profit-sharing plan, stock participation plan and any other similar plan or trust
for the benefit of employees of the Corporation unless the beneficiaries of the plan or trust direct the manner in
which the Voting Shares are to be voted or direct whether the VVoting Shares are to be tendered to a Take-Over Bid.

""Market Price™ per share of any securities on any date means the average daily Closing Price per Share of such securities on each
of the 20 consecutive Trading Days through and including the Trading Day immediately preceding such date provided, however, that
if an event of a type analogous to any of the events described in Section 2.3 hereof shall have caused the closing prices used to
determine the Market Price on any Trading Day not to be fully comparable with the closing price on such date (or, if such date is not
a Trading Day, on the immediately preceding Trading Day), each such closing price so used shall be appropriately adjusted in a
manner analogous to the applicable adjustment provided for in Section 2.3 hereof in order to make it fully comparable with the
closing price on such date or, if such date is not a Trading Day, on the immediately preceding Trading Day. The closing price per
share ("'Closing Price per Share™) of any securities on any date shall be:

0]

(ih)

(iii)

the closing board lot sale price or, in case no sale takes place on such date, the average of the closing bid and asked
prices per security, as reported by the principal Canadian stock exchange (as determined by the Board of Directors)
on which such securities are listed and posted for trading;

if for any reason none of such prices is available on such day or the securities are not listed or posted for trading on
a Canadian stock exchange, the last sale price or, in case no such sale takes place on such date, the average of the
closing bid and asked prices for each of such securities as reported by the principal United Stated securities
exchange (as determined by the Board of Directors) on which such securities are listed or remitted to trading;

if for any reason none of such prices is available on such date or the securities are not listed or remitted to trading
on a Canadian stock exchange or a United States securities exchange, the last sale price or, in case no sale takes
place on such date, the average of the high bid and low ask prices for each of such securities in the over the counter
market, as quoted by any reporting system then in use (as determined by the Board of Directors); or
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(ah)

(ai)

(@)

(iv) if for any reason none of such prices is available on such date or the securities are not listed or remitted to trading
on a Canadian stock exchange or a United States securities exchange or quoted by any such reporting system, the
average of the closing bid and ask prices as furnished by a professional marketmaker making a market in the
securities selected by the Board of Directors;

provided, however, that if for any reason none of such prices is available on such day, the Closing Price per Share of such securities
on such a date means the fair value per share of such securities on such date as determined by the Board of Directors, after
consultation with a nationally recognized investment dealer or investment banker with respect to the fair value per share of such
securities. The market price shall be expressed in Canadian dollars and, if initially determined in respect of any date following part of
the 20 consecutive trading day period in question in United States dollars, such amount shall be translated into Canadian dollars at
such date at the Canadian dollar equivalent thereof.

Notwithstanding the foregoing, where the Board of Directors is satisfied that the Market Price of securities as determined herein was
affected by an anticipated or actual Take-Over Bid or by improper manipulation, the Board of Directors may, acting in good faith,
determine the Market Price of securities, such determination to be based on a finding as to the price at which a holder of securities of
that class could reasonably have expected to dispose of his securities immediately prior to the relevant date excluding any change in
price reasonably attributable to the anticipated or actual Take-Over Bid or to the improper manipulation.

"Nominee" has the meaning ascribed thereto in Subsection 2.2(c).

“Northmet Property” means those patented mineral claims covering 4,162 acres in the Mesabi Range District, St. Louis County,
Minnesota leased by the Corporation, together with the associated improvements and other assets subject to the agreement between
the Corporation and Cleveland Cliffs Inc.

"Offer to Acquire™ includes:
0] an offer to purchase or a solicitation of an offer to sell VVoting Shares; and
(i) an acceptance of an offer to sell VVoting Shares, whether or not such offer to sell has been solicited;

or any combination thereof, and the Person accepting an offer to sell shall be deemed to be making an Offer to Acquire to the Person
that made the offer to sell.
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(ak) "Offeror' means a Person who has announced an intention to make, or who has made, a Take-Over Bid.

@@ ""Offeror's Securities” means the aggregate of all VVoting Shares Beneficially Owned by the Offeror on the date of an Offer to
Acquire.
(am)  "Permitted Bid" means a Take-Over Bid made by an Offeror by way of a takeover bid circular which also complies with the

following additional provisions:

0]

(D)

(iii)

(iv)

the Take-Over Bid is made for all outstanding Voting Shares and to all holders of Voting Shares as registered on
the books of the Corporation, other than the Offeror. The Take-Over Bid shall expressly state that Common Shares
issued on the exercise of share purchase warrants, options and other securities convertible into Common Shares
shall, subject to compliance with the procedures applicable generally to the tendering of VVoting Shares of the Take-
Over Bid, be eligible to be tendered under the Take-Over Bid;

the Take-Over Bid contains, and the take-up and payment for securities tendered or deposited is subject to, an
irrevocable and unqualified provision that no Voting Shares will be taken up or paid for pursuant to the Take-Over
Bid prior to the close of business on the Permitted Bid Expiry Date and only if at such date more than 50% of the
Voting Shares held by Independent Shareholders shall have been deposited or tendered pursuant to the Take-Over
Bid and not withdrawn;

the Take-Over Bid contains an irrevocable and unqualified provision that Voting Shares may be deposited pursuant
to such Take-Over Bid at any time during the period of time described in Section 1.1(am)(ii) and that any Voting
Shares deposited pursuant to the Take-Over Bid may be withdrawn until taken up and paid for; and

the Take-Over Bid contains an irrevocable and unqualified provision that in the event that the deposit condition set
forth in Section 1.1(am)(ii) is satisfied the Offeror will make a public announcement of that fact and the Take-Over
Bid will remain open for deposits and tenders of VVoting Shares for not less than ten Business Days from the date of
such public announcement.

(an) "Permitted Bid Acquisition' means an acquisition of Voting Shares made pursuant to a Permitted Bid or a Competing Permitted

Bid.

(a0) “Permitted Bid Expiry Date” means the earliest of the following dates:
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(ap)

(aq)

(an)

(as)

(at)

0] 75 days following the date of the Take-Over Bid, upon the earlier to occur of: (A) the completion of a Feasibility Study on
the Northmet Property and (B) five years from the Effective Date;

(i) 35 days following the date of the Take-Over Bid, upon the earlier to occur of (A) seven years from the Effective Date and
(B) the date on which the Corporation abandons or sells all of its interest in the Northmet Property.

"Person’ includes an individual, body corporate, partnership, syndicate or other form of unincorporated association, a government
and its agencies or instrumentalities, any entity or group (as such term is used in Rule 13d-5 under the Exchange Act of 1934 as in
effect on the date hereof) whether or not having legal personality and any of the foregoing acting in any derivative, representative or
fiduciary capacity.

"Pro-Rata Acquisition' means an acquisition by a Person of Voting Shares pursuant to:

(i) a Dividend Reinvestment Acquisition;

(i) a stock dividend, stock split or other event in respect of securities of the Corporation pursuant to which such Person
becomes a beneficial owner of Voting Shares on the same pro-rata basis as all other holders of securities;

(iii) the exercise by the Person of only those rights to purchase Voting Shares distributed to that Person in the course of
a distribution to all holders of securities of the Corporation pursuant to a bona fide rights offering or pursuant to a
prospectus; or

(iv) a distribution to the public of VVoting Shares, or securities convertible into or exchangeable for Voting Shares (and
the conversion or exchange of such convertible or exchangeable securities), made pursuant to a prospectus or by
way of a private placement, provided that the Person does not thereby acquire a greater percentage of such Voting
Shares, or securities convertible into or exchangeable for VVoting Shares, so offered than the Person's percentage of
Voting Shares beneficially owned immediately prior to such acquisition.

"Record Time' means 12:01 a.m. (Vancouver time) on December 4, 2003.

""Redemption Price' has the meaning ascribed thereto in Section 5.1(b).

"Right" means a right to purchase Common Shares on and subject to the terms and conditions of this Agreement.
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(au)

(av)

(aw)

(@)

(@)

(a2)

(ba)

"Rights Agent' means Pacific Corporate Trust Company and any successor rights agent hereunder.
"Rights Certificate means a certificate representing Rights in substantially the form of Schedule A attached hereto.

"Rights Register'" shall have the meaning ascribed thereto in Section 2.6(a).

0] “Securities Act (Alberta)” means the Securities Act, SA, 1981, ¢.S-61, as amended, and the regulations thereunder;

(i) "Securities Act (British Columbia)” means the Securities Act, RSBC 1996, c.418, as amended, and the Securities Rules
thereunder,

(iii) ""Securities Act (Ontario)' means the Securities Act, R.S.0. 1990, c.s.5, as amended, and the regulations thereunder; and

""Separation Time'" means the close of business on the tenth Business Day after the earlier of:

(i) the Share Acquisition Date; and

(i) the date of the commencement of or first public announcement of the intent of any Person (other than the
Corporation or any Subsidiary of the Corporation) to commence a Take-Over Bid (other than a Permitted Bid or a
Competing Permitted Bid), or such earlier or later time as may be determined by the Board of Directors, provided
that, if any Take-Over Bid referred to in this clause (ii) expires, is cancelled, terminated or otherwise withdrawn
prior to the Separation Time, such Take-Over Bid shall be deemed, for the purposes of this definition, never to
have been made.

""Share Acquisition Date" means the first date of a public announcement or disclosure (which, for purposes of this definition, shall
include, without limitation, a report filed pursuant to Section 101 of the Securities Act (Ontario), Section 111 of the Securities Act
(British Columbia), and Section 141 of the Securities Act (Alberta)) by the Corporation or an Acquiring Person that a Person has
become an Acquiring Person.

"Subsidiary'': a corporation shall be deemed to be a subsidiary of another corporation if:

0] it is controlled by:

(A) that other; or
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(bb)

(be)

(bd)

(be)

(bf)

(bg)

(B) that other and one or more corporations, each of which is controlled by that other; or

© two or more corporations, each of which is controlled by that other; or

(i) it is a Subsidiary of a corporation that is that other's Subsidiary.

"Take-Over Bid"™ means an Offer to Acquire Voting Shares, or securities convertible into Voting Shares if, assuming that the
Voting Shares or convertible securities subject to the Offer to Acquire are acquired and are Beneficially Owned at the date of such
Offer to Acquire by the Person making such Offer to Acquire, such Voting Shares (including Voting Shares that may be acquired
upon conversion of securities, convertible into Voting Shares) together with the Offeror's Securities, constitute in the aggregate 20%
or more of the outstanding Voting Shares at the date of the Offer to Acquire.

"Trading Day' means, when used with respect to any securities, a day on which the principal Canadian stock exchange on which
such securities are listed or posted for trading is open for the transaction of business or, if the securities are not listed or posted for
trading on any Canadian stock exchange, a Business Day.

""U.S.-Canadian Exchange Rate™ means, on any date:

0] if on such date the Bank of Canada sets an average noon spot rate of exchange for the conversion of one United
States dollar into Canadian dollars, such rate; and

(i) in any other case, the rate for such date for the conversion of one United States dollar into Canadian dollars
calculated in the manner determined by the Board of Directors from time to time.

"U.S. Dollar Equivalent™ means, for any amount which is expressed in Canadian dollars on any date, the United States dollar
equivalent of such amount determined by reference to the Canadian-U.S. Exchange Rate on such date.

""Voting Shares™ means the Common Shares and any other shares of the Corporation entitled to vote generally and at all times for
the election of directors of the Corporation.

"Voting Share Reduction™ means an acquisition or redemption by the Corporation of outstanding Voting Shares which, by
reducing the number of Voting Shares outstanding, increases the percentage of Voting Shares Beneficially Owned by a Person to
20% or more of the Voting Shares then outstanding.
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1.2 Currency:

All sums of money which are referred to in this Agreement are expressed in lawful money of Canada, unless otherwise specified.

1.3 Headings and References:

The headings of the articles, sections and subsections of this Agreement and the table of contents are inserted for convenience of
reference only and shall not affect the construction or interpretation of this Agreement. All references to articles, sections, subsections and paragraphs
are to articles, sections, subsections and paragraphs of this Agreement. The words "hereto", "herein", "hereof', "hereunder", “this Agreement”, "the
Rights Agreement” and similar expressions refer to this Agreement including the schedule attached hereto as a whole, as the same may be amended,

modified or supplemented at any time or from time to time.

1.4 Calculation of Number and Percentage of Beneficial Ownership of Outstanding Voting Shares:

For purposes of this Agreement, the percentage of Voting Shares of any class Beneficially Owned by any Person, will be and be
deemed to be the product (expressed as a percentage) determined by the formula:

100 x A/B
where:

A = the number of votes for the election of all directors generally attaching to the Voting Shares of the particular class
Beneficially Owned by such Person; and

B = the number of votes for the election of all directors generally attaching to all outstanding Voting Shares of the particular
class.

Where any Person is deemed to Beneficially Own unissued Voting Shares such Voting Shares will be deemed to be outstanding for
the purpose of calculating the percentage of VVoting Shares of the particular class Beneficially Owned by such Person.

15 Acting Jointly or in Concert:

For purposes of this Agreement, whether Persons are acting jointly or in concert is a question of fact in each circumstance, however,
a Person shall be deemed to be acting jointly or in concert with another Person if such Person would be deemed to be acting jointly or in concert with
such other Person for purposes of Section 91(1) of the Securities Act (Ontario), Section 96(1) of the Securities Act (British Columbia), and Section
131.1(1) of the Securities Act (Alberta) (other than by virtue of the inclusion of the word "associate” in Section 91(1) of the Securities Act (Ontario),
Section 96(1) of the Securities Act (British Columbia), and Section 131.1(1) of the Securities Act (Alberta) as it exists on the date hereof).
Notwithstanding the foregoing and for greater certainty, the phrase "acting jointly or in concert", wherever used in this Agreement, shall not include
conduct:
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@) unrelated to the Corporation; or

(b) pertaining to:

0] voting or directing the vote of securities of the Corporation pursuant to a revocable proxy given in response to a
public proxy solicitation;

(i) voting or directing the vote of securities of the Corporation in connection with or in order to participate in a public
proxy solicitation made or to be made;

(iii) having an agreement, arrangement or understanding with respect to a particular shareholder proposal or a particular
matter to come before a meeting of shareholders, including the election of directors.

1.6 Generally Accepted Accounting Principles:

Wherever in this Agreement reference is made to generally accepted accounting principles, such reference shall be deemed to be the
recommendations at the relevant time of the Canadian Institute of Chartered Accountants, or any successor institute, applicable on a consolidated basis
(unless otherwise specifically provided herein to be applicable on an unconsolidated basis) as of the date on which a calculation is made or required to
be made in accordance with generally accepted accounting principles. Where the character or amount of an asset or liability or item of revenue or
expense is required to be determined, or any consolidation or other accounting computation is required to be made for the purpose of this Agreement or
any document, such determination or calculation shall, to the extent applicable and except as otherwise specified herein or as otherwise agreed in
writing by the parties, be made in accordance with generally accepted accounting principles applied on a consistent basis.

ARTICLE 2
THE RIGHTS

2.1 Legend on Common Share Certificates:

Certificates representing Common Shares which are issued after the Record Time but prior to the earlier of the Separation Time and
the Expiration Time, will evidence one Right for each Common Share represented thereby and shall have impressed, printed or written thereon or
otherwise affixed thereto the following legend:

"Until the Separation Time (as such term is defined in the Shareholder Rights Agreement referred to below), this certificate also
evidences and entitles the holder hereof to certain rights as set forth in the shareholder rights agreement (the “"Shareholder Rights
Agreement") dated as of December 4, 2003 between Polymet Mining Corp. (the "Corporation") and Pacific Corporate Trust
Company, as Rights Agent, the terms of which are hereby incorporated herein by reference and a copy of which is on file and may be
inspected during normal business hours at the principal executive office of the Corporation. Under certain circumstances as set forth
in the Shareholder Rights Agreement, such Rights may be amended, redeemed or exchanged, may expire, may lapse, may become
void (if, in certain circumstances, they are "Beneficially Owned™" by a person who is or becomes an "Acquiring Person”, as such
terms are defined in the Shareholder Rights Agreement, or a transferee thereof) or may be evidenced by separate certificates and may
no longer be evidenced by this certificate. The Corporation will mail or arrange for the mailing of a copy of the Shareholder Rights
Agreement to the holder of this certificate without charge as soon as practicable after the receipt of a written request therefor."

-18-




Certificates representing Common Shares that are issued and outstanding at the Record Time will also evidence one Right for each
one Common Share evidenced thereby, notwithstanding the absence of the foregoing legend, until the close of business on the earlier of the Separation
Time and the Expiration Time.

2.2 Initial Exercise Price; Exercise of Rights; Detachment of Rights:

@) Exercise Terms: Subject to adjustment as herein set forth, each Right will entitle the holder thereof, from and after the Separation
Time and prior to the Expiration Time, to purchase one Common Share for the Exercise Price. Notwithstanding any other provision
of this Agreement, any Rights held by the Corporation or any of its Subsidiaries will be void.

(b) No Exercise Prior to Separation Time: Until the Separation Time:
(i) the Rights will not be exercisable and no Right may be exercised; and
(i) each Right shall be evidenced by the certificate for the associated Common Share registered in the name of the

holder thereof (which certificate shall also be deemed to represent a Rights Certificate) and shall be transferable
only together with, and shall be transferred by a transfer of, such associated Common Share.

(c) Exercise After Separation Time: From and after the Separation Time and prior to the Expiration Time:
0] the Rights are exercisable; and
(i) the registration and transfer of Rights will be separate from and independent of Common Shares.
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(d)

Promptly following the Separation Time, the Corporation will prepare and the Rights Agent will mail to each holder of record of
Common Shares as of the Separation Time (other than an Acquiring Person and, in respect of any Rights Beneficially Owned by such
Acquiring Person which are not held of record by such Acquiring Person, the holder of such Rights (a ""Nominee™)), at such holder's
address as shown by the records of the Corporation (the Corporation hereby agreeing to furnish copies of such records to the Rights
Agent for this purpose):

(iii)

(iv)

a Rights Certificate appropriately completed, representing the number of Rights held by such holder at the
Separation Time and having such marks of identification or designation and such legends, summaries or
endorsements printed thereon as the Corporation may deem appropriate and as are not inconsistent with the
provisions of this Agreement, or as may be required to comply with any law, rule or regulation or with any rule or
regulation of any self-regulatory organization, stock exchange or "system" on which the Rights may from time to
time be listed or traded, or to conform to usage; and

a disclosure statement describing the Rights;

provided that a Nominee shall be sent the materials provided for in (iii) and (iv) in respect of all Common Shares of the Corporation
held of record by it which are not Beneficially Owned by an Acquiring Person.

Manner of Exercise: Rights may be exercised, in whole or in part, on any Business Day after the Separation Time and prior to the
Expiration Time by submitting to the Rights Agent:

0

(i)

(iii)

the Rights Certificate evidencing such Right;

an election to exercise such Rights (an "'Election to Exercise') substantially in the form attached to the Rights
Certificate appropriately completed and executed by the holder or his executors or administrators or other personal
representatives or his or their legal attorney duly appointed by instrument in writing in form and executed in a
manner satisfactory to the Rights Agent; and

payment by certified cheque, banker's draft or money order payable to the order of the Corporation, in a sum equal
to the Exercise Price multiplied by the number of Rights being exercised and a sum sufficient to cover any transfer
tax or charge which may be payable in respect of any transfer involved and the transfer or delivery of Rights
Certificates or the issuance or delivery of certificates of Common Shares in a name other than that of the holder of
the Rights being exercised.
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)

®

©)

Issue of Common Shares: Upon receipt of a Rights Certificate, together with a completed Election to Exercise executed in

accordance with Subsection 2.2(d)(ii) which does not indicate that such Right is null and void as provided by Subsection 3.1(b), and
payment as set forth in Section 2.2(d)(iii), the Rights Agent (unless otherwise instructed by the Corporation in the event that the
Corporation is of the opinion that the Rights cannot be exercised in accordance with this Agreement) will thereupon promptly:

0]

(i)

(iii)

(iv)

requisition from the transfer agent certificates representing the number of Common Shares to be purchased (the
Corporation hereby irrevocably authorizing its transfer agent to comply with all such requisitions);

when appropriate, requisition from the Corporation the amount of cash to be paid in lieu of issuing fractional
Common Shares;

after receipt of the certificates referred to in Section 2.2(e)(i), deliver the same to or upon the order of the registered
holder of such Rights Certificates, registered in such name or names as may be designated by such holder; and

when appropriate, after receipt, deliver the cash referred to in clause 2.2(e)(ii) to or to the order of the registered
holder of such Rights Certificate.

Partial Exercise: In case the holder of any Rights shall exercise less than all of the Rights evidenced by the Rights Certificate of such

holder, a new Rights Certificate evidencing the Rights remaining unexercised (subject to the provisions of Subsection 5.5(a)) will be
issued by the Rights Agent to such holder or to such holder's authorized assigns.

Covenants: The Corporation covenants and agrees to:

0]

(ih)

take all such action as may be necessary on its part and within its powers to ensure that all Common Shares
delivered upon exercise of Rights shall, at the time of delivery of the certificates evidencing such Common Shares
(subject to payment of the Exercise Price), be validly authorized, executed, issued and delivered and be fully paid
and non-assessable;

take all such action as may be necessary and within its power to comply with any applicable requirements of the
Company Act, the Securities Act (Ontario), the Securities Act (British Columbia), and the Securities Act (Alberta),
and the securities laws or comparable legislation of each of the other provinces and territories of Canada, and any
other applicable law, rule or regulation thereof, in connection with the issue and delivery of the Rights Certificates
and the issuance of the Common Shares upon exercise of Rights;
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(h)

(iii)

(iv)

v)

(vi)

use reasonable efforts to cause all Common Shares issued upon exercise of Rights to be listed upon the stock
exchanges upon which the Common Shares were traded immediately prior to the Share Acquisition Date;

cause to be reserved and kept available out of the authorized and unissued Common Shares, the number of
Common Shares that, as provided in this Agreement, will from time to time be sufficient to permit the exercise in
full of all outstanding Rights;

pay when due and payable, if applicable, any and all federal, provincial and municipal transfer taxes and charges
(not including any income or capital taxes of the holder or exercising holder or any liability of the Corporation to
withhold tax) which may be payable in respect of the original issuance or delivery of the Rights Certificates, or
certificates for the Common Shares to be issued upon exercise of any Rights, provided that the Corporation shall
not be required to pay any transfer tax or charge which may be payable in respect of any transfer involved in the
transfer or delivery of Rights Certificates or the issuance or delivery of certificates for Common Shares in a hame
other than that of the holder of the Rights being transferred or exercised; and

after the Separation Time, except as permitted by Section 5.1, not take (or permit any subsidiary to take) any action
if at the time such action is taken it is reasonably foreseeable that such action will diminish substantially or
otherwise eliminate the benefits intended to be afforded by the Rights.

Authorized Capital: If the number of Common Shares which are not issued or reserved for issue is insufficient to permit the exercise
in full of the Rights in accordance with this Section 2.2, then each Right, when such Right is aggregated with a sufficient number of
Rights to acquire a whole number of Common Shares, will entitle the holder thereof, after the Separation Time, to purchase that
number of Common Shares at the Exercise Price per Common Share equal to the quotient determined by dividing the difference
between the number of authorized Common Shares and the number of Common Shares then issued or allotted or reserved for
issuance by the Corporation, by the number of Rights then outstanding.
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2.3 Adjustments to Exercise Price; Number of Rights:

The Exercise Price, the number and kind of securities subject to purchase upon exercise of each Right and the number of Rights
outstanding are subject to adjustment from time to time as provided in this Section 2.3.

(a) Share Reorganization: If the Corporation shall at any time after the date of this Agreement:

0] declare or pay a dividend on Common Shares payable in Common Shares (or other securities exchangeable for or
convertible into or giving a right to acquire Common Shares or other securities of the Corporation) other than
pursuant to any optional stock dividend program;

(i) subdivide or change the then outstanding Common Shares into a greater number of Common Shares;

(iii) consolidate or change the then outstanding Common Shares into a smaller number of Common Shares; or

(iv) issue any Common Shares for other securities exchangeable for or convertible into or giving a right to acquire
Common Shares or other securities of the Corporation or in respect of, in lieu of or in exchange for existing
Common Shares, except as otherwise provided in this Section 2.3,

the Exercise Price and the number of Rights outstanding, or, if the payment or effective date therefor shall occur after the Separation
Time, the securities purchasable upon exercise of Rights shall be adjusted as of the payment or effective date in the manner set forth
below.

If the Exercise Price and number of Rights outstanding are to be adjusted:

1) the Exercise Price in effect after such adjustment will be equal to the Exercise Price in effect immediately prior to such
adjustment divided by the number of Common Shares (or other capital stock) (the ""Expansion Factor') that a holder of
one Common Share immediately prior to such dividend, subdivision, change, consolidation or issuance would hold
thereafter as a result thereof; and

(2) each Right held prior to such adjustment will become that number of Rights as results from the application of the Expansion
Factor,

and the adjusted number of Rights will be deemed to be distributed among the Common Shares with respect to which the original
Rights were associated (if they remain outstanding) and the shares issued in respect of such dividend, subdivision, change,
consolidation or issuance, so that each such Common Share (or other capital stock) will have exactly one Right associated with it in
effect following the payment or effective date of the event referred to in Clause 2.3(a)(i), (ii), (iii) or (iv), as the case may be.
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(b)

For greater certainty, if the securities purchasable upon exercise of Rights are to be adjusted, the securities purchasable upon exercise
of each Right after such adjustment will be the securities that a holder of the securities purchasable upon exercise of one Right
immediately prior to such dividend, subdivision, change, consolidation or issuance would hold thereafter as a result of such dividend,
subdivision, change, consolidation or issuance.

If, after the Record Time and prior to the Expiration Time, the Corporation shall issue any shares of capital stock other than Common
Shares in a transaction of a type described in Clause 2.3(a)(i) or (iv), shares of such capital stock shall be treated herein as nearly
equivalent to Common Shares as may be practicable and appropriate under the circumstances and the Corporation and the Rights
Agent agree to amend this Agreement in order to effect such treatment.

In the event the Corporation shall at any time after the Record Time and prior to the Separation Time issue any Common Shares
otherwise than in a transaction referred to in this Subsection 2.3(a), each such Common Share so issued shall automatically have one
new Right associated with it, which Right shall be evidenced by the certificate representing such associated Common Share.

Rights Offering: If the Corporation shall at any time after the Record Time and prior to the Separation Time fix a record date for the
issuance of rights, options or warrants to all holders of Common Shares entitling them (for a period expiring within 21 calendar days
after such record date) to subscribe for or purchase Common Shares (or securities convertible into or exchangeable for or carrying a
right to purchase Common Shares) at a price per Common Share (or, if a security convertible into or exchangeable for or carrying a
right to purchase or subscribe for Common Shares, having a conversion, exchange or exercise price, including the price required to
be paid to purchase such convertible or exchangeable security or right per share) less than the Market Price per Common Share on
such record date, the Exercise Price to be in effect after such record date shall be determined by multiplying the Exercise Price in
effect immediately prior to such record date by a fraction:

0] the numerator of which shall be the number of Common Shares outstanding on such record date, plus the number
of Common Shares that the aggregate offering price of the total number of Common Shares so to be offered (and/or
the aggregate initial conversion, exchange or exercise price of the convertible or exchangeable securities or rights
so to be offered, including the price required to be paid to purchase such convertible or exchangeable securities or
rights) would purchase at such Market Price per Common Share; and
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©

(i) the denominator of which shall be the number of Common Shares outstanding on such record date, plus the number
of additional Common Shares to be offered for subscription or purchase (or into which the convertible or
exchangeable securities or rights so to be offered are initially convertible, exchangeable or exercisable).

In case such subscription price may be paid by delivery of consideration, part or all of which may be in a form other than cash, the
value of such consideration shall be as determined in good faith by the Board of Directors, whose determination shall be described in
a statement filed with the Rights Agent and shall be binding on the Rights Agent and the holders of Rights. Such adjustment shall be
made successively whenever such a record date is fixed, and in the event that such rights, options or warrants are not so issued, or if
issued, are not exercised prior to the expiration thereof, the Exercise Price shall be readjusted to the Exercise Price which would then
be in effect if such record date had not been fixed, or to the Exercise Price which would be in effect based upon the number of
Common Shares (or securities convertible into, or exchangeable or exercisable for Common Shares) actually issued upon the exercise
of such rights, options or warrants, as the case may be.

For purposes of this Agreement, the granting of the right to purchase Common Shares (whether from treasury or otherwise) pursuant
to the Dividend Reinvestment Plan or any employee benefit stock option or similar plans shall be deemed not to constitute an issue of
rights, options or warrants by the Corporation; provided, however, that, in all such cases, the right to purchase Common Shares is at a
price per share of not less than 95% of the current market price per share (determined as provided in such plans) of the Common
Shares.

Special Distribution: If the Corporation shall at any time after the Record Time and prior to the Separation Time fix a record date for
the making of a distribution to all holders of Common Shares (including any such distribution made in connection with a merger or
amalgamation) of evidences of indebtedness, cash (other than an annual cash dividend or a dividend paid in Common Shares, but
including any dividend payable in securities other than Common Shares), assets or rights, options or warrants (excluding those
referred to in Subsection 2.3(b)), the Exercise Price to be in effect after such record date shall be determined by multiplying the
Exercise Price in effect immediately prior to such record date by a fraction:

(i) the numerator of which shall be the Market Price per Common Share on such record date, less the fair market value
(as determined in good faith by the Board of Directors, whose determination shall be described in a statement filed
with the Rights Agent and shall be binding on the Rights Agent and the holders of Rights), on a per share basis, of
the portion of the cash, assets, evidences of indebtedness, rights, options or warrants so to be distributed; and
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(i) the denominator of which shall be such Market Price per Common Share.

Such adjustments shall be made successively whenever such a record date is fixed, and in the event that such a distribution is not so
made, the Exercise Price shall be adjusted to be the Exercise Price which would have been in effect if such record date had not been
fixed.

Minimum Adjustments: Notwithstanding anything herein to the contrary, no adjustment in the Exercise Price shall be required unless

such adjustment would require an increase or decrease of at least one per cent in the Exercise Price; provided, however, that any
adjustments which by reason of this Subsection 2.3(d) are not required to be made shall be carried forward and taken into account in
many subsequent adjustment. All calculations under Section 2.3 shall be made to the nearest cent or to the nearest tenthousandth of a
share. Notwithstanding the first sentence of this Subsection 2.3(d), any adjustment required by Section 2.3 shall be made no later than
the earlier of:

0] three years from the date of the transaction which gives rise to such adjustment; or

(i) the Expiration Date.

Discretionary Adjustment: If the Corporation shall at any time after the Record Time and prior to the Separation Time issue any
shares of capital stock (other than Common Shares), or rights, options or warrants to subscribe for or purchase any such capital stock,
or securities convertible into or exchangeable for any such capital stock, in a transaction referred to in Clause 2.3(a)(i) or (iv), if the
Board of Directors acting in good faith determines that the adjustments contemplated by Subsections 2.3(a), (b) and (c) in connection
with such transaction will not appropriately protect the interests of the holders of Rights, the Board of Directors may determine what
other adjustments to the Exercise Price, number of Rights and/or securities purchasable upon exercise of Rights would be appropriate
and, notwithstanding Subsections 2.3(a), (b)and (c), such adjustments, rather than the adjustments contemplated by Subsections 2.3
(@), (b)and (c), shall be made. The Corporation and the Rights Agent shall have authority without the approval of the holders of the
Common Shares or the holders of Rights to amend this Agreement as appropriate to provide for such adjustments.

Benefit of Adjustments: Each Right originally issued by the Corporation subsequent to any adjustment made to the Exercise Price
hereunder shall evidence the right to purchase, at the adjusted Exercise Price, the number of Common Shares purchasable from time
to time hereunder upon exercise of a Right immediately prior to such issue, all subject to further adjustment as provided herein.
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No Change of Certificates: Irrespective of any adjustment or change in the Exercise Price or the number of Common Shares issuable
upon the exercise of the Rights, the Rights Certificates theretofore and thereafter issued may continue to express the Exercise Price
per Common Share and the number of Common Shares which were expressed in the initial Rights Certificates issued hereunder.

Timing of Issuance: In any case in which this Section 2.3 shall require that an adjustment in the Exercise Price be made effective as
of a record date for a specified event, the Corporation may elect to defer until the occurrence of such event the issuance to the holder
of any Right exercised after such record date the number of Common Shares and other securities of the Corporation, if any, issuable
upon such exercise over and above the number of Common Shares and other securities of the Corporation, if any, issuable upon such
exercise on the basis of the Exercise Price in effect prior to such adjustment;

Adjustments Regarding Tax: Notwithstanding anything contained in this Section 2.3 to the contrary, the Corporation shall be entitled
to make such reductions in the Exercise Price, in addition to those adjustments expressly required by this Section 2.3, as and to the
extent that in their good faith judgment the Board of Directors shall determine to be advisable, in order that any:

0] consolidation or subdivision of Common Shares;

(i) issuance (wholly or in part for cash) of Common Shares or securities that by their terms are convertible into or
exchangeable for Common Shares;

(iii) stock dividends; or
(iv) issuance of rights, options or warrants referred to in this Section 2.3,

hereafter made by the Corporation to holders of its Common Shares, shall not be taxable to such shareholders.

Date on Which Exercise is Effective:

Each Person in whose name any certificate for Common Shares or other securities, if applicable, is issued upon the exercise of Rights

shall for all purposes be deemed to have become the holder of record of the Common Shares or other securities, if applicable, represented thereon, and
such certificate shall be dated the date upon which the Rights Certificate evidencing such Rights was duly surrendered in accordance with Subsection
2.2(d) (together with a duly completed Election to Exercise) and payment of the Exercise Price for such Rights (and any applicable transfer taxes and
other governmental charges payable by the exercising holder hereunder) was made; provided, however, that if the date of such surrender and payment
is a date upon which the transfer books of the Common Shares of the Corporation are closed, such Person shall be deemed to have become the holder
of record of such Common Shares on, and such certificate shall be dated, the next succeeding Business Day on which the transfer books of the
Common Shares are open.
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Execution, Authentication, Delivery and Dating of Rights Certificates:

Execution: The Rights Certificates shall be executed on behalf of the Corporation, under its corporate seal reproduced thereon, by
any one of its Chairman, President, Chief Executive Officer or a Vice-President or Secretary. The signature of any of these officers
on the Rights Certificates may be manual or facsimile.

Valid Signatures: Rights Certificates bearing the manual or facsimile signatures of individuals who were at any time the proper
officers of the Corporation shall bind the Corporation, notwithstanding that such individuals or any of them have ceased to hold such
offices prior to the countersignature and delivery of such Rights Certificates.

Delivery: Promptly after the Corporation learns of the Separation Time, the Corporation shall notify the Rights Agent of such
Separation Time and shall deliver Rights Certificates executed by the Corporation to the Rights Agent for countersignature, and the
Rights Agent shall countersign (manually or by facsimile signature in a manner satisfactory to the Corporation) and send such Rights
Certificates to the holders of the Rights pursuant to Subsection 2.2(c) hereof. No Rights Certificate shall be valid for any purpose
until countersigned by the Rights Agent in the manner described above.

Date: Each Rights Certificate shall be dated the date of countersignature thereof.

Registration, Transfer and Exchange:

Maintaining of Register: The Corporation shall cause to be kept a register (the "Rights Register") in which, subject to such
reasonable regulations as it may prescribe, the Corporation shall provide for the registration and transfer of Rights. The Rights Agent
is hereby appointed registrar for the Rights ("Rights Registrar”) for the purpose of maintaining the Rights Register for the
Corporation and registering Rights and transfers of Rights as herein provided and the Rights Agent hereby accepts such appointment.
If the Rights Agent shall cease to be the Rights Registrar, the Rights Agent shall have the right to examine such register at all
reasonable times. After the Separation Time and prior to the Expiration Time, upon surrender for registration of transfer or exchange
of any Rights Certificate, and subject to the provisions of Subsection 2.6(c) below, the Corporation shall execute, and the Rights
Agent shall countersign and deliver, in the name of the holder or the designated transferee or transferees, as required pursuant to the
holder's instructions, one or more new Rights Certificates evidencing the same aggregate number of Rights as did the Rights
Certificate so surrendered.
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Effect of Transfer or Exchange: All Rights issued upon any registration of a transfer or exchange of Rights Certificates shall be valid
obligations of the Corporation, and such Rights shall be entitled to the same benefits under this Agreement as the Rights surrendered
upon such registration of transfer or exchange.

Transfer or Exchange of Rights: Every Rights Certificate surrendered for registration of transfer or exchange shall have the form of
assignment thereon completed and executed, or be accompanied by a written instrument of transfer in form satisfactory to the
Corporation or the Rights Agent, as the case may be, executed by the holder thereof or the attorney of such holder duly authorized in
writing. As a condition to the issue of any new Rights Certificate under this Section 2.6, the Corporation may require the payment of
an amount sufficient to cover any tax or other governmental charge that may be imposed in relation thereto and other expenses,
including the reasonable fees and expenses of its Rights Agent, connected therewith.

No Transfer or Exchange After Termination: The Corporation shall not be required to register the transfer or exchange of any Rights
after the Rights have been terminated under Section 5.1(e) hereof.

Mutilated, Destroyed, Lost and Stolen Rights Certificates:

Mutilation: If there shall be delivered to the Corporation and the Rights Agent prior to the Expiration Time, evidence to their
satisfaction of the mutilation or defacing of any Rights Certificate, the Corporation shall execute and the Rights Agent shall
countersign and deliver a new Rights Certificate upon surrender and cancellation of the mutilated or defaced Rights Certificate.

Destruction, Loss: If there shall be delivered to the Corporation and the Rights Agent prior to the Expiration Time:

(i) evidence to their satisfaction of the destruction, loss or theft of any Rights Certificate; and

(i) such security or indemnity as may be required by them to save each of them and their respective agents harmless,
then, in the absence of notice to the Corporation or the Rights Agent that such Rights Certificate has been acquired
by a bona fide purchaser, the Corporation shall execute and the Rights Agent shall countersign and deliver, in lieu
of any such destroyed, lost or stolen Rights Certificate, a new Rights Certificate evidencing the same number of
Rights as did the Rights Certificate so destroyed, lost or stolen.

Taxes: As a condition to the issue of any new Rights Certificate under this Section 2.7, the Corporation may require the payment of
an amount sufficient to cover any tax or other governmental charge that may be imposed in relation thereto and any other expenses,
including the reasonable fees and expenses of the Rights Agent, connected therewith.
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(d) Original Obligation: Every new Rights Certificate issued pursuant to this Section 2.7 in lieu of any mutilated, destroyed, lost or
stolen Rights Certificate shall evidence an original additional contractual obligation of the Corporation, whether or not the mutilated,
destroyed, lost or stolen Rights Certificate shall be at any time enforceable by anyone, and shall be entitled to all the benefits of this
Agreement equally and proportionately with any and all other Rights issued hereunder.

2.8 Persons Deemed Owners:

The Corporation, the Rights Agent and any agent of the Corporation or the Rights Agent may deem and treat the person in whose
name such Rights Certificate (or, prior to the Separation Time, the associated Common Share certificate) is registered as the absolute owner thereof
and of the Rights evidenced thereby for all purposes whatsoever. As used in this Agreement, unless the context otherwise requires, the term "holder" of
any Right shall mean the registered holder of such Right (or, prior to the Separation Time of the associated Common Share).

2.9 Delivery and Cancellation of Certificates:

All Rights Certificates surrendered upon exercise or for redemption, registration of transfer or exchange shall, if surrendered to any
person other than the Rights Agent, be delivered to the Rights Agent and, in any case, shall be promptly cancelled by the Rights Agent. The
Corporation may at any time deliver to the Rights Agent for cancellation any Rights Certificates previously countersigned and delivered hereunder
which the Corporation may have acquired in any manner whatsoever, and all Rights Certificates so delivered shall be promptly cancelled by the Rights
Agent. No Rights Certificates shall be countersigned in lieu of or in exchange for any Rights Certificates cancelled as provided in this Section 2.9,
except as expressly permitted by this Agreement. The Rights Agent shall destroy all cancelled Rights Certificates and deliver a certificate of
destruction to the Corporation.

2.10 Agreement of Rights Holders:

Every holder of Rights by accepting the same consents and agrees with the Corporation and the Rights Agent and with every other
holder of Rights that:

@) such holder is bound by and subject to the provisions of this Agreement, as amended from time to time in accordance with the terms
hereof, in respect of all Rights held;

(b) prior to the Separation Time, each Right shall be transferable only together with, and shall be transferred by a transfer of, the
associated Common Share certificate representing such Right;

(c) after the Separation Time, the Rights Certificates shall be transferable only on the Rights Register as provided herein;
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prior to due presentment of a Rights Certificate (or, prior to the Separation Time, the certificate evidencing the associated Common
Shares certificate) for registration of transfer, the Corporation, the Rights Agent and any agent of the Corporation or the Rights Agent
may deem and treat the Person in whose name the Rights Certificate (or, prior to the Separation Time, the certificate evidencing the
associated Common Shares certificate) is registered as the absolute owner thereof and of the Rights evidenced thereby
(notwithstanding any notations of ownership or writing on such Rights Certificate or the certificate evidencing the associated
Common Shares made by anyone other than the Corporation or the Rights Agent) for all purposes whatsoever, and neither the
Corporation nor the Rights Agent shall be affected by any notice to the contrary;

such holder has waived all rights to receive any fractional Right or any fractional Common Share or other securities upon exercise of
a Right (except as provided herein); and

that, subject to the provisions of Section 5.4, without the approval of any holder of Rights or Voting Shares and upon the sole
authority of the Board of Directors, acting in good faith, this Agreement may be supplemented or amended from time to time to cure
any ambiguity or to correct or supplement any provision contained herein which may be inconsistent with the intent of this
Agreement or is otherwise defective, as provided herein.

Rights Certificate Holder Not Deemed a Shareholder:

No holder, as such, of any Rights or Rights Certificate shall be entitled to vote, receive dividends or be deemed for any purpose

whatsoever the holder of any Common Share or any other share or security of the Corporation which may at any time be issuable on the exercise of the
Rights represented thereby, nor shall anything contained herein or in any Rights Certificate be construed or deemed or confer upon the holder of any
Right or Rights Certificate, as such, any right, title, benefit or privilege of a holder of Common Shares or any other shares or securities of the
Corporation or any right to vote at any meeting of shareholders of the Corporation whether for the election of directors or otherwise or upon any matter
submitted to the holders of Common Shares or any other shares of the Corporation at any meeting thereof, or to give or withhold consent to any action
of the Corporation, or to receive notice of any meeting or other action affecting any holder of Common Shares or any other shares of the Corporation
except as expressly provided herein, or to receive dividends, distributions or subscription rights, or otherwise, until the Rights or Rights evidenced by
the Rights Certificates shall have been duly exercised in accordance with the terms and the provisions hereof.
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ARTICLE 3
ADJUSTMENTS TO THE RIGHTS

Flip-in Event:

Flip-In: Subject to the provisions of Sections 3.1(b), 3.2 and Section 5.1, if prior to the Expiration Time a Flip-in Event shall occur,
each Right shall constitute, effective at the close of business on the tenth Trading Day after the Share Acquisition Date, the right to
purchase from the Corporation, upon exercise thereof in accordance with the terms hereof, that number of Common Shares as have
an aggregate Market Price on the date of consummation or occurrence of such Flip-in Event equal to twice the Exercise Price for an
amount in cash equal to the Exercise Price (such right to be appropriately adjusted in a manner analogous to the applicable
adjustment provided for in Section 2.3 hereof in the event that, after such date of consummation or occurrence, an event of a type
analogous to any of the events described in Section 2.3 hereof shall have occurred).

Certain Rights Void: Notwithstanding anything in this Agreement to the contrary, upon the occurrence of any Flip-in Event, any
Rights that are or were Beneficially Owned on or after the earlier of the Separation Time and the Share Acquisition Date by:

0] an Acquiring Person (or any Affiliate or Associate of an Acquiring Person or any Person acting jointly or in
concert with an Acquiring Person or any Affiliate or Associate of an Acquiring Person); or

(i) a transferee of Rights, directly or indirectly, of an Acquiring Person (or any Affiliate or Associate of an Acquiring
Person or any Person acting jointly or in concert with an Acquiring Person or an Affiliate or Associate of an
Acquiring Person), where such transferee becomes a transferee concurrently with or subsequent to the Acquiring
Person becoming such in a transfer that the Board of Directors has determined is part of a plan, arrangement or
scheme of an Acquiring Person (or any affiliate or associate of an Acquiring Person or any person acting jointly or
in concert with an Acquiring Person or any affiliate or associate of an Acquiring Person), that has the purpose or
effect of avoiding Section 3.1(b)(i),

shall become null and void without any further action and any holder of such Rights, including transferees, shall thereafter have no
right to exercise such Rights under any provision of this Agreement and further shall thereafter not have any other rights whatsoever
with respect to such Rights, whether under any provision of this Agreement or otherwise.

Compliance with Laws: From and after the Separation Time, the Corporation shall do all acts and things as shall be necessary and
within its power to ensure compliance with the provisions of this Section 3.1, including without limitation, all such acts and things
that may be required to satisfy the requirements of the Securities Act (British Columbia) and the securities laws or comparable
legislation of each of the Provinces of Canada in respect of the issue of Common Shares on the exercise of Rights in accordance with
this Agreement.
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Legend: Any Rights Certificate that represents Rights Beneficially Owned by a Person described in either Section 3.1(b)(i) or (ii) or
transferred to any Nominee of any such Person, and any Rights Certificate issued upon the transfer, exchange or replacement of any
other Rights Certificate referred to in this sentence shall contain and be deemed to contain the following legend:

"The Rights represented by this Rights Certificate were issued to a Person who was an Acquiring Person or an Affiliate or
an Associate of an Acquiring Person (as such terms are defined in the Shareholder Rights Agreement) or a Person who was
acting jointly or in concert with an Acquiring Person or an Affiliate or Associate of an Acquiring Person. This Rights
Certificate and the Rights represented hereby shall become void in the circumstances specified in Subsection 3.1(b) of the
Shareholder Rights Agreement."

provided, however, that the Rights Agent shall not be under any responsibility to ascertain the existence of facts that would require
the imposition of such legend but shall be required to impose such legend only if instructed to do so by the Corporation or if a holder
fails to certify upon transfer or exchange in the space provided on the Rights Certificate that such holder is not a Person described in
such legend.

Exchange Option:

Optional Exchange: In the event that the Board of Directors acting in good faith shall determine that conditions exist which would
eliminate or otherwise materially diminish in any respect the benefits intended to be afforded to the holders of Rights pursuant to this
Agreement, the Board of Directors may at its option and without seeking the approval of holders of Common Shares or Rights at any
time after a Flip-in Event has occurred, authorize the Corporation to issue and deliver in respect of each Right which is not void
pursuant to Section 3.1(b) either:

0] in return for the Exercise Price and Right, cash, debt, equity or other securities or other property or assets (or a
combination thereof) having a value equal to twice the Exercise Price; or

(i) in return for the Right and without further charge, subject to any amounts that may be required to be paid under
applicable law, cash, debt, equity or other securities or other property or assets (or a combination thereof), having a
value equal to the Exercise Price;
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in full and final settlement of all rights attaching to the Rights; provided that the value of any such debt, equity or other securities or
other property or assets shall be determined by the Board of Directors who may rely for that purpose on the advice of a nationally
recognized Canadian firm of investment dealers or investment bankers selected by the Board of Directors. To the extent that the
Board of Directors determines in good faith that any action need be taken pursuant to this Section 3.2, the Board of Directors may
suspend the exercisability of the Rights for a period up to 60 days following the date of the occurrence of the relevant Flip-in Event
in order to determine the appropriate form and value of cash, debt, equity or other securities or other property or assets (or a
combination thereof) to be issued or delivered on such exchange for Rights. In the event of any such suspension, the Corporation
shall notify the Rights Agent and issue as promptly as practicable a public announcement stating that the exercisability of the Rights
has been temporarily suspended.

Termination of Right to Exercise: If the Board of Directors authorizes and directs the exchange of cash, debt, equity or other
securities or other property or assets (or a combination thereof) for Rights pursuant to Subsection 3.2(a) hereof, then without any
further action or notice the right to exercise the Rights will terminate and the only right thereafter of a holder of Rights shall be to
receive such cash, debt, equity or other securities or other property or assets (or a combination thereof) in accordance with the
determination of the Board of Directors made pursuant to Section 3.2(a). Within 10 Business Days of the Board of Directors
authorizing and directing any such exchange, the Corporation shall give notice of such exchange to the holders of such Rights in
accordance with Section 5.9. Each such notice of exchange shall state the method by which the exchange of cash, debt, equity or
other securities or other property or assets (or a combination thereof) for Rights will be effected.

Additional Securities: If there shall not be sufficient securities authorized but unissued to permit the exchange in full of Rights
pursuant to this Section 3.2, the Corporation will take all such action as may be necessary to authorize additional securities for
issuance upon the exchange of Rights provided however, that the Corporation shall not be required to issue fractions of securities or
to distribute certificates evidencing fractional securities. In lieu of issuing such fractional securities, subject to Section 5.5(b), there
shall be paid to the registered holders of Rights to whom such fractional securities would otherwise be issuable, an amount in cash
equal to the same fraction of the market price of a whole such security.
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ARTICLE 4
THE RIGHTS AGENT

General:

Appointment of Rights Agent: The Corporation hereby appoints the Rights Agent to act as agent for the Corporation and the holders
of Rights in accordance with the terms and conditions hereof and the Rights Agent hereby accepts such appointment. The
Corporation may from time to time appoint one or more Co-Rights Agents as it may deem necessary or desirable. In such event, the
respective duties of the Rights Agent and any Co-Rights Agent shall be as the Corporation may determine. The Corporation agrees to
pay to the Rights Agent reasonable compensation for all services rendered by it hereunder and, from time to time on demand of the
Rights Agent, its reasonable expenses and counsel fees and other disbursements incurred in the administration and execution of this
Agreement and the exercise and performance of its duties hereunder. The Corporation also agrees to indemnify the Rights Agent for,
and to hold it harmless against, any loss, liability or expense, incurred without negligence, bad faith or wilful misconduct on the part
of the Rights Agent, for anything done or omitted by the Rights Agent in connection with the acceptance and performance of this
Agreement, including the costs and expenses of defending against any claim of liability, which right to indemnification shall survive
the termination of this Agreement.

Protection of Rights Agent: The Rights Agent shall be protected from, and shall incur no liability for or in respect of, any action
taken, suffered or omitted by it in connection with its performance of this Agreement in reliance upon any certificate for Common
Shares, or any Rights Certificate, certificate for other securities of the Corporation, instrument of assignment or transfer, power of
attorney, endorsement, affidavit, letter, notice, direction, consent, certificate, statement or other paper or document believed by it to
be genuine and to be signed, executed and, where necessary, verified or acknowledged, by the proper Person or Persons.

Merger or Amalgamation or Change of Name of Rights Agent:

Merger: Any corporation into which the Rights Agent or any successor Rights Agent may be merged or amalgamated with or into, or
any corporation succeeding to the shareholder services business of the Rights Agent or any successor Rights Agent, shall be the
successor to the Rights Agent under this Agreement without the execution or filing of any paper or any further act on the part of any
of the parties hereto, provided that such corporation would be eligible for appointment as a successor Rights Agent under the
provisions of Section 4.4 hereof. In case at the time such successor Rights Agent succeeds to the agency created by this Agreement
any of the Rights Certificates have been countersigned but not delivered, any such successor Rights Agent may adopt the
countersignature of the predecessor Rights Agent and deliver such Rights Certificates so countersigned, and in case at that time any
of the Rights Certificates have not been countersigned, any successor Rights Agent may countersign such Rights Certificates either in
the name of the predecessor Rights Agent or in the name of the successor Rights Agent, and in all such cases such Rights Certificates
shall have the full force and effect provided in the Rights Certificates and in this Agreement.
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Chance of Name: In case at any time the name of the Rights Agent is changed and at such time any of the Rights Certificates shall
have been countersigned but not delivered, the Rights Agent may adopt the countersignature under its prior name and deliver Rights
Certificates so countersigned, and in case at that time any of the Rights Certificates shall not have been countersigned, the Rights
Agent may countersign such Rights Certificates either in its prior name or in its changed name and in all such cases such Rights
Certificates shall have the full force provided in the Rights Certificates and in this Agreement.

Duties of Rights Agent:

The Rights Agent undertakes the duties and obligations imposed by this Agreement upon the following terms and conditions, by all

of which the Corporation and the holders of Rights Certificates, by their acceptance thereof, shall be bound:

@)

(b)

(©

(d)

Legal Counsel: The Rights Agent may consult with legal counsel (who may be legal counsel for the Corporation), and the opinion of
such counsel shall be full and complete authorization and protection to the Rights Agent as to any action taken or omitted to be taken
by it in good faith and in accordance with such opinion.

Satisfactory Proof: Whenever in the performance of its duties under this Agreement the Rights Agent deems it necessary or desirable
that any fact or matter be proved or established by the Corporation prior to taking or suffering any action or omitting to take any
action hereunder, such fact or matter (unless other evidence in respect thereof be herein specifically prescribed) may be deemed to be
conclusively proved and established by a certificate signed by a person believed by the Rights Agent to be the Chairman, the
President, the Chief Executive Officer or any Vice-President and by the Chief Financial Officer, the Treasurer, any Assistant
Treasurer, the Secretary or any Assistant Secretary of the Corporation and delivered to the Rights Agent and such certificate shall be
full authorization to the Rights Agent for any action taken, omitted or suffered in good faith by it under the provisions of this
Agreement in reliance upon such certificate.

Bad Faith: The Rights Agent shall be liable hereunder only for its own negligence, bad faith or wilful misconduct.

Recitals: The Rights Agent shall not be liable for or by reason of any of the statements of fact or recitals contained in this Agreement
or in the certificates representing Common Shares or the Rights Certificates (except its countersignature thereof) or be required to
verify the same, but all such statements and recitals are and will be deemed to have been made only by the Corporation.
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No Responsibility: The Rights Agent shall not be under any responsibility in respect of the validity of this Agreement or the
execution and delivery hereof (except the authorization, execution and delivery hereof by the Rights Agent) or in respect of the
validity or execution of any certificate representing Common Shares or Rights Certificate (except its countersignature thereof), nor
will it be responsible for any breach by the Corporation of any covenant or condition contained in this Agreement or in any Rights
Certificate, any change in the exercisability of the Rights (including the Rights becoming void pursuant to Section 2.11 or Subsection
3.2(b) hereof) or any adjustment required under the provisions of Section 2.3 hereof or for the manner, method or amount of any such
adjustment or the ascertaining of the existence of facts that would require any such adjustment (except with respect to the exercise of
Rights after receipt of the certificate contemplated by Section 2.3 hereof describing any such adjustment) nor will it by any act
hereunder be deemed to make any representation or warranty as to the authorization or reservation of any Common Shares to be
issued pursuant to this Agreement or any Rights or as to whether any Common Shares shall, when issued, be duly and validly
authorized, executed, issued and delivered and be fully paid and non-assessable.

Performance By Corporation: The Corporation agrees that it will perform, execute, acknowledge and deliver or cause to be
performed, executed, acknowledged and delivered all such further and other acts, instruments and assurances as may reasonably be
required by the Rights Agent for the carrying out or performing by the Rights Agent of the provisions of this Agreement.

Persons To Give Instructions: The Rights Agent is hereby authorized to rely upon and directed to accept instructions with respect to
the performance of its duties hereunder from any person believed by the Rights Agent to be the Chairman, the President, the Chief
Executive Officer, any Vice-President, the Secretary, any Assistant Secretary, the Chief Financial Officer, the Treasurer or any
Assistant Treasurer of the Corporation and to apply to such persons for advice or instructions in connection with its duties, and it
shall not be liable for any action taken, omitted or suffered by it in good faith in accordance with the instructions of any such person.

Ability To Deal: The Rights Agent and any shareholder, director, officer or employee of the Rights Agent may buy, sell or deal in
Common Shares, Rights or other securities of the Corporation or become pecuniarily interested in any transaction in which the
Corporation may be interested, or contract with or lend money to the Corporation or otherwise act as fully and freely as though it
were not Rights Agent under this Agreement. Nothing herein shall preclude the Rights Agent from acting in any other capacity for
the Corporation or for any other legal entity.

No Liability: The Rights Agent may execute and exercise any of the rights or powers hereby vested in it or perform any duty
hereunder either itself or by or through its attorneys or agents, and the Rights Agent shall not be answerable or accountable for any
act, default, neglect or misconduct of any such attorneys or agents or for any loss to the Corporation resulting from any such act,
omission, default, neglect or misconduct, provided reasonable care was exercised in the selection and continued employment thereof.
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4.4 Change of Rights Agent:

The Rights Agent may resign and be discharged from its duties under this Agreement upon 90 days' notice (or such lesser notice as is
acceptable to the Corporation) in writing delivered or mailed to the Corporation and to each transfer agent of Common Shares by first class or
registered mail. The Corporation may remove the Rights Agent upon 60 days' notice in writing, mailed or delivered to the Rights Agent and to each
transfer agent of Common Shares by first class or registered mail. If the Rights Agent should resign or be removed or otherwise become incapable of
acting, the Corporation shall appoint a successor to the Rights Agent. If the Corporation fails to make such appointment within a period of 60 days after
such removal or after it has been notified in writing of such resignation or incapacity by the resigning or incapacitated Rights Agent or by the holder of
any Rights (which holder shall, with such notice, submit the Rights Certificate of such holder for inspection by the Corporation), then the holder of any
Rights may apply to any court of competent jurisdiction for the appointment of a new Rights Agent. Any successor Rights Agent, whether appointed
by the Corporation or by such a court, shall be a trust company incorporated under the laws of Canada or a province thereof authorized to carry on the
business of a trust company as principal or through an agent in the Provinces of Ontario and British Columbia. After appointment, the successor Rights
Agent shall be vested with the same powers, rights, duties and responsibilities as if it had been originally named as Rights Agent without further act or
deed; provided that the predecessor Rights Agent shall deliver and transfer to the successor Rights Agent any property at the time held by it hereunder,
and execute and deliver any further assurance, conveyance, act or deed necessary for the purpose. Not later than the effective date of any such
appointment, the Corporation shall file notice thereof in writing with the predecessor Rights Agent and the transfer agent of the Common Shares, and
mail a notice thereof in writing to the holders of the Rights. Failure to give any notice provided for in this Section 4.4, however, or any defect therein,
shall not affect the legality or validity of the resignation or removal of the Rights Agent or the appointment of the successor Rights Agent, as the case
may be.

ARTICLE 5
MISCELLANEOUS

5.1 Redemption and Waiver:

@) The Board of Directors acting in good faith may, until the occurrence of a Flip-in Event, upon prior written notice delivered to the
Rights Agent, determine to waive the application of Section 3.1 to such particular Flip-in Event (which for greater certainty shall not
include the circumstances described in Subsection 5.1(h)); provided that if the Board of Directors waives the application of Section
3.1 to a particular Flip-in Event pursuant to this Subsection 5.1(a), the Board of Directors shall be deemed to have waived the
application of Section 3.1 to any other Flip-in Event which may arise in respect of any Take-Over Bid then in effect or made prior to
the public announcement of the completion or termination of the transaction in respect of which the Board of Directors waived the
application of Section 3.1.
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The Board of Directors acting in good faith may, at its option, at any time prior to the provisions of Section 3.1 becoming applicable
as a result of the occurrence of a Flip-in Event, elect to redeem all but not less than all of the outstanding Rights at a redemption price
of $0.0001 per Right appropriately adjusted in a manner analogous to the applicable adjustment provided for in Section 2.3 if an
event of the type analogous to any of the events described in Section 2.3 shall have occurred (such redemption price being herein
referred to as the ""Redemption Price"). The redemption of the Rights by the Board of Directors may be made effective at such time,
on such basis and with such conditions as the Board of Directors in its sole discretion may establish.

In the event that prior to the occurrence of a Flip-in Event a Person acquires, pursuant to a Permitted Bid or a Competing Permitted
Bid, not less than 90% of the outstanding Common Shares other than Common Shares Beneficially Owned at the date of the
Permitted Bid or the Competing Permitted Bid by such Person, then the Board of Directors of the Corporation shall immediately
upon the consummation of such acquisition without further formality be deemed to have elected to redeem the Rights at the
Redemption Price.

Where a Take-Over Bid that is not a Permitted Bid Acquisition is withdrawn or otherwise terminated after the Separation Time has
occurred and prior to the occurrence of a Flip-in Event, the Board of Directors may elect to redeem all the outstanding Rights at the
Redemption Price.

If the Board of Directors is deemed under Subsection 5.1(c) to have elected, or elects under either of Subsection 5.1(b) or (d), to
redeem the Rights, the right to exercise the Rights will thereupon, without further action and without notice, terminate and the only
right thereafter of the holders of Rights shall be to receive the Redemption Price.

Within 10 days after the Board of Directors is deemed under Subsection 5.1(c) to have elected, or elects under Subsection 5.1(b) or
(d), to redeem the Rights, the Corporation shall give notice of redemption to the holders of the then outstanding Rights by mailing
such notice to each such holder at his last address as it appears upon the registry books of the Rights Agent or, prior to the Separation
Time, on the registry books of the transfer agent for the Common Shares. Any notice which is mailed in the manner herein provided
shall be deemed given, whether or not the holder receives the notice. Each such notice of redemption will state the method by which
the payment of the Redemption Price will be made.

Upon the Rights being redeemed pursuant to Subsection 5.1(d), all the provisions of this Agreement shall continue to apply as if the
Separation Time had not occurred and Rights Certificates representing the number of Rights held by each holder of record of
Common Shares as of the Separation Time had not been mailed to each such holder and for all purposes of this Agreement the
Separation Time shall be deemed not to have occurred.
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The Board of Directors may waive the application of Section 3.1 in respect of the occurrence of any Flip-in Event if the Board of
Directors has determined within ten Trading Days following a Share Acquisition Date that a Person became an Acquiring Person by
inadvertence and without any intention to become, or knowledge that it would become, an Acquiring Person under this Agreement
and, in the event that such a waiver is granted by the Board of Directors, such Share Acquisition Date shall be deemed not to have
occurred. Any such waiver pursuant to this Subsection 5.1(b) must be on the condition that such Person, within 14 days after the
foregoing determination by the Board of Directors or such earlier or later date as the Board of Directors may determine (the
"Disposition Date'), has reduced its Beneficial Ownership of Voting Shares such that the Person is no longer an Acquiring Person.
If the Person remains an Acquiring Person at the close of business on the Disposition Date, the Disposition Date shall be deemed to
be the date of occurrence of a further Share Acquisition Date and Section 3.1 shall apply thereto.

Expiration:

No Person shall have any rights pursuant to this Agreement or any Right after the Expiration Time, except as provided in Section 4.1

Issue of New Rights Certificates:

Notwithstanding any of the provisions of this Agreement or of the Rights to the contrary, the Corporation may, at its option, issue

new Rights Certificates evidencing Rights in such form as may be approved by the Board of Directors to reflect any adjustment or change in the
number or kind of securities purchasable upon exercise of Rights made in accordance with the provisions of this Agreement.

5.4

@)

Supplements and Amendments:

The Corporation may make amendments to this Agreement to correct any clerical or typographical error or which are required to
maintain the validity of this Agreement as a result of any change in any applicable legislation or regulations thereunder. The
Corporation may, prior to the date of the shareholders' meeting referred to in Section 5.16, supplement or amend this Agreement
without the approval of any holders of Rights or Voting Shares in order to make any changes which the Board of Directors acting in
good faith may deem necessary or desirable. Notwithstanding anything in this Section 5.4 to the contrary, no such supplement or
amendment shall be made to the provisions of Article 4 except with the written concurrence of the Rights Agent to such supplement
or amendment.
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Subject to the Section 5.4(a), the Corporation may, with the prior consent of the holders of Voting Shares obtained as set forth below,
at any time prior to the Separation Time, amend, vary or rescind any of the provisions of this Agreement and the Rights (whether or
not such action would materially adversely affect the interests of the holders of Rights generally). Such consent shall be deemed to
have been given if the action requiring such approval is authorized by the affirmative vote of a majority of the votes cast by
Independent Shareholders present or represented at and entitled to be voted at a meeting of the holders of VVoting Shares duly called
and held in compliance with applicable laws and the constating documents of the Corporation.

The Corporation may, with the prior consent of the holders of Rights, at any time on or after the Share Acquisition Date, vary or
delete any of the provisions of this Agreement and the Rights (whether or not such action would materially adversely affect the
interests of the holders of Rights generally), provided that no such amendment, variation or deletion shall be made to the provisions
of Article 4 except with the written concurrence of the Rights Agent thereto. Such consent shall be deemed to have been given if such
amendment, variation or deletion is authorized by the affirmative votes of the holders of Rights present or represented at and entitled
to be voted at a meeting of the holders and representing 50% plus one of the votes cast in respect thereof.

Any approval of the holders of Rights shall be deemed to have been given if the action requiring such approval is authorized by the
affirmative votes of the holders of Rights present or represented at and entitled to be voted at a meeting of the holders of Rights and
representing a majority of the votes cast in respect thereof. For the purposes hereof, each outstanding Right (other than Rights which
are void pursuant to the provisions hereof) shall be entitled to one vote, and the procedures for the calling, holding and conduct of the
meeting shall be those, as nearly as may be, which are provided in the Corporation's constating documents and the Company Act
with respect to meetings of shareholders of the corporation.

Any amendments made by the Corporation to this Agreement pursuant to Subsection 5.4(a) which are required to maintain the
validity of this Agreement as a result of any change in any applicable legislation or regulation thereunder shall:

0] if made before the Separation Time, he submitted to the shareholders of the Corporation at the next meeting of
shareholders and the shareholders may, by the majority referred to in Subsection 5.4(b), confirm or reject such
amendment;

(i) if made after the Separation Time, be submitted to the holders of Rights at a meeting to be called for on a date not

later than immediately following the next meeting of shareholders of the Corporation and the holders of Rights
may, by resolution passed by the majority referred to in Subsection 5.4(c), confirm or reject such amendment.
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5.6

(@)

(b)

Any such amendment shall be effective from the date of the resolution of the Board of Directors adopting such amendment, until it is
confirmed or rejected or until it ceases to be effective (as described in the next sentence) and, where such amendment is confirmed, it
continues in effect in the form so confirmed. If such amendment is rejected by the shareholders or the holders of Rights or is not
submitted to the shareholders or holders of Rights as required, then such amendment shall cease to be effective from and after the
termination of the meeting at which it was rejected or to which it should have been but was not submitted or from and after the date
of the meeting of holders of Rights that should have been but was not held, and no subsequent resolution of the Board of Directors to
amend this Agreement to substantially the same effect shall be effective until confirmed by the shareholders or holders of Rights as
the case may be.

Fractional Rights and Fractional Common Shares:

No Fractional Rights: The Corporation shall not be required to issue fractions of Rights or to distribute Right Certificates which
evidence fractional Rights. After the Separation Time, in lieu of issuing fractional Rights the Corporation shall pay to the holders of
record of the Right Certificates, at the time such fractional Rights would otherwise be issuable, an amount in cash equal to the same
fraction of the Market Price of one whole Right that the fraction of a Right that would otherwise be issuable is of one whole Right.

No Fractional Common Shares: The Corporation shall not be required to issue fractions of Common Shares upon exercise of the
Rights or to distribute certificates which evidence fractional Common Shares. In lieu of issuing fractional Common Shares, the
Corporation shall pay to the holders of record of Right Certificates at the time such Rights are exercised as herein provided, an
amount in cash equal to the same fraction of the Market Price of one Common Share that the fraction of a Common Share that would
otherwise be issuable upon the exercise of such Right is of a whole Common Share.

Rights of Action:

Subject to the terms of this Agreement, rights of action in respect of this Agreement, other than rights of action vested solely in the

Rights Agent, are vested in the respective holders of the Rights, and any holder of any Rights, without the consent of the Rights Agent or of the holder
of any other Rights may, on such holder's own behalf and for such holder's own benefit and the benefit of other holders of Rights, enforce, and may
institute and maintain any suit, action or proceeding against the Corporation to enforce, or otherwise act in respect of, such holder's right to exercise the
Rights of such holder in the manner provided in the Rights Certificate of such holder and in this Agreement. Without limiting the foregoing or any
remedies available to the holders of Rights, it is specifically acknowledged that the holders of Rights would not have an adequate remedy at law for
any breach of this Agreement and shall be entitled to specific performance of the obligations under, and injunctive relief against actual or threatened
violations of the obligations of any Person subject to, this Agreement.
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5.7 Regulatory Approvals:

Any obligation of the Corporation or action or event contemplated by this Agreement shall be subject to the receipt of any requisite
approval or consent from any governmental or regulatory authority, and without limiting the generality of the foregoing, necessary approvals of the
TSX Venture Exchange and other exchanges will be obtained, such as to the issuance of Common Shares upon the exercise of Rights under Section 2.2
(d) and the issuance of convertible debt, equity or other securities or other property or assets under section 3.2. Notwithstanding anything to the
contrary in this Agreement, no supplement or amendment to this Agreement or to the terms of the Rights may be made without the prior consent of the
TSX Venture Exchange.

5.8 Declaration as to Non-Canadian holders:

If in the opinion of the Board of Directors (who may rely upon the advice of counsel) any action or event contemplated by this
Agreement would require compliance by the Corporation with the securities laws or comparable legislation of a jurisdiction outside Canada, the Board
of Directors acting in good faith shall take such actions as it may deem appropriate to ensure such compliance. In no event shall the Corporation or the
Rights Agent be required to issue or deliver Rights, or securities issuable on exercise of Rights to persons who are citizens, residents or nationals of any
jurisdiction other than Canada, in which such issue or delivery would be unlawful without registration of the relevant persons or securities for such
purposes.

5.9 Notices:

@) Notices or demands authorized or required by this Agreement to be given or made by the Rights Agent or by the holder of any Rights
to or on the Corporation shall be sufficiently given or made if delivered, sent by registered or certified mail, postage prepaid (until
another address is filed in writing with the Rights Agent), or sent by facsimile or other form of recorded electronic communication,
charges prepaid and confirmed in writing, as follows:

POLYMET MINING CORP.
1116 - 925 West Georgia Street
Vancouver, B.C. V6C 3L2

Attention: William Murray
Telecopier No.: (604) 669-4776
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With a copy to:

VECTOR Corporate Finance Lawyers
Barristers and Solicitors

1040-999 West Hastings Street
Vancouver, B.C. V6C 2W2

Attention: Graham H. Scott
Telecopier No.: (604) 683-2643

(b) Notices or demands authorized or required by this Agreement to be given or made by the Corporation or by the holder of any Rights
to or on the Rights Agent shall be sufficiently given or made if delivered, sent by registered or certified mail, postage prepaid (until
another address is filed in writing with the Corporation), or sent by facsimile or other form of recorded electronic communication,
charges prepaid and confirmed in writing, as follows:

Pacific Corporate Trust Company
10th Floor, 625 Howe Street,
Vancouver, B.C. V6C 3B8

Attention: Manager, Client Services
Telecopier No.: (604) 689-8144

(c) Notices or demands authorized or required by this Agreement to be given or made by the Corporation or the Rights Agent to or on
the holder of any Rights shall be sufficiently given or made if delivered or sent by first class mail, postage prepaid, addressed to such
holder as it appears upon the register of the Rights Agent or, prior to the Separation Time, on the register of the Corporation for its
Common Shares. Any notice which is mailed or sent in the manner herein provided shall be deemed given, whether or not the holder
receives the notice.

(d) Any notice given or made in accordance with this Section 5.9 shall be deemed to have been given and to have been received on the
day of delivery, if so delivered, on the third Business Day (excluding each day during which there exists any general interruption of
postal service due to strike, lockout or other cause) following the mailing thereof, if so mailed, and on the day of telegraphing,
telecopying or sending of the same by other means of recorded electronic communication (provided such sending is during the
normal business hours of the addressee on a Business Day and if not, on the first Business Day thereafter). Each of the Corporation
and the Rights Agent may from time to time change its address for notice to the other given in the manner aforesaid.
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5.10 Costs of Enforcement:

The Corporation agrees that if the Corporation or any other Person the securities of which are purchasable upon exercise of Rights,
fails to fulfil any of its obligations pursuant to this Agreement, then the Corporation or such Person shall reimburse the holder of any Rights for the
costs and expenses (including legal fees) incurred by such holder in actions to enforce his rights pursuant to any Rights or this Agreement.

5.11 Successors:

All of the covenants and provisions of this Agreement by or for the benefit of the Corporation or the Rights Agent shall bind their
respective successors and assigns and shall enure to the benefit of their respective successors and permitted assigns hereunder.

5.12 Benefits of this Agreement:

Nothing in this Agreement shall be construed to give to any Person other than the Corporation, the Rights Agent and the holders of
Rights any legal or equitable right, remedy or claim under this Agreement and this Agreement shall be for the sole and exclusive benefit of the
Corporation, the Rights Agent and the holders of Rights.

5.13 Governing Law:

This Agreement and each Right issued hereunder shall be deemed to be a contract made under the laws of British Columbia and for
all purposes shall be governed by and construed in accordance with such laws.

5.14 Severability:

If any term or provision hereof or the application thereof in any circumstance shall, in any jurisdiction and to any extent, be invalid or
unenforceable, such term or provision shall be ineffective as to such jurisdiction to the extent of such invalidity or unenforceability without invalidating
or rendering unenforceable the remaining terms and provisions hereof or the application of such term or provision in circumstances other than those as
to which it is held invalid or unenforceable.

5.15 Effective Date:

This Agreement is effective and in full force and effect in accordance with its terms from and after the Effective Date, subject to
confirmation pursuant to section 5.16.

5.16 Confirmation:

The Corporation shall request the confirmation of this Agreement at a general meeting of holders of Voting Shares to be held no later
than six months from the date of this Agreement. If the Agreement is not confirmed at such meeting by a majority of the votes cast by holders of
Voting Shares who vote in respect of the confirmation of this Agreement, this Agreement and all outstanding Rights shall terminate and be void and of
no further force and effect on and from the close of business on the date of termination of such meeting; provided, that termination shall not occur if a
Flip-in Event has occurred (other than a Flip-in Event which has been waived pursuant to Section 5.1(a) or (h) hereof) prior to the date upon which this
Agreement would otherwise terminate pursuant to this Section 5.16.
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5.17 Determinations and Actions by the Board of Directors:

The Board of Directors shall have the exclusive power and authority to administer and amend this Agreement and to exercise all
rights and powers specifically granted to the Board of Directors or the Corporation, or as may be necessary or advisable in the administration of this
Agreement, including, without limitation, the right and power to (a) interpret the provisions of this Agreement and (b) make all determinations deemed
necessary or advisable for the administration of this Agreement (including a determination to terminate or redeem or not to terminate or redeem the
Rights or to amend the Agreement). All such actions, calculations, interpretations and determinations (including, for purposes of the balance of this
sentence, all omissions with respect to the foregoing) which are done or made by the Board of Directors shall be final, conclusive and binding on the

Corporation, the Rights Agent, the holders of Rights and all other parties and shall not subject the Board of Directors to any liability to the holders of
Rights.
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5.18 Counterparts:

This Agreement may be executed in any number of counterparts and each of such counterparts shall for all purposes be deemed to be
an original, and all such counterparts shall together constitute one and the same instrument.

IN WITNESS WHEREOF the parties hereto have caused this Agreement to be duly executed.

POLYMET MINING CORP.

By: (signature)
(name - please print)

Authorized Signatory

PACIFIC CORPORATE TRUST COMPANY

By: (signature)
(name - please print)

Authorized Signatory

(signature)
(name - please print)

Authorized Signatory

cls

This is page 7 to that certain Shareholder Rights Plan Agreement between POLYMET MINING CORP. and PACIFIC CORPORATE TRUST

COMPANY dated as of the 4th day of December, 2003.
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SCHEDULE A TO THE SHAREHOLDER RIGHTS AGREEMENT
DATED AS OF DECEMBER 4, 2003 BETWEEN
POLYMET MINING CORP. AND
PACIFIC CORPORATE TRUST COMPANY

[Form of Rights Certificate]

Certificate No. Rights

THE RIGHTS ARE SUBJECT TO REDEMPTION OR MANDATORY EXCHANGE, AT THE OPTION OF
POLYMET MINING CORP., ON THE TERMS SET FORTH IN THE SHAREHOLDER RIGHTS
AGREEMENT. RIGHTS BENEFICIALLY OWNED BY ACQUIRING PERSONS (AS SUCH TERMS ARE
DEFINED IN THE SHAREHOLDER RIGHTS AGREEMENT) OR CERTAIN TRANSFEREES THEREOF ARE
VOID.

Rights Certificate

This certifies that , or registered assigns, is the holder of record of the number of Rights set forth above, each
one of which entitles the holder of record thereof, subject to the terms, provisions and conditions of the Shareholder Rights Agreement (the
""Shareholder Rights Agreement'), dated as of December 4, 2003, between POLYMET MINING CORP. (the ""Corporation'), a corporation
incorporated under the Company Act (British Columbia), and PACIFIC CORPORATE TRUST COMPANY, a trust company incorporated under the
laws of British Columbia, as Rights Agent under the Shareholder Rights Agreement, to purchase from the Corporation at any time after the Separation
Time and prior to the Expiration Time (as such terms are defined in the Shareholder Rights Agreement), one common share of the Corporation (a
"Common Share™) (subject to adjustment as provided in the Shareholder Rights Agreement) at the Exercise Price referred to below, upon
presentation and surrender of this Rights Certificate with a completed and executed Form of Election to Exercise at the principal office of the Rights
Agent in Vancouver, Canada. The Exercise Price shall initially be $50 (Cdn.) per Common Share and shall be subject to adjustment in certain events as
provided in the Shareholder Rights Agreement.

In certain circumstances described in the Shareholder Rights Agreement, the Rights evidenced hereby may entitle the holder of
record thereof to purchase shares of an entity other than the Corporation or to purchase or receive in exchange for such Rights assets, securities or
shares of the Corporation other than Common Shares or more or less than one Common Share, or some combination of the foregoing, all as provided in
the Shareholder Rights Agreement.

This Rights Certificate is subject to all of the terms, provisions and conditions of the Shareholder Rights Agreement which terms,
provisions and conditions are hereby incorporated herein by reference and made a part hereof and to which reference is hereby made for a full
description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Rights Agent, the Corporation and the holders of the
Rights Certificates. A copy of the Shareholder Rights Agreement is on file at the principal executive office of the Corporation and is available upon
written request.




This Rights Certificate, with or without other Rights Certificates, upon surrender at the offices of the Rights Agent designated for
such purpose, may be exchanged for another Rights Certificate or Rights Certificates of like tenor and date evidencing the aggregate number of Rights
equal to the aggregate number of Rights evidenced by the Rights Certificate or Rights Certificates so surrendered. If this Rights Certificate shall be
exercised in part, the holder of record shall be entitled to receive, upon surrender hereof, another Rights Certificate or Rights Certificates for the
number of whole Rights not exercised.

Subject to the provision of the Shareholder Rights Agreement, the Rights evidenced by this Certificate may be redeemed by the
Corporation at a redemption price of $0.0001 per Right, subject to adjustment in certain events, under certain circumstances at the option of the
Corporation.

Subject to the provisions of the Shareholder Rights Agreement, the Rights evidenced by this Certificate may be terminated or
amended by the Corporation at its option without the consent of holders of Rights.

No fractional Common Shares will be issued upon the exercise of any Right or Rights evidenced hereby nor will Rights Certificates
be issued for less than one whole Right. After the Separation Time, in lieu of issuing factional Rights a cash payment will be made as provided in the
Shareholder Rights Agreement.

No holder of this Rights Certificate, as such, shall be entitled to vote or receive dividends or be deemed for any purpose the holder of
Common Shares or of any other securities which may at any time be issuable on the exercise hereof, nor shall anything contained in the Shareholder
Rights Agreement or herein be construed to confer upon the holder hereof, as such, any of the rights of a shareholder of the Corporation or any right to
vote for the election of directors or upon any matter submitted to shareholders of the Corporation at any meeting, to give or withhold consent to any
corporate action, to receive notice of meetings or other actions affecting shareholders of the Corporation (except as provided in the Shareholder Rights
Agreement), to receive dividends or subscription rights or otherwise, until the Rights evidenced by this Rights Certificate shall have been exercised as
provided in the Shareholder Rights Agreement.

This Rights Certificate shall not be valid or obligatory for any purpose until it shall have been countersigned by the Rights Agent.




WITNESS the facsimile signature of the proper officers of the Corporation.

POLYMET MINING CORP.

cls

By: (signature)
(name - please print)

Authorized Signatory

Countersigned by and on behalf of the Rights Agent,
PACIFIC CORPORATE TRUST COMPANY

By: (signature)
(name - please print)

Authorized Signatory




[Form of Reverse Side of Rights Certificate]
POLYMET MINING CORP. - FORM OF ASSIGNMENT

(To be executed by the holder of record if such
holder desires to transfer the Rights.)

FOR VALUE RECEIVED hereby sells, assigns and transfers unto

(Please print name and address of transferee)

this Rights Certificate, together with all right, title and interest therein, and does hereby irrevocably constitute and appoint as
attorney, to transfer the within Rights Certificate on the books of the Corporation with full power of substitution.

Dated: [month, day, year]

Signature Guaranteed:

Signature
(Signature must correspond to name as written upon the face of this Rights Certificate in every
particular, without alteration or enlargement or any change whatsoever.)

The signature of the person executing this power must be guaranteed by a participant of a recognized Medallion Guarantee
Program, for example, a bank, credit union, brokerage house or by a member of a recognized stock exchange.

CERTIFICATION
(To be completed if true)

The undersigned hereby represents, warrants and certifies, for the benefit of all holders of Rights and Common Shares, that the
Rights evidenced by this Rights Certificate are not, and, to the knowledge of the undersigned, have never been, Beneficially Owned by an Acquiring
Person or an Affiliate or Associate of an Acquiring Person or any Person acting jointly or in concert with an Acquiring Person or an Affiliate or
Associate of an Acquiring Person (as such terms are defined in the Shareholder Rights Agreement).

Signature Guaranteed:

Signature
(Signature must correspond to name as written upon the face of this Rights Certificate in every
particular, without alteration or enlargement or any change whatsoever.)




NOTICE

In the event the certification set forth above is not completed in connection with a purported assignment, the Corporation will deem the
Beneficial Owner of the Rights evidenced by this Rights Certificate to be an Acquiring Person or an Affiliate or Associate of an Acquiring
Person or any Person acting jointly or in concert with an Acquiring Person or an Affiliate or Associate of an Acquiring Person (as defined in
the Shareholder Rights Agreement) and accordingly will deem the Rights evidenced by this Rights Certificate to be void and not transferable

or exercisable.




FORM OF ELECTION TO EXERCISE
(To be executed if the holder desires to exercise the Rights Certificate)

TO: Pacific Corporate Trust Company
10th Floor, 625 Howe Street,
Vancouver, B.C. V6C 3B8

The undersigned hereby irrevocably elects to exercise whole Rights represented by the attached Rights Certificate to
purchase the Common Shares issuable upon the exercise of such Rights and requests that certificates for such Common Shares be issued in the name
of:

Address:

Social Insurance or Other Taxpayer Identification Number:

If such number of Rights shall not be all the whole Rights evidenced by this Rights Certificate, a new Rights Certificate for the balance of such whole
Rights shall be registered in the name of and delivered to:

Full Address, including postal code:

Social Insurance or Other Taxpayer Identification Number:

Dated: [month, day, year]

Signature Guaranteed:

Signature
(Signature must correspond to name as written upon the face of this Rights Certificate in every
particular, without alteration or enlargement or any change whatsoever.)

The signature of the person executing this power must be guaranteed by a participant of a recognized Medallion Guarantee
Program, for example, a bank, credit union, brokerage house or by a member of a recognized stock exchange.




CERTIFICATION
(To be completed if true)

The undersigned hereby represents, warrants and certifies for the benefit of all holders of Rights and Common Shares, that the Rights
evidenced by this Right Certificate are not, and, to the knowledge of the undersigned, have never been, Beneficially Owned by an Acquiring Person or

an Affiliate or Associate of an Acquiring Person or any Person acting jointly or in concert with an Acquiring Person or an Affiliate or Associate of an
Acquiring Person (as such terms are defined in the Shareholder Rights Agreement).

Signature

NOTICE

In the event the certification set forth above is not completed in connection with a purported assignment, the Corporation
will deem the Beneficial Owner of the Rights evidenced by this Rights Certificate to be an Acquiring Person or an Affiliate or Associate of an
Acquiring Person or any Person acting jointly or in concert with an Acquiring Person or an Affiliate or Associate of an Acquiring Person (as

defined in the Shareholder Rights Agreement) and accordingly will deem the Rights evidenced by this Rights Certificate to be void and not
transferable or exercisable.
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tgethir with all herecdituments and oppurtenances befonging thereto (e “Premises”). and the Focilaies ond thw
Perots (Hhe L acilitees dnd Permids™) puesiin to e Option Agneement dated Febrary 16, 204, is dimended

ithie =Oiption Ay peaiment™,

3 TITEE. Seller wwearanis that title to the Premiises (s, on the dale of this coneacs, subject oaly o the
] ¥

Tullonying, vxceplions
(i) Covenants, conditions, restnelions, declarions and essements of recorld, il any,
(b1 feservations of mimerals or mimeral rights as reserved of record, 3 any;
fod Building, soning and subdivision laws ond repuliions;

i) "B lier of venl estiie wees aod nestaliments of special assessmenis which are povable by
e lesate prarsuint to parigeeapl § ol dus eonrecy;

) bt livenses belig pranted by the Purchiaser, i e ehsenent reserved by Seller, luher
entilied or deseribed i pamgriph 6 below, all of which are included as Pormitied Encumbranees on Exhibid B
e e lereio; angl

() The Peemitied Encumbrances set forth on Exhibit B atached hereto and ineorporaled hirein by
thies velorenee.

DELAVERY OF BEED. Upon Purchaser™s promp. and full perforasance of this controel, Sclicr shall
enccue, achvow ledee amd deliver w Purchaser 3 Limied Wooanty Deed, i secordable fonm. conveving tule w
e Premnises o Porchaser, amd o Bill of Sale convey img title o and asapnimg (e Faeilities and Permils Lo
Purcliaser, sulziect wr il foflowing cxeeptions.

{ay hose exceptions referred o n porsgaph 2.0ah, (hh Ged Gd), ted, and (T af e condmet. snd

by | teng, encumbrances, adverse clamas or otber matiers which Puschaser hos created. sulfered. or
peermitted to peerm wfier e dute of this conirag)

Sellor's warninny combnined in the desd shall e only that Seiler’s dood conmveys afier-noguired titke, and thin
et By it madde, done, exvemed or sutfoed ang tet or thing wherehy the Premises or any pan olihe
Premtisg s is or mayv be imperibed, charged or cncumbered inany manner; and (hat Seller warrmnts the ke 1o the
Premises smnst all persoms chummg e Prasnises from or throogh Seller as a result of any such oot or thing,
Sellers warras ot the Bl ofF Sale shall be only thar Sebier has nol made, done, exeoted or seflTered mny el o
thing whwrehy the Vacthives wnd Pormis o any part of the Facilities and Feomits s or may e imperited.
charged or cocumibyeed inoany manmer; and than Seller wormants the tidhe 1w the Fozadnies sad Peemics sgam st all
persoms eloimmg the D ailities und Pennits from or theongh Seller as o vesult o any soch act or thing

.
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1. PLRCHASE PRICE COMPONENTS . Purchioger shall provide 1o Seller, as the purehese prive fisr the
Premises e the Facilities and Permits: (i) the Cash Component as defined i parseeaph 4 (ap below, ti e
‘och Component oy defined in paragraph 4.0y below, amd (i1) the Assumption ol | sbilites Component as

welined in porograph &t ) below icollectively the *Puichase Price™)

) AR COMPONENT. Purchaser shall pav o Seller, by wire wansfer, tie sum of Three Million
Four Hovdred Thousasd ond nof 100 Uedlars ($3400,000 000 L5 (the =Cash Component™), payable as
Fallows:

() Cane Million and wof 100 Dollors £51,000,000.00) (L15. ) which hos bees paid by the
Piirehieicr o the Sebler, receipt o which is hereby acknowledged by the Scller;

{11l Finer Milliois Four Huedred Thowsand ead no/ 100 Dellars (S2,400 000,060 (15 80 the
unpaid principal buluree of the Cash Component hevennder, 1opether with interest on the unpaid prinepal
bilance thereol froan timae be Fime remaiming hereunder at (he annual simple rate of foor percent (4 0%5) aceruing
an and alier the duie heveell shall be pasd by the Porchiser to the Seller in quarterly msiallmema equal 1o 1wo
Hupdred §ifty Thousand and ned 100 Doblus (S250,000. 000175 ) plus imerest aecrued and remnining snpasd on
ihe wopaid principal balance of the Casy Componest from time G e remad ning. commencing with the last
day of e [t Tull calendar quarker abler the date of this contred {eg., 1 the dale of this contract is Seplember
15, 2605, ihe (st ansiallmem shall be due on December 31, 2003, aed continuing therealter on the last day of
sueeessive eabenshar quancrs wntil the carlior of (A) the date W) days aller U date that Purchaser obtains a
Permit o Mine ond Seller wind Cleve lind-ClTs T, ore peleised by the State of Minngsow frum the O
Romediation Obligitions (05 defined below), or (B) the date the principat halince of the Cash Component
remuhing unpaid by bess than Twad Fondred Fifty Thousand and aoc100 Dollivs (3230000000008 5.3, v which
vt the entire prencipal balanee of the Cash Component and ofl ncemed inlerest remaining unpaid shall be due

ad shall b pard v thee Seller om e Tast day oo thie neat succesding full valendar quaner AL pay ents
Frergincler shall be made W the Seller by wire rsfer, withaut dedvetion For any wire trunsfor feey, in aceand
with wime wimsier imstroctions wiven o the Purchiser by the Seiler AL pasmcus shall firsc be applicd o
acerued lnbe chorges, then 1o aceried smerest, ther toward the roduction of the wapaid prncrpal balance, and
then to apy other mmaunis due of becoming due to the Seller hercimder, Whenever any pavment to be misde
hereunder shall be sinted (o be due on o Saturday, Sunday or a hehday ander the laws of the State of Minnesola.
such poymett moy be made on the next stecoading besinesz day, snd such eatension of time shalk in such cose
D sveluddiod in the vonmiputation and payment of intecest hereuder.

(b} STOUR COMPONENT. The Stock Component ol the Parchase Price shall be 6,200.547 shares
ol the compmon stock af Pols Met Mining Corporation (PolyMet Cannda™) al a deened value of $0.90 per share
in Ciomshion ddoMars {uhe “Stock Compoment™). Pals Met shall delver ar eause PolyMut Canadi 1o Jelver 10 O
ol Closing o stack coriilicane Tor the Stoch Component The shires of comimon siock in Poly Met Uanada 14sued
or delivered 1o CE puesuant 10 this Scetion shall be duly suthorteed and shadl be walidly issued as folly paid and
noa-edssable shares of comimon steck in Poly Met Cannda, Tt shall be @ condition precedent to the ssnance
and delvery of the Sweck Componen that sotce of this tmosaetion shall lave been aecepred for [lime By the
T8% Venture Exchonge. The parmies opree that U shall have the ssine preomplive rights as 1o the Sioch
Componet 48 it s to the edgiing arss million sharés of Pelvdet Canada se deseribed in Seenon 1.7 of the
Optian Agrecment.

(5] ASSUMPTION OF LIABILITIES COMPONENT  Purchaser hereby assummes all

Evirommertat md Rectamagon Linhilites asaotiaed swilly the Fromises as defined m Sceion 2.2 of the Omion
fyrecmeni, and covenants nnd ngrees wo indemnily the Seller and Clevelaed-CHiTs Toc, for all domages, losses.
vosts, and expenses thag result cherefiom, and Purchaser shall obtun o Perm w bMine mnd ofl oller
citvivemnenlal permitg neccssary lo comlieet s mimng opealions o0 or about e Prenises, which permits shatl
asiggns b Purchuser full cesponsibalivy and liabiline for afl Environmental snd Reclanauon Liabiiines with
respeet 1o e Prameses, includmg withont Knvitation Envirommental sed Reclamation Lickilities crented by
repsnn ol Forelvaser operations, and tue Py ronmeneal and Beclumahon Linbilites already associated vwoth the
Iremises which ore being assumod by Perchaser pursiimt 1o s eonteet sd which are presently the
rospis by af Seller and puaianieed by s parent comporation. Cleveland-Cliffs Inc., the CE Remedintion
Obdigntions s defined more Tully below tthe *Assunpion of Libilitics Component™, Because Porchms’s
permibing process 15 netl complsie on the dae o ihis contract. Parchaser's obligations in conreetich with
Faviranniental nnd Reclnmation 1 ishililies are Timited g0 wn assumption of such liabilites amd an
indenmmlication of Seller frnn those Habilithes pursnt w Section 8.2 of the Option Agrecoan, The
wrsanpion and indermilication herein prosided shall survive perfeomanee or wamination of s condraet. In
arder o Purchaser o be decmed o have fully paid the Parchase Price and o have performed ihe Purchaser's
abligations under this conteaet, Seller and Claveland-CHTE Ine. pust first have been provided with o welease
froor e State o Minnesow of the CF Remediation Obligations.

5 CEROCMEDRIATION OBLIGA TTONS, MINING OPERATIONS  Seiler has existing obligations w
peshanmy cenain cnvirgmmenal scpacdiation aod reclamsitien setivities on the Premises pursunnt v Selles’s

-
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Permdl o i, Mine Closure Plan and varous other eovironmental permits selevant 16 the Premises 2% well
pursient 1o the Sune Master Aprecient mixmyg Seller, the Ste of Minnesotz, the Minnesot lron Ronge

whitrees aml Rebubilitiation, the Minesota Department OF Madural Resowrees, Minnesola Pollution Control
Ageney. The Minnesota Department of Revenie, Cleveland-CLITS Ine, Minnesata Power, Rainy River Foergy
Comormlon  locenite Hurbor, LTV Steel Mining Company. and 1TV Siecl Company. loe. (CE Remedintion
Obligations™,. The Purchiser covenants and agrees that i shall sot commence mining operations oo the
Premises, belore 3 oblaing o Permit to Mine and all ather enviromments | poTinils neccsaney W gondheet i3 meming
OPErulions, which peomits shall nssignoio Fonchaser full rc-;pm}sihdl'i}' and liahilivy Gor vl Environmenal and
Reclamarion Linkdlinies with respect t the Premises. icluding without limitation the CF Remedintion
OBigations

i LICENSESTEASEMENTS. Flie Purehaser is conemporaneously grming the Seller, and i
sublicensees nd successom ond assipns, certain licenses idemifiod ws Permiticd Erevanbranges in Exhibie [3
artachued hereto, amd the vights to obtin casemenis puarsuant therolo. vyver, neross, amd uniler the Premises for the
use tmdd purposes set forth in the loenses, and is reserving unto inedf, amd g soeeessors and assigns. the
casement for envinmnenal remediotion amd reclunaton se forth in Fxhibn C attached heeeten whicl is also
ilemilied g o Permitted Encumbrares in Exhibil B ousched hereto.

7. PREPAYMENT, Unless olherwise provided in this contract, Parchaser shall have the sight 1o fully or
partially propay this contraet i any e withou pevally, Any pariial prepayment shall be apphied fimt o
paryment of anrunts then due under 1his contmact, incheding unpaid acerued interest, and the balance shall be
:1|1piiﬂf Lo the prineipal installmenes e be mid inothe inverse gder ol their nmaturity  Partial prepayoent slialt
et postpone The due daw of the installments o be paid puesuant 0 this contiea of change e ansimt of such
installments.

REAL ESTATE TAXES AND ASSESSMENTS, Seller shnll puy all peol estate taves and installimenis
of speciol assessments assessed against the Premises which first became due and pavable in calendar years prios
tor the cilundar yoor containing the date of dis conract, and sny pennltes and interest due with regard thereto.
Real estae waes and insallments of specinl assessments firs beeaming due and payable durng the calendar
yiear eontaining U date of this comtract shall be pra roted between the Seller und the Parehaser on o per dicm
b, Belsed o o 303 Oay vear, the Seller being respopsible for and obllgoed 10 pary eese auribuble (on
pro rated busis) o the namber of davs in (be calendnr year preceding and inclusding the daie of this eantreet, ond
the Purchoser being responsible for and obligansd 1 pay those acidbutable ton the pro nuted basis) (o the number
of diays 1 e calenda v Tallowing the dote of this contret. Parcluser shall pay . before penalty necraies, ail
eonl wstate tasas and installments of specinl oisessments assessed against the Premises which first become due
anel pavable i the caleadar vear following the date of this comiracl. amd which first become dug and payable w
all subsequent years

i TROBERTY INSURANCE.

{a} IMEURED RISKS AND AMOUNT, Porchaser shall keeps all boidings, improvensents and
fiatares nowe o later located on or p paet of the Promises insuned against lass by fiee, extended covernge perils.
vandalism, maliciows mischiel and, iFapplicoble, steam boiter esplosion for at least e amount of the full
inzurable vilue thersol, 11 any of the buildings, improvements or fixtures are ncited in o federally designated
Fhoad pron area. and if floud msurance is avabable forthat area. Purchoser shall procure and mainain Nowd
instrance i amaunis reasonably sapsfcony u Seller

() OTHER TERMS. The insucance policy shall contain a loss payable cliuse in favor of beller
which provides that Sellers nght o ecover under the inswancs shall wed be impaugd by ony acls oF onissions
of Purchoser or Sellor, and that Seller shall ethoesse be aitorded oll vights and privileges customarily provided
i marigogee under de ao-eallod standird mongoaee elase.

(eh ROTICH OF DAMAGE. 1o the event of demaoge 1o the Premises by fice or other casuliy.
Purchaser shadl promptly give nolie of such dimage W Scller and the insuranee company.

1% Praddasdil PO CTHE PROPERTY.

[HY] APPLICATION OF INSURANUE PROUEELS. 1 the Premises is damaged by 1ire or oher
casaahy, the insurance proceeds paid on aecount of sch damage shall be applicd io poyment of the smounts
pavakle by Porchuser wnder this contract, even i such amoimis are not then due o be paid, unhese Mirchaser
miikes a permitied election deseribed in the next paragraph, Sech amounis shall be fiest apphed to uipaid
weerued interest aned nest W the installments o be paid as provided in this contract i the nverse order of their
iy, Such payment shall not postpone the due date of the installments to be paid pursnant o iz contrac
or changs: the moum of siuch installments, The balanee of insurince proceeds, if any. shall be the propeny of
Purchaser 1 Purchascr docs not make a permitted clection deseribod in the rext parapraph. then the anpaid
praneipul halance, woether with il seeroad ineres and otlier amounts due Seller sholl be paid ia Tl within

i
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ity divs sfter the date of the damoee o the Premises

(i PURCHASER™ FIECTION 1O REBLILDL 0 (1) Purchaser is oo in defl under tles
cOMPEet, o after curing weny such defEull. (i) the mortpagees in any pror morlgages and seliérs in ony prior
comacts for dead do nor requiee otherwise, (i the damage 0 the Promises occvrs morg than 240 days prior @
the date the Purchoger s eitine pecformmes umler this contract is dee pursunnt o parsgraph 4 ol this conimet,
ol fivd ahe Purchnser con complete the restorlion_ replacement_or repair of the domaped Proemises within 120
diys of the date of the damuge. then Purchaser imay clect 10 have that portion of such insurance procesds
neeessory 10 pepair replace or restore e Jamaged Presises (e repair work y deposited meeserow with 3 band
or title insuranee company qualified w de business i the Siate of Minnssola, or such other parly as may be
mutgrally gperecabile o Seller and Poechaser, The election may only be made by soriiten nofiee 1o Seller withan
gixty (607 duys alter the damaue oceus. Adso, the election will only be permitted 11 the plans ond specificaions,
contracts, vontmetor and subcemaciors lor the repair work ore approved by Selber, which approval Seller shall
nut unrensonably withbold or delay. 1Fsuch a perritted clection is made by Purchaser, Seller and Purchases
shall joivtly deposit. when paid. such insurance procecds into such eserow. 1f such insurmce proceeds sdre
sl Tivient e the vegdn werh, Purchaser shiall, belire the commensement of the sepiir wirk, deposit Into such
estrow sublicient sddhtioned money w inswre e Tl payment Tor the repaic worl. Even il the insuranes
priceeds are unavailable or sre usutlicient w pay the cost ol e repair work, Purehoser shall ot all niwes be
responsible w pay the Tull cost of the repare work. Al eserowied Bunds shall be held aml distarsed by the
esorovee i pecandoned with genenstly accepted sound constroction esciow and dishursement procedurss
approved by the Seller, which approval shall not be wacisonably withheld, condionzd, o delayed. The com
mcurred o 0 be ineurred on aecount of such eserov shall be depestied by Purchiscr inte such esorw betbre
i commencement of the repaic work. Purchiaser shail compleie the repair work as soon as reasonably possible
and in o good and workmanlike munner with new good qoality materiols, mad inany evenl the repair work shali
g completed by Purchaser witlin 120 duys after the dassee cecurs, 11 loblowing the completion of und
prayment Tor the repnir works theve renain any undisbursed escrow Tunds, such funds shall be opplied 0
payment of the amounts payable by Purchaser under tlos contract in accordance with pavagraph 10 {n) above,

1, INIURY OR DAMAGE QCCLRESG ON THE PROPERTY .

) LIABILITY. Seller shall be tree from Dabglioy snd ciabms far damages By reasen oUinjunics
oecurrisg on or aller the date of this contract 10 a0y person or persons or praperty while on or aboat the
Premises. Purehaser shall defend and hndemnify Selber from oll Tabiliny. Joss. costs and obligations, including
revsonable aiorneys” fees, om ateounl oF or ansing oul of ay such injuries. Flossever, Forchaser shall lave na
Liability or ohligaion o Seller Tor such injuries which are eaused by the nepligance or intentionn] wreng il s
or tmnaivs of Seller.

b LEABILITY INSURANCE, Pearchager shall, ut Purchaser’s own expense, procure and maintain
lipbilivy insamice mgains elaims for kodily injury, death and property damage cecurring on or abour the
Premises in amounts reasanably sutisfactory o Seller and naming Seller os an additionsl msured, The Habiday
insuriey to be mainined duriog the term of this contraet shall not be less than Five Mitlion and a1 00
Dollars (55000000 (0L S) per occurrence,

12, INBURANCE GENERALLY. The [nswrance which Purcliser 18 required (o procune and naiintaim
stz b pasngeaphs € s L1 ol this comyact shall be issied by an insarance company of companies ficensed
t <l buginess in the St of Munnesota or which may issee policies pursuant w the Minnesota Swphus Lines
Tisuranee Aot and acceptable o Seller. Phe inswronce shall be maimuined by Porchaser ot all times while any
smiount remaing unpaid untder this comrael, The irgusanes policies shall provide for nal less thon 30 days
aritlen natice W Seller before cancel lation, non-renewal, termimation or change in coverage, und Purchiser shall
deliver 1o Seller o doplicae orlginal or cenificaee of such nsurano policy o policics,

13, CONDEMNATION. ITall orany part of the Presnises is wken in condemnation proceedings wsituled
smder power of eminent domaln or is conveyed in liew thereol under theent ol comdemmation, the maney paid
pursuil 1o such condemation or conveyarce i licw thereof sholl be applied 1o payment of the smounts
payaabac by Purchuser under thiz contmet, even of sich manaunts sre nol then due o be paid, Such nmounts shall
be applicd st o unpaid aceroed indcrest ond pext 1 the insatlinents w be paid as provided o s contrct in
the tnverse trder of el vty . Sach pavment shatl no postpone the due dae of the insaalliments 1o be pad
purssani fothis vontenct or change the amount of such instillments, The badance. iCany, shall be the propeny of
P haser

4. WASTE, REPAIR and LIENS, Purchuser shall pot removs or demplish any buildings, improvements or
Fismarss v or Int lessated on or o pan of e Prendsss, nor shall Purchaser eonumit or allow waste of the
Preanises, except os pravided in the Option Agrecinent and any amendiments thereta. Purchager shall maintain
the Premises megood condition ond repair, Parchaser shall net create erpenmit o sceme lens of adverse clanns
sl e Premmses whieh constiite o hén or chinn againgt Sellers interest in e Promises. Parchzser sholl
Py o Selter all imoums. costs ind expenses, including ressonable stiorey s foes. incurned by Seller w remove

4
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any such liens or adverse chyims,

2 COMPLIANCE WITH LAWS. Purchaser shall comply or canse complinnee with all laws and
segulation of nny povernmeniul authority which afteet the Premises or the monner of uSing or operating the
s, and with all peswietive coverants, ifany, alfecting title 1o (e Premises or the use thwreof.

I RECOREING QF CONTRACT: DFFID TAX  Purchaser shall, ot Purchaser’s expensa. record this
contract it the oflice of Gre county recorder s reglsivar of tties in the vounty in which 1he Promises is located
within four (4} monilis atier the daic hereof. Purchaser shall pay ony penaliy imposed under Miniesata Statuies
Seetion S07 235 for Tilure fo mely recaid the contmet Llpon an agreed opon allosation of e Purchase Price
Betwern the Premises and the Facilities and Pormils, Seller and Purchassr shall, upon Purchaser's full
performmance of this comemct, cgually divide and eich pay one=half the decd 1ex due on the wmout of the
Purchase Mrice allagated fo the Promises upon the recarding of the deed 1o b deliversd by Seller

17 ARSI G BN

(=) If Seller asstgns iy taborest in the Preniges or this contneet, o copy” of sucl assignment shall
frompily b firnishod 10 he Non=0ssigRing pan

(b) Fhe Purehaser miay assign i6s imereats in the Premises and this contmgt 1o an entity owned,
controlted, anid managed by Puschasey (hereingfter the Furchiasers Fermived Assignee) withow releasing or
discharging ibe Purchoser from its oblipations thereunder, in which cvent the performance by the Purchaser's
Permitted Assignee of sl e Murchaser’s duties and obligniions therewnder shall be substituied Tor the required
perlormance of the Purchascr, uniil the Parmilted Assignes detaults under this comtract for deed, and upon the
Purchaser™s request the Seller shall exceute and deliver its consent thereta in recordable form,

e} [l o gy paict ol e Promises or any mterest i it is sold or pansteered (or i the Purchiser is
ot o iuenl person ad o benelielsl interest in the Powhaser i3 sold or vansterred) without Sefler’s prior
written consent, the Selter miny, ot its opion, reguire immedione payment in full of 2ll amounts semaining
unpaid heveunder, and inmediate perfonmanee of all the Purehasers obligations remaining to be perfommed
hersumder. However, this aplion shall not be exercised by the Seller of exereise is prohibited by fedeml low as
of the diane ol this contraer.

wh U Sebler exercives this option, the Seller shall give the Purehnser notice ol aceeleration. 1he
aotiee shall proyide & pered of net less than 30 dayy from the date the natice is delivered or mailed within
which Parchaser must pay bl amounts remaining vnpand kerewder. 1 Porelaser Lails to pay these anouts
prior to sxpiration of this pedod, the Seller may wn okie any rwmadics permitted by this vontrmet o by fow
withent sy Jarther nstive or demind on the Purchaser

18 PROTECTION OF INTERESTS, IF Purchaser fatls o pay any sum of money reguired under e terms
of this eontrel ar il 1o pedon any of Purchasers obligaiiens s st fort in this controct, Seller may. ol
Seller's optinn, pay the s or conse the same i be performed, or bath, and the amounts so paid by Seller o
thie cost of such performance shall he poyable at once, with interest a0 the rate stated in parngraph 4, of s
conskct, os on aduitionsl amount due Seller under this conteact. 17 there now exists, on i Seller hersafier
crcates, suflirs or permits o acerue. ooy morgage, contraet For deecd, litn or encumbrance against the Fremisey
which i not heren wxpressly assumed by Purchiser, sed provided Purchaser s oot in defuult under vus
comtrmel. Soller shall timely pay all amounss due thereon. dnd 1§ Seller fails 1o do s, Parchoser may, ol
Truschaser's option. pay any such delinguent amounts and deduet the amounts paid trom e wnstallment(s) next
nming due wikler this conumcl

19, DEFAULT, Mhe time of perfonsiance by Puichascr of the terms of this eoniract is an essential purt of
this comriset, and 13 -of the essenee”™. Shoukd Purchmser fail w tinely pecform any of the erms of this conlrac,
Selher miy, at Seller's option. elect (o dectare this commet cancelled al (erminated by notice o Purchiser in
weenrdnnee with applicable Fiw, Al right, title and interest aeqined uner this contret by Purchaser shall then
cease ans) werrvinate, and all impros sments made apon e Premises sisd all puy ments ade by Poichiea
purswant o this contmet shall helong 1o Seller as liguidated dunages for breoch of this eontrocr Meither the
eatension of the time for payment of wny s of money i be paid hersunder tor any waiver by Selier ol
Sefler's pights 1o geclne s conteact forcied by reason of any breach shall in any mamrer alivee Sellees nght
to eaneel this conirzer becamse of delauls subsequently occurring, and ng extension of tine shall be valid unleds
aprced d0 i witlng, Adler serviee of notiee of delaubt and fambure 1o cure such dedatn widlin the poriod allowed
by v, Purchaser shail, upon denand, surrender possession of the Prémiscs 1o Seller. bot Murchaser shafl be
entitled o possessinn of the Pramizes wntil the cxpimtion of such period

ML BINDING CEFRCT. Lhe terms of this contract shall mun with the land dad bind the parties bereto and
ther sicecssnrs in interas,

| FIEADINGS, Headings of the paragraphs of this comtract are for convenmenve ondy and du ot defing
i

F.&
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limit o construe the contents of such pursgraphs,
"L MNONCES. Any notice required or permitied hereunder shall be given by pursonal delivery 1o m
awthorized representative of a puty hereto, or mailed by United Staies repisiered or cortified mail, retum reecips
rewjiested . postage prapail, or transmaltad by faesinale copy Tollowed by mabled potice, o deposied eost paid

with o mtionally recogmized, reputable overnight courier, Notices mailed or tmnsmitied by pepuable overmight
cartier alwall be addreassed as Follows:

Seller: CITS Erie LLC
Hoyt Likes Plant, County Road 666
F. 0. Box 847
Hoyt Lokes, Minnesola 35750

Frare haser: Poly Ma Mining, Ine
215 B-W 1Y Avenue
Grand Rapids. MN 55744-2702

3% DEVELOPMENT, Seller is the owner of cenain real property located newr Hoyt Lakes, Minnesota (the
“Frie Site”") on which are locoted varions ore processing facilities Tormerly operdted by LTV Steel Mining
Company a5 port of that company "2 theonite minig dod processing operations (the “Properiy™ ) as well ns
certmn other wimng Tacifibes e be relocated tn the Property which factlities (the “Facilities™ are presontly
locaed on property at the Lrie Site (o be retained by the Seller (b “Remainmg Property ™). Purchasor agrees,
for saell and it permitied successors and assigns, thit 90 no nme shatl i devetop, use or improve e Fremises

vany mamner which shall materially interfere with the develupment impron enient or e ol the Remaining
Propeity. Purchaser further agrees that the Linited Warranty Deed shall contain a sestrietive tovenant, in form
and substimee sausfactory 10 Seller which shall run with the lasd, prolabiting sy development. improvement o
s ol the Prentises which mutersally interferes with Seller'a vse of the Remnaimng Propeny.

[FHE REMAWDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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SELLER PURCHASER;
LIFIS ERIE L.L.C. POLY MET MINING, INC.
i E
i L ':1+Ir
By i/ "-‘ﬁ-’f".ﬁt' ‘/: ) By __ LIy =

—_ 3 _'.....'i..:'.'_._._...'-l-';.l.-... S
e 4 .‘. Seurld f‘ i (‘f‘t.) s i s

STATE OF MINNESDTA )

| s
COUNTY OF _Beunsgaiin)
['his instrement was ocknowledged hofore me this 59 day of
Trethenssy e Prosddond- & £ of CLIFISE
STATE DV MINNLSOLA )

SOy, L el the limited limbility conpang .
CA‘SL ;I'ublqc ii;'
l @k
COLRNTY OF "hm!ﬂﬂ

Chis mstrpnent was seknowledped before me on i__ﬂ"' day of W y
N the Reatelapi €500 0f POLY MET MINING, INC.. 2 Minnesoia
comporatiun, vn bely “of the <ol poraliun,

bz, 2005, by Jowres /b

AMY JO DITTY - '
mmm..! Cimg G2

1 e P s 20 013 afy Publie
TS INSTRUMENT DRAFTED BY, eal estate iy statements should be sent o
MACKALL, CROUNSE & MOORE, PLC MOLY ?u'll",];MlNI.‘\[j IR
1400 AT&T Fower 203 MW Avenie
PO Manguetle Avenue Girend Rapids. MN 535744-2702

Minneapadie. MM 534(12.2859

IF 1 E.C . 0 Delaware mited Habilin

F.8
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EXHIHIT A

Lagal Description of Premises

[ARactied ot Comract For Deed Trom Clills e LL G, (os Sellery w Poly Met Minng, Tie (o3

Furchaser ]

All the real property located within St Louls County, Minnesons. fegaily desonbed s

fosllonns, d=swiy,

MW ool MW R SW Ml NW b NWO L of SW Ot and S0 of BW L Seehon 2,
Tavwnahip 59 Nonh Range 14 Wear,

Saction 3, Township 59 Morth, Range 14 Wes,

Sevion 4, Township 59 Monl, Range 14 West,

Section 3. Township 59 Nonh. Range 14 West

I broi NE Y Yol SE b, Section 6, Tewnship 3% Norh, Range 14 West.
154 of WE e, NE V9ol 8E W, Section 7, Township 39 Nonh, Range 1 Wt

WH b, W Y except ruilrosel dght of way, W Y exeep: railrond dght of way, 5 4 except
ralroiadl cight of way, Section B, Township 59 Morth, Range 14 West.

Suction 9. Township 59 Nenh, Rangs 14 West,
Seetion 140, 'I'(ywni.l:i;p A8 Meriby, Rane 14 W,
WOl NWO Y, Secton 11, Fowiship 59 Nort, Range 14 Wess,

That it of the NW % of Section 15, Tovwnship 59 borth, Ronge 14 Wes of the Fourth
Prancijad Meridian Bing northerky of o b Iving 200 feet nonh ol tw faHowing
deseribed line, mensured perpendicutor thersto aed perpendicalar 1o the angent 1o curves
therein:

Commencing ot the norrhwest comer of said Seetion 133 thence Sowth U3 depress
40 minutes A0 seconds Fost based on the St Lowis County Cenead Foue
Coordinale Systern o @ distance of 00.76 feet 1o the POINT OF BEGINRING:
thenes North 36 degiees 44 minuies 10 seconds East 123577 feet thenet along o
pangentinl curve concave 1 the sputh having a rudivs of [699.87 Teet, the chord of
which hears Smith 65 depress T minmes 06 seeomds Fast with o chord length of
1415 84 Feel, thence North 85 degrees UF minutes 37 sceonds Last 16741 fea
more or less Lo the cast line of said WW Y of Section 13 and there i@eminating.

Moval NE b N Mool MW s SW 0y of NW be and M ol SE W of NW S, Secien 16
Tosnship 39 Mocth, Runge 14 West

1 ol NI, Section 17, Township 59 North, Range 14 West and that pan el the 5W %
ol the NE % of Section 17, Township 39 North, Range 14 West of the Fourth Principal
Meridion tymg costerly of o lin lyug 40 Fect west of the following deseribed line.
measured perpendicular thenas, and the exiension thereak to the south boundary of spud
SN o the NE Y

Commencing a the Center Quarer comer of said Seerion 17 thence Norh 89
degrees 14 minutes $9 seconds Enat hased on the S, Lowis Couniy Central Fone
Conrdinate System for 1 distanes of 986,23 fect to the POENT OF BEGINNING
ihence Naph 06 degrees 28 mintes 39 seconds Fast 122455 feel more or fess o
thie poribs fine of the $W ' of the NI % of said Section 17 and there enminating,

snd that paet of the WW Y of the MIE 4 of Section 17, Township 3% North, Rapge 14
Wit of the Fourth Priscipad Meridian bying easierly of the following deseribyed line:

Commencing ol the Norh Quarter comer of said Seetion [T: thence North a8

F.9
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dlegrecs SO mimles 33 seconds Lt based on the S0 Lowms Coumty Contend Zone
Coordinne System for 2 distanee of 486,80 feer 1o the FOINT OF BLEGINNING,
theenee Sowrh 11 degrees 19 mimutes 22 seconds kast 71070 feet; thenee along a
tungential curve concove 1o the aest haviog a rodius of 149437 fewt, the chard of
which bears Nouth 00 degrevs 27 minutes 53 seconds West with a chord length of
S05.4% feer: 1o the south Fae of the KW % of the NE ' of said Section 17 nnd
there temminating,

NW G ol SF L, Section L8, Townehip 59 North, Range 14 Waest, and that pan of the SF%
of the W Y and the ME % of the 5% ' oof Section LB, Towvuship 3% Morth, Range |4
Wkt of the Fourth Principal Meridian lying nerherly of the following described line:

Clomniencing o the southenst cormer of the NE U of the SW 5 of said Section 18
thenoe North 89 degrees 3% mmimes 33 seconds West based on the 51, Louis
County Central Zone Courdingte 5y stem Tor a distnge of 33397 w il POINT
OF BEGINKING: thence Sowth 65 degrees 20 minuies 76 seeonds West 484,44
feet, thence Morth 23 degrees 19 ovntes 04 seconds Wt 1244 30 Feet: thenee
on o langential curve coneove 1o the soulbwest having a radiog o 51737 fect Lhe
chord of which bears North 33 degres 16 minutes |9 seconds West wilh a chard
Fengrh of 204,99 foes Lo the west Fne of the NE W ol ihe SW 4 of wid Seetwon 18
and there wnninoing,

B of ME a1 Yaf SE Ve Seewon 31 Towoshop 60 North, Ranpe 14 West,
Seeiivn 32 Township 60 North, Ranse §d Wes,
Section 3% Townabip 60 Morth, Range 14 Wea,
Scction 34, Township 60 North, Ronge 14 Wes,

Wldal MW AW Lol SW Y Soetion 33 Towiship 60 Mo, Range 14 Wea,

Fs
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EXHIBIT D
Perminted Encombrances

Ihe Tofkowing ivems, ds sl 1o the cxtent desenbing or allecting the lands descriteed on Exlitst S
the contiet:

1. Recitals on Cemificate of Dithe Nos, 232425, 258750, 268,917, 271756, 209241, 3001 56,
300499, 300839, and 302574 filed inthe oflice of the Begistar of Titles inand for S1 Louis
oty Minneson.

pr e Tnidenture s Lense made as of Ocober 1, 19492, fed as Docament o, 647175 in
Bk 746 of Deeds, o page 210 tieresd, inthe office of 1he Comnty Recorder mand [or 51, Louis
Counte, Minnesot. on Movember 30, 1943, and all sosndiments thereto Gdenified by the paries as
the “Stane | eose” or “Leose 1-D-737) and the Assipament of Lease related thevers doted Al 12,
TS filest as Document Mo, 20866 in the office of soid Regestmr of Tiles on Apal 20, 1979,

i I he Lis Pendens doted Aupust 22, 1945, filed s Document No. 175919 in the offiec of said
Fozgistrir of Titbes on Sepuember 1, 19435,

4 e Final certilieste daled Apl 8, 1908, filed as Document Mo 195971 in the office of siid
episerar of Tiles on Augost 19, 1943

5 Pl Order authorizing execution of o Lease. which Order 15 dated June 13, 1957, filed as
Document o, 237631 inthe oflive o said Reistram of T on Juse 14, 1957,

fi Ve Petition by Minnesoti Power & Light Company dated Noverber 23, 1977, fled as
Documen béo, 407115 in the ofTice of said Kegistar of Thiles on November 25, 1977, and the
Dociment Mo, 06006 therein referenced.

o The Pevmit in faver of rig Mining Co. dated July 20, 1981, filed 65 Document No. 440472
ity g oflice of said Repistrar of 1itles on September 16, 1981

B The Dimber Deed in favor ol Minneseto Pawer, lepally incorporsed ay Altee, Ine., deicd
sdpvemiber 77, 2007 (led as Document Mo, 738117 i the oflice of suid Registrr of il on
Phreceimber 23, 20602

9, The Timber Deed jn favor of 8.0, Warren Services, Co. dbla Sappi line Papers Nonh
Amntrici, dated Deeember 20, 2002, filed as Document Mo, 739059 in de ofTive of said Regisirar of
Fieles on Janwery 9, 2000

WL Phe Timber Deed in faver of S.1. Wagen Services, Co. dbva Sappi Fine Papers Marth
Arnerica, dntad June 5, 2003, filed s Docuntent Mo, 752313 in the office of said Registrar of Titles
o Jume 24 2003

. The Avvendirient o Timber Dead in favar of Minnesota Pawer, legatly incorpatated a3
Adlete, D, dated July 12, 2003, filed 28 Document No, 84623 in the office of said Regiswar off
Tnles on Sepember B, 2003,

L Phe Romdway Accoss License Apreement of even dale herewith executed by the Purchaser
in Fvor ol the Seiler. md tha dghis Gercin contaimed.

13 The Cas Pipeline License Agreement of even ditis herewith axvewed by the Purchaser in
faver of the Sefler, end the riuhs theren comtiine L

14, I e Water Fieilities Liconse Aprecment of even dide horewith ¢xgeuted by the Purchaser in
fovor of the Setler. smd the nghts herein coniained.

|5 (e Kaitroad License Agroement of even date herewith exceuted by the Purchaser in favor
of the Beller, and the rights therem contined.

I6 The Denwilition Lisense Agreement of even date herewith execuied by the Purchaser in
Tivor of e Sefler, and the ghts thersin gonained.

F.11



JUL-E7-28808 13:43 FROM:POLYMET -MIMING EE4EE24TES TO: LE4E3653E36

I17. The Eavirommentt Remediolion znd Reclamalion Ersement herein reserved Lo ihe Scller,
and iy successors oid assipgas, set Torth in Exhebit C (o this conract

i

F.12
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EXHIBIT C
feserved Easements

Abteched 1o the Contrae for Deed from Clifs Ere
LG (as Seller 4o Paly Met Mining, e, (s
Purchsser)}

Envisonmental Remediation znd Reclamation

A easenment over, under, and semols the Premises is specitieally boreby reserved wmo and for
the benefi of the Seller, and its successurs wnd assigns. for the porpose of perfrming uli
environmenmal vemediation and reclination sctivives oo 1he Premises that may be required
pursinl o Seller's Pernu o Mine, Mine Closere Plan, environmentol permits issued by (he
Sttt of Minnesoli. nnd the Siate Moster A greenent smong Seller, the Siate of Minnssowy the
Minnegsato lon Range Resources and Behabilitation, the Minnesotn Departivent of Natural
Resourees, Minnesota Polluion Contrel Agency, the Minnesow Department of Revenue,
Ulevatinch- CREG Tnw, Minngzots Power, Roiny River Energy Corporation - Taconite Harbor,
LV Steel Mg Cowpang . and 1.3 Steel Company, Ine, (ee, the “CE Remediotion
Ubligaaions™), The easemant shall be for, without limitntion, ingress and egress, oxcavition,
ermunriig. wmth moving, blasting, lling, denwolivon ad removal of buildings and struciores,
woil or sebstunee nemosal, soil, viv mnd water testing and monitoring, and all other actions
inickental to or requived pusuant 1o e CE Remediaion Obligations  This easement does noet
wheate wny dudy, obhgotieon or Labilioy whatsoeser (o pertomn the O Romedistion Dbhesnons o
th Schler or any therd paoky; it s strcily for the benefit of die Seller and 115 stocessons aml
ETCTHIN

15y secepting this contract for deed, the Purchaser, and 13 suscessars and Hssigns., consent w he
[erlomance of the O Remediation Obligaions by the Setler, and its successors and assigns, il
fontd 1 the extent reguiived by the Serte of Minnesota or an apgency theveof] @5 a0 lmprovement
Hhei Premises for the purposes of Chapier 514 of the Mimesota Stibutes. and w any mechomes’
Lyen e i arise thereuncder.
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PolyMet Mining Corp.
Subsidiaries

Exhibit 8.1

Name of Subsidiary

Ownership % of PolyMet
Mining Corp.

Jurisdiction of
Incorporation

Names Under Which They Do Business

Poly Met Mining, Inc.

100%

State of Minnesota

Poly Met Mining, Inc.

Fleck Minerals Inc.

100%

Ontario, Canada

Fleck Minerals Inc.
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EXHIBIT 12.1
CERTIFICATION
I, William Murray, certify that:
1. I have reviewed this annual report on Form 20-F of PolyMet Mining Corp.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to

make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the company as of, and for, the periods presented in this report;

4. The company’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the company and have:

a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the company, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

b)  evaluated the effectiveness of the company’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

c) disclosed in this report any change in the company’s internal control over financial reporting that occurred during the period covered
by the annual report that has materially affected, or is reasonably likely to materially affect, the company’s internal control over
financial reporting.

5. The company’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the company’s auditors and the audit committee of the company’s board of directors (or persons performing the equivalent
functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the company’s ability to record, process, summarize and report financial information; and

b)  any fraud, whether or not material, that involves management or other employees who have a significant role in the company’s
internal control over financial reporting.

Date: July 31, 2006 /sl William Murray

Name: William Murray
Title: Chief Executive Officer




Filename: v048310_ex12-2.htm
Type: EX-12.2

Comment/Description:

(this header is not part of the document)

EXHIBIT 12.2
CERTIFICATION
I, Douglas Newby, certify that:
1. I have reviewed this annual report on Form 20-F of PolyMet Mining Corp.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to

make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the company as of, and for, the periods presented in this report;

4. The company’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the company and have:

a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the company, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

b)  evaluated the effectiveness of the company’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

c) disclosed in this report any change in the company’s internal control over financial reporting that occurred during the period covered
by the annual report that has materially affected, or is reasonably likely to materially affect, the company’s internal control over
financial reporting.

5. The company’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the company’s auditors and the audit committee of the company’s board of directors (or persons performing the equivalent
functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the company’s ability to record, process, summarize and report financial information; and

b)  any fraud, whether or not material, that involves management or other employees who have a significant role in the company’s
internal control over financial reporting.

Date: July 31, 2006 /s/ Douglas Newby

Name: Douglas Newby
Title: Chief Financial Officer
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Exhibit 13.1

CERTIFICATION
Pursuant to 18 United States Code § 1350
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

The undersigned hereby certify that the Annual Report on Form 20-F for the fiscal year ended December 31, 2005 of PolyMet Mining Corp. (the
“Company”) filed with the Securities and Exchange Commission on the date hereof fully complies with the requirements of section 13(a) or 15(d) of
the Securities Exchange Act of 1934 and that the information contained in such report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

Date: July 31, 2006 By: /s/ William Murray

Name: William Murray
Title: Chief Executive Officer

Date: July 31, 2006 By: /s/ Douglas Newby

Name: Douglas Newby
Title: Chief Financial Officer
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{print rasidence address, including postal cods -

(the "Issuer').

Subjest and pursuanr o 0% Wrms s oul in Appendix L uttmched heveld, tu_wa hereby lrevooably suhscribes for, end o
Closing will purehase from the Jssuer the following sacurities wi the follnwing prise:

A 253 X _
£0.80 per Unit for a total purzhass prics ﬁfs,mrm.

Thé Purchaser hereby dircctt the Issucr 1o insus, register and deliver the cortifleaas representing the Usils as fallovs
wistramen Inssryctions (if different fron ahove):

M ums b appear on cérlificate

(&, togye refovence, [T applicable

L4, cielre gy
; Teiephate Number
FXTCUTED by the Puschascr this 7 day of_{eallyr, 2004
WITNRSS: EXECUTION BY PURCHASENR:

umu&umﬁngm&&&

Sigoemire of Wilness Signanize of individual (if Purchases s en individusl)

i 3 I Purchasss is jaf sn individual)
Mame o[ Witess sushorized shgnstory ( nat

& of Purchaser (pleasc print)

A dedraxs oF Wimess

Name of Authorized signatory {plesse print)

Address of Porchuser (resldense i an individus])

F'HEMLIMF'WHWHMM.&M
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APFENDIX 1
DEFINITIONS
Yn this Agreement, whith includas the covar page ind all of the Appendices, te following wondy have the foliowing

Theanings unlses etheraise mmdicaued:

g peredited Mvestor™ has Ui meaning defined in MI 43-103;

“aApplicable Lepiulation™ mains te BC AS, tegother with dho megularios end nfes mpds nod promulgaled
herewnder and ail sdnoimistearive policy Masements, md rulings, sedces, and other adminfstoative @recrlons issied
by the BC Commission;

SHC Act” matns the Securiles Acr, (British Columbis) REB.C. 1956, a3 amended, ®ie regulations and rules mude
{herrrmder ged ol administrutive poliey stulaments, notdes, directions snd rulings issuad by the BC Commisgion:

“EC Commisrien® moans ths Biich Cohambia Setwrides Commissfon and the person appeimad by it ag the
exsoutive dirscton

“BOT" mesms BE Instrument 72-503, ssiitled “Diswibufon of Securities Quiside British Columbia®™,
“BC Rudes® means Use rales mads under the BC Asl;

&C1ase Business Associate” hat The meaning defined in 45-163CF;

#(loge Personal Friend™ has the m dafined in 45-103CT,

“Cloging" means (o dey the Usils ere issied w the Purchager:

*Digelosure 'Ra:n‘rd" has the mezning ser forts In sub-parsgroph 5.3(e) heraafl

~[istribution™ meins the propesed issuance of Shares and Warrants to the Purtheser;

“Exchgnge” means the TSHA Venaue Exchdags

“Exchangs Pollcles” mesas the rules end policies of he Exchangs;

“Pling Dea(line” meang 1he daic the Privale Flaccmen: docamentation Is required to be filed with the Exchange, o
uny extension inerzof; :

“Final Closing™ means the lest closiap under the Privaes Plueetaent

SMI 45-1027 means Mulfiaerl strapest 45-102, "Resale af Securities”, daad and effective March 30, 2004,
fasped by the Canadion Secirities Admizdaraors, wod adopred by the BC Commission;

upd T 45-10357 means Multilarera) Tnsumens 435-1 03, “Capinl Raisng Ewemptions”, deted and alfsctive hMacch 30,
2004, coued wmmswlmamwmrmwwmmmmmx

“Offering Memorandsm” mesns an Offtring Memorandut, if ny, prepired by the Lssuer in conneckica with e
Privae Placement, as it way be amended frow Ume o time;

wPrivate Placsment™ moang the offcring of e Units on the jamy and copditions sat gut bersin;
“Repulniory Authorities™ means e BC Camnissien and the Exchange;
weecurities™ meuns the Units, tha Shares, the Warsanes sod the Warrand, Sharcs;

ﬁmi!wﬂﬂmﬁm
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dGhares™ means the previgusly unissued comunen shares in the capiial of the Lisuer, as prasenily constiukd, whiah
will be lssuad as port of the Unbis;

"uniu"wﬁnuu.iuormmmbaoﬁmdww;hmpmmmmmhvmkhm
providad in (his Agreement; .

WWarrants” moans the shere purchose warrants of the fisuer, which form a part of e Units and which have ths
serms provided in this Agresment and the cowificates Taprassaiing such shere purchase warmants;

“AWarraat Share” means the proviously unisssed common shares in the capital sock of ihe Tsmec, 25 presenaly
congituled, which will be Issued an execcis of the Warraahe; and

451000 mesns Compuaion Policy 45-103CF o AT 45-103.

12 -.nuﬂsmmmmammwmmwﬂymmm@:*vﬂ.ﬁm“mmw
Simbes".

1.3 All references to Girréey I this Agrocment are referancss 10 Canadizn dolinrs.

2. _ PURCHASE AND SALE OF UNITS

1.1 Cach Unit consdsts of one Shars snd ana-hall'of sne Warrant. The Shares and Woranis will be Issusd and rogiseered
in the nama of the Purchaser or its nomines.

22 : 'Ihr.imr.uﬂuUtuiswillmwﬂiﬂnrpmmﬂum&lwobmmmhwnmmﬂWhm
addilional seouritieys errights. '

3 WARRANTS

3l mﬂg}nmpm-dwav.’mm:mmdni‘wimmbumﬁn&um}rwuunmamufbuﬁnman
u;u!;dlywhichiallnwrxﬂ:shmﬁdmmhwm*aslssundmmhnldm -

3z The Wisrents will be issned and registerad in the name of the Purchascr or it nbminee.

33 One whole Warmyn: Wil emide the holder, on excTeiss, 1 purchase one Wt Share at a prite of 5120 pur
Warrank Share.

3.4 The Wirrants will be non.ransfirable, exespt s permitied nnder the BC Act

3.5 muﬂmwmmeﬁﬂ.mmmmMMnWUMWmmmm
adjustment in the class, munber and price of the Wazreant Shares istued upun cxencise of the Wdnls upon he occpirence of carain
event, incloding ary subdivisien, consclidation o réclustification of the Jssuar's common shares, the payment of stock dividends and
the azalgamatlan of the lssuer, |

3.6 miuunnt'tb:Wmumlmmﬁuu'mtmmﬁﬁmmmmﬂmﬁnz,mﬁmm
Miwﬂmﬁﬁaurﬁ%dﬁmmmmmdmwmmwhmm
4, ATF

a1 The Tssuer Hled a Form 20-F, emirled “Annual Report pursuant te Section 13 & 15(¢) of the Saurities Exchange
A oF 1934", 0 a altemative form of ATF with the BC Cenpmission.

p:hWwanxwﬂJMimm
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5. WARRANTIES AND DISCLAIMER

3.1 WWamﬂmmm,mmm“mmmmﬂwﬁhﬁnmmhuttmmeﬁm
above and 2t the Closing:

{a) =zo prospeewis has bz fled by the Issaer with the BC Commission in conacction with the issvance of the Usiis, 1w
mumedmmqmmpmmwﬂmfmwmwwmwm

(& ths Purchaser Is remricisd from using maost aFthe civil remedics availabls under the Applicable Leghilution;

() the Purchaser miay mot recelve jaformation {hat wolld otherwise be requited 1o be provided to Wim under du
Appliceble Legislarlon: wad

(i} the lasuer is rolieved from srtain ablignions thanr wenld otharwise spply uhdas the Applicabe Legistation;
(b)  trveshlent Lo British Columbia:
1B.C. - 5. 74(3)(1) - exempt purchasers]

(i} tha Purchaser 8 the Busizess Devaiopmest Bank of Canadu, u bank, eradls unlon, trust COMPAIY OF EXTrd-
gl Lrust corporation authorlxad fo weTy on butigess \nder the Finamcial Institutfons Aci (Brlilsh
t:alnmbm.ampomianmukumndiwnfnbnﬂ;andwwﬁduhm Cempantes dm {Canada)
applies, the B.C. Communivy Financial Servioes Corporaton esteblizhed under tho Cammunily Financial
Services Aet (Rrldsh Colaumbin), mdwwwnyormmmmmuimmmmﬁm
licensed 10 do businzss under the Financicl Mo Acl (Briish Columbla), & subsidiary whoily qwnaed
{m:mhrvmmiﬁumuhdhgdww‘bcumahrdhm of that subsidiary) of oy of the
[Farsguing, the govemment of Casada ar a provinee, or & municlpal corparation, public bomrd or commission
irl(‘.'.annda'

OR  fBC 5 THEY- exemplion order]

o (i MWHMmp!W,hmmeiswmmmpmmhm
onder made by the Exssanive Diregsor of the BC Commission.

OR  [BC-nT4@(Y 897,000

(i) tha Pm!m:rummmmimum:uﬂumwwuqmmmmrmmumm

Purchaser i not lesa thag §97,000, the furchaser is ot 8 corparation, parmesship, Tus, fund, mssociation,

ot amy other organized group of persoas credied solely, or uscd primarily, 10 penmit e purchase of o

Units [or other similar purshasss) by 2 proup of individuals whose individusl share of the npgreglfe
acquisitlon eost of the Units is lzzs than $97,000, sad B Puschaserls vither:

purchising the Uit as principal and no niher person, corporazion; finm or other orgarimtion will
have & heneficial inlercst ia the Unlts; or

(B} irwmmmﬂmw is

0 duly ptharized (o o lome this subscription und 10 execur gll decumeatation 1n
compcstion with the porehase on bahalf of cach henelicial purchases, it belng
mwled;mm1nmisnxrmhmmmwudbrhwwﬁsﬂﬂcmu
confidemizl basis To securines rogulidory authorjlics the identity of ceoh brosficinl
puchasar of Ugits for whegn ths Purcheser may be 2etagg und ls

(0} & s compuny, lnsumencs eoaEpary oF amancial jnstuton thay bas been
authoriged te do tusiness umder e Financial Mstiveiens e (British
Columbia):

mu{w-MMWiwm

n .
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(6) o adviser who manages the fmvesmeat pontiblio of lients dwough discredonary
mmhjmnrmmmmhmwas & portfblio
mitnager under the BC At er is extmpt from such regisation;

(o) awummpawnrhm.m&mwlamofapmm:nrmnf
Cangds ather tan Britith Columbia to cany on business in such province or

(@) & portfilio mansger ropluesed or eamapt fom reglstnition under the lwws of &
provines o teritery of Cagode other than British Calimbla; o1

() o porfolio manager 0 & jurisdiciion plher thas Canacy

mihhmhuhgmmwnmwmmﬁrumﬂsmnmﬁmympdby
mﬂmw@mmnf:ﬁlﬁmpmdfwmmwmumw
by it 2 not leas than E97,000; or

g0 s mcting as emem for one or mers discloscd principals, eagh of whicls principals Is
purshasing os 3 printipal for 118 oWn acsdunl, 0O1 for the banefit of uny other person, 2nd
w:wlduﬁwwthaunncrdmmundanumyﬁfmmmmﬁmhﬂfwhm
pmdplsmmpsmﬂmmumsnmmwr;

[BC = 5. 74{2)(?) - Director, Sewior Officer; Empieyee]
(iv)  ths Purchaser it:

(A)

&=
©

mwmmhmﬁm'w director of da employos, senter officer or dirocter of an affiliale ol
fhe Tepuer, 30 Eﬂn:ulhupﬂmunnlm:wmpmmhywum&mnfmlmmur
eontimed ¢mploymear; )

p wysue on bokalf of 8 parsos welimed ta In mbparagraph (A, or

an e all ﬁhvuﬂmmﬂﬂﬁmemﬁﬁaMMWmum of th& pargons
;cﬁumdminmbparwm

OR  [MI 45-103 3.3.1 = Famlly, friends and businss assuciares]
(vi the Purchoier is purchasing vhe Unlis as principal, and Is:

(A
@)

(=]

L)

a direcior, serioy afficer or comiral person of U Lisuer, or of an affillate of the Yssuer;

a gpouse, parent, grondpurent, brother, sigier or child of 4 diracior, segior officer or cantrol parsed
of e issucr, or of an affilisg of the lesuer oF

ammum'nm,mwauuorm qmafs&mm,:nlurntﬂmwmwoi
porsan of he Issucr o of an affilishe of the lsauer,

a ologa parsons] Friend of o director, senior officis o+ canmral parson of the lssuer, o7 off an afSilete
of the [snen

a1 clost busincss assosiate of a directov, sslop officer or coptrod persan of the lssuer, or of an
alfiliate of the Issuer, or

p.-wmuuwwwﬂmm:tm

473-9°d
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1

@
(@

()

L]

) & founder of he Iruor ar & speuse, pareol, grundparent, lirother, sisuar, chaild, close persoaal friend
wmwmd;wdmim

(G) lmemdm'mL,bm‘bsf.ﬁmclrﬂlH ol the spause of a founder of the fvsucr,
{H3 upmuﬂnrnnwoxwﬁnhamwnimwuumﬁu are beneficmlly cwmad by, or &

* majority of the dlrectors i, peratos of sompualed described in subparagraghs () to (G); or

m nmwmuiu&dﬂtdlofhbmaﬁniwhmumjmoﬁhnmmwuwm
campanies deseribed iy prrapraghs CA) to (G,

JAT 45163 — 5.4 = Aceredited Investor]
iy A mmukmhmmumumﬂwmuuam.ﬁMlm.

(5) mumwmmﬂmtdnumtmlrw1dwmnfamﬁhmw
circumstancas raferced to In subseotion (A

if vecidont sutside Cansds apd the United Statcs, the Purchaser:
m is imowlcdgaable of or has bera independentdy advised as 1o The applicubls securities laws of te geclritles
regulatary authorities I:nh aathepities™) baving application in e Jurisdiction in which the Purchases |5

resident (the *|pltToaLionsl Jurisdictlon™) which weuld apply 8 1he acquisition of the Purchasar's Uaits, il
any;

iy is purcheslog \he Pupehuser’s Units pursuant io exsmmptions from the prospoems and regiynation
requiremens undér the applicable eacyritien lwws of the Aulheritics i tha Inpernpdena) Tulsdicton or, if

such is aor appllpable, the Purchasey (s permitted th purchaso the Purchaser's Units under the applizable
m;smniﬁuhw af the Authurites i the Lnternalicnal Jurisdiction without the need 1o rely on any exemplion;

() the applicsble secniie s of t Aucboriies i the Liecariooal Rfirion do pot equlte the iauct o
mmmwmumWMufwmmmWMMwﬂnﬂmm
hwmwmﬁﬁmﬂimm'ﬂhﬁcmwsﬂtnl'l'mleufﬂn:?mhﬁlr'xvu:iu:

the: Purchaser has received a copy ofthe Offring Memorandum, if any;

mmamﬂm?mtﬂa'shmﬂdﬁwmmmmmaﬁad:
mpmhummmm:?mhmmy_wmmwmﬂwmﬁnm

13} mumpmmwiltrmnumrmmsmuﬂms

(0 Mwwmm;wdmammwuutmwM

{Lli) g5 1 the fiture prics orvaloe of wy of the Securidos; or

{iv) drulh.tﬁemﬂduwillh-:ﬂmdudpwwﬂfwwd‘uamummmicmthﬂmﬁsﬂmmm
mmﬂnmipmmimﬁﬂamm‘ntmm other then the Exchange;

(s subscripiion has not beds solisited Inmmﬁmwm:uymﬂwupﬁnmwﬂm
the Purchaser is oo @ “control person” of the [ssokr &= dafined in the Applicable Legislstion, will aot beceme »

“gontrol peason” wmdﬁ:wﬁmafwﬂmww{mmwﬂwmm concadt Will any
ndm*pammhmtmﬂmﬁmimur,

p.'lemWwwmluﬁmdw

AT-4"d
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(e}

#®

()

()

()

(0]

mmwmm:nm?mmhwu in the United Staies snd ol the thma the Purchaser's buy trdor
uum,mmmmumm'ummm

the Purchager is not a U5, Patson;
tha Purehasce bs not and will ot be purchasicg Unlts for te acsouat or benski of pay U8, Person;

the Purchaser [armmmmhhmumwmmhmﬁmmmmﬂsmhgﬂmdm
mvmmmu-ppmum-mﬁﬁmmmmlﬁuﬁnmmh{mmwwum i s
Mhﬁmﬂu}hmmumhhfwmﬁwx with appiicshls osale restrichions pad, mlsject o the
uﬂmpmv]ﬂnmo[lhismwﬂmbkmwﬂﬂ

the Purchiger bas no Mtdyofa.*mm‘lﬂﬁd‘nr"mmﬁ-uhw {az host teons are defined in the Ay in
:henﬂiﬂormmmm“mmwwhmwm savre: knowledge of this pardcular

thuunﬂummwmmmmﬂmmﬂmwmwmmmmwn@nm:u
:mhmehhahlignhuumminmhwmm;wmmwuhymmmwdm

ﬂmm:h&uhuﬂzluylcm;-dnmmwﬁnmmmmmﬁwmuwmmmwm
required pursuant hecets and, it the Purcheser is & cerporativn it 1 duly and validly subulsting andet the
laws of iis jarisdiction of Incorporaion end sl necesswy approvals by jts direciors, sharahynlders und othars have
mwmnmmniwwmwrﬁmrm

the mnlering into ﬁdﬁﬁmﬂmﬂhmmuhmmmdmw-m not resull in dhe vialation of &y of
the ks mad provistons of axy sw applicahle tn, o¢ the conupting documents of, the Purchuser or of eny agreemenl,
wruuww.mmlehmrwehuﬂmwhmpmﬂw which bz ks or may be bovnd;

is Agreement hag baen duly cxecmad snd defivered by the Purchaser and copstilules & lege!, valid and binding
mmwmnmmcwuwwmmﬁ

mpmuummhmurmm»wmnmmww Imposed in respect of the Securitiss by
saquritics legisiation hunjwhdmwimmmrmdnwmidumdwdkmlwmmmwmﬁmmm
mﬂcrcwdn;dwmmﬁﬂhﬂdpulm for e Seourities and is pware of The visks and siher characteristies of
lhe Seourities and of (e for thar the Porthassr may pot be ohia 1o resell the Seourides mcept Lo acsondance with the
vpplicable scurittes laglslation and vepularory policics;

hmm,mwmmlywm&mmrm&minmdeuhme provinee or
Jurisdicthon seL oul on the cover pags of this A grecmant;

if vequired by applicabla securitles legistation, policy or cxder ar by “j securitiss commission, stpck exchinge or
ather regulakory authority, the Purchaser will exaclte, dellver, file and otherwise gsuist the Tesuer in filing, such

TRPOIE, undctiakings and othey documenis with sespecs to thie jasue ofthe Securities as naay be reguired;
the Purchaser ackaowizdgas that the offering of securities under this Frivate Plapnam i restrieted ta yurchasses in

Canada that are yesident n Brixish Calumbin anly, 2nd In such other jurisdictions surdide Cansda and the United
Siates, where such scourities may be lnwlully offered for sl

thes Purchiaser sckoowledges hak

] anﬁummiﬁmxmﬂuwlmmmwMurpm oh e merits of he
Saourites;

{ify thers is no govemmant [reurspice covesing the Securites;
() aace are rsks mssocisned with the puschuse of the Securities:

r:hiﬁnﬂl—:mﬂpa&mfwwmﬂa

L178d
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to the Popcheger, and

(v) the Purchass, or, whese the Purchaser iz not purshosing as principal, each bansficial purchaser, has such
kneulatge in Fmancial and business sffalry as 10 b2 capahle of cvaluasing the meris ead rsks of its
Iwmmﬂuahumbmwmmmicﬁskafmaﬁuinmmq and

(o) mpmﬁuu:gulmmsw:mmmmdmmhMMWﬁH he e and
correct Both as oF the execiion o this subseription and a5 afthe day of Closing.

52 The forcgolng repesentations, wmnﬁusMcwmmmnduhylhohﬂﬂnruﬁhﬁelmmmﬁfmmﬁﬂwt:q'
the Tgsuer in depermining is suitbilmy as o puschaser of Uniss, and the Furchaser horchy agrees w mdemnlly the lasuer againar all
losses, cloims, Cusis, Gxpeuses and cdamages or Habilities which fr may quffer or incur &% o result of reliance thersoa. The Purchater
methmlmﬁwwmwwmwmwmmmﬂmmmmmpm
mmmmwmplmmwummm

53 mmwwmwh?wﬁwﬂuﬂﬂmummmmduumﬁm

{r) the Isues and Ics subsidincies, if any, vt valid and subslsting corparations duly incorporated apd in good sanding
under the laws pfthe juclsdistion In which they are incorporaicd, continucd ar amalgamased;

) (e Tssuer and it subsidlories; Lf any, are duly regisiered nod lisspced 1o samy on business in the jusisdictons o
which They Guery 0n buginess oF own property where requirad npder the lws of that Jurisdictian:

{c}  the suthorized and mdmﬁddﬁemruudﬁdmﬂmm&mﬂst}Mﬁawmmmwfw
Issuer ae Silly padd pad aon-gssasanble;

(@) the Issuer will reserve of st aside sulficient shares (B jte Detsury to fusue the Warrans Shaces;

() mnp:nqunﬁﬁdbyﬁedisulmmlnuumpem filing sracemiars, pnousl information foums, neiyding the
Iesuers current ATF, mnd press isleases Dled with: the Kegulaory Aciboritics o 18 dischogad i (he Dffering
M-muﬂmifw.ah“mﬂxmrd"LMMIsn%bmﬁﬁﬂoumuhhupmﬂﬂu,hmnm

aEsets or thé intércyts i the propendes, buslocss o u:#m“ﬂmmmmﬂumnmﬂiww
vahtnhr]uWhohsmwinamw.huﬁmwmminguodgandinumrﬁmﬂoﬁrhnm,m
mnum‘dﬂm'mwmmmmuab:-uwniuhajurimtrﬁminwmmmsmm

(§4] wnwmmm.wmp&mmwauumwmnwnm represealstions mads by the Issuer 10 the
PurdnurlnmnheﬁmudthihihivmPiammisudwﬂib*nminv&lmﬁdwuﬁm doss and will
mmﬁnmmiwﬁdemmv&nmmmmmmmm

(& mwmmmhwzmw. If any, or most recently flled with e BC
Commizslon have becn propared (v accgedance wity Canadian generally accoptod accousting prineiples, sectanely
refiect tha fingacial positee and all mwhlmﬁﬁu(wnumlmmmw;mormm}umkmmu

the date thareoh mdmmwmﬁl&.m:hﬁﬁﬂwﬁﬂmﬂhluwhncmmﬁmm

(&)  tho Tssuer has complivd and will comply Tully with the reguiremenis of all apnlicable corporsls und securities faws
and adminisrasive polivics end diresdoas, including, without limittion, e Applicsble Legisiption in reterton to the:
iasus and prading of i sscurifice and in 2l mames relating to the Privine Placsmstt

) mere is oo u.mawmmumﬁmmmhnfm.wmumwmrialmuMnudiMM
Appliceble Legislation, relating to the [sguer of changa In any meterial fuct. o3 dofinsd kn the Applicable Legislation,
relaring w say of the Securities Which has nor besn or will not be filly diselosed in accordunce with the fequiremants

of the Applitable Legislation pnd the Exclargy Poliches;

pilihinnsst Insecdaripatyme ap-upr0f unitogh doc
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(o)

]

L

]

?

the feyue and sale oftho Securities by ihe marmmmiwﬂlmtmiuﬂﬂumd does ant and will not resukt
in 9 breach of. aoy of the wrmy of the jssuer's incorporsling doruments atwagrummuinaummu’ﬁnhm
Issuwer iy & pary;

naither the Txwsr oo agy of Iz subsidlaries is & pary 10 Any Astlons, audre or proceedings which could mparrially
offest il business of Hnenciel mndiﬁ.muﬂwihnbatwfm Tssuer™s kmowlsdge mo 3uch mabons, puity or
pmuadbpmmurplundarmmmmmumhsminmnhﬂmm“&;

thers iro 0o judgments sgainst te lssuer or sy af its subsidisries, If ooy, which arc unsatalied, ner ars thess any
mmdmuuhﬁmﬁwm@ﬁﬂnmumpmﬁmiﬁmﬂm.uuh}m

thiz Agrecment has beam of will b= by the Closing, duly sutherized by all pecessary COrporats action on the part of
fhe Iszuer, and the Tagwer has full corpirate power and authority t underraka e Privats Placemont:

theo Issuer 15 nat lo defull of any of the requiremEats of the Applicable Legisiation o gy of the wdminiewative
polinias or notlces af e PReopulptory Authorizes;

mwrumwwmmmafmnc Act and a “reporting fssusr” i the provineas ot
Bridsh Colunbia end Alberin within the meaning of ite Appiieabls Legistaior;

o aeder essging or suspending trading in mmummﬂmpmmmmmwsorm:mm;mm
anﬁkwﬂuﬁn;mhﬂmmwmmﬁwnmmwwwwm:mmﬁﬁ
MhmumMnmmmmﬂmiWnrMﬁrMme
panding or threstcned;

wudwmhwmmlmmMarcMwmmmqmmmmmnmwmk

or oplioa, mﬂmmmum.mmlugmtwsbwm. ot ahy cight copeblc of becowming such u right,
agn:men-t-:rnpiion,ﬁ#'&nimm‘ﬂjﬂmﬂntﬁwMIMShuﬁinlhtulphdnfmmrnrksmhidiuiﬂ, i
my.wwommuﬁrwnwrﬁhldmwuwhﬁwwm shares, o o redulze the Issucr of 1
subsidiaries, rrm,mptmh-am.ndmnwuw“ asquire 2ny of the issusd snd putsmnding shares in ils cepital;

the lesusr and ils qubsidiaries, if any, have fed all fedaral, provincial, lucel and farel 12 reluns which arg
:cquimmbemcd.o:hu:mquﬁudmmsimmnmf, and have paid Al izces Tegu o he pald by tham and
sny pther asssdseenr, fine o penalty levied aguinst ther, 1o the extém thal any of the foragaing s dus and poyabla,
ucqﬂfofmhw::mmﬁnﬂlﬂ nmlﬁ.cmh&ehmmﬂyhﬁngmumd in pood Gtk

the lysusr and its subsidiarios, if any, have csublished on their books and rebOrds Tesarves whith are adequalc for the
Wmmdmmxnnmwmmwmmmmn Yieme Ubr texes on the s35ets of the Tasusr or [t
rubsidinries, il any, ﬁfmﬁnmw.dm,mdm-mmuﬂiu of any of the tax retirns of the Tssuer or &3
subsldieries, if any, which ate knovwn by i Issuee's mwgmwmpm&&:nimﬂmdm:mhm
besn or méy be ssvaed nlﬁbﬂ%ﬂmﬂtmm%ﬁhm&nﬂ@ﬁ. would result in the assertion
hyuymmmﬁlqmq'bfmdcﬂﬁmcymwdhﬂaamtw sdwerse offect om the properiles,
hmmummafmlmwﬂswbsiwu.lhmmd

the [ssie] Gwhs of possesied utuqumﬁ;}mwmtﬂﬂuiﬂmm.ummim:umwnm
umm:mimmw.mmuwﬁmmm lecmnl propscy neccssary 107 the busineds of
lewwnwnmmmpmﬂumm.ﬂmnmmmnmama or infringemens of the rights of
ovhers, Thstsmu-hsm-wﬂmwmﬁdﬁunmmﬂwlmﬂ hias violaled o1, by concucting jis busines®
a&p:olmwd.mldvlolaﬂmnfﬂﬁmmthmﬁmmmmmW‘ngMGwﬂmﬁ
other proprictary vighes of any ofher person o catty. Nuither the execution or delivery of This Agréement ner e
:min.gunufmuhuﬂmssn{ﬁ:mrb:m-mmmdﬁmlmmﬂw:mdwnfﬁuhm:unimmw
will conflier with or result in @ brasch of the Lemts, mﬁumwmﬁﬂmofwmmuuuhﬂmd& any
mﬁm.mmlorinmnammdﬁmW af mch amployses ls now obligaed.

nanpmmmmdmm conleined iy this $ection will survive the Cleging.
The Purchager heroby soknowledges that all warantiss, sonditions, ropresentaions o spulutions, wikachar expross or implicd

and whether arising hersunder o7 under prior agrasmiml oF FtCEIR ar by swhls mnmlmmuyﬂwﬁmm“n

LT-81'd
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The nwmmwmmm«rwmwmmmmmwvaMmmwwm
fsm.urusluurl.unrhmam‘u‘mﬂinthisamucmmmd&cbwnmmdmdmmwhrﬂrﬂﬂﬁmrm%

Agreament and the Disclosure Record,
6. OTHER UNIT BALES
6.1 mmmmmmmmwmmmnofum.mw-uaiwmhwmmmm

nequisition of the Utits by the Purchaser, The Puschayer turiis acknowledge thast thave b5 & vk thax Insatficiens Junds muy be rised
fropn e sale of Dnim te fund tha Jesuer's oblesives mmmmommmme.wmummﬁbkmmm
may bo purchased after the Furchaser oe dome Yo

1. ISSUER'S ACCEFTANCE

T The A prectert, when sxcoiod hrﬂwhuchauuﬂddiﬁradmmmw,wmmhm:awmﬂm
which Mllnmhub&dﬁgmﬂukﬂnmﬂmﬂhﬂﬁkmhymﬂﬁhummhwmmwmmdrimw
of che Agrezinant and, notwithsianding the Tefence dme on Tha page. if he Issuer oeoepis tha subscription by ths Puschuser, the
nwmmwtummmmmememmn

73 The Isguer shall be curitled ta rely on defivery byﬁmﬁniltofmwmbﬂwpyarﬂdsngmmmm-mpmw
bw the Issuer 5 fh:ainiumwmﬂlb:lumy-ﬂbcﬁvnw=mawﬁduﬂhmmmammbmmmmrmwm
ha::nrdmneuﬁthmtwmshmeﬂ

8 CONTRACTUAL AND STATCTORY RIGHTS

B3 n‘wmhiu;umduntshllunudmmrm.mmmmwgmummrmm
camtracoual aud mmrldmnfmInﬂnmnﬂuﬂmh:ﬁﬁﬂl{uﬁhmﬂdmmm:ﬂbﬂhmm;

g CLOSING

2.1 Thz Closing will ke place within five business days of approval of the Private Placement by the Exchonge, woless
giberwiss agreed berween tha Ipgues ond the Purchases. Thhﬂhmmhﬂdﬁwﬂﬁkﬂwmelhiumbﬂmmmm
purchassrs under the Private Masement concurreatly with the Closing, There may be ttier sales of Units nnder the Privges Placemenl
coma or all nfwhiqhmulun;ﬂarmcmin;. mrmwmﬁﬂmmmﬂ:tmﬂmmﬂfﬁww:whc
ralzad o the Cloging W fund tha lssuer's nhjauiuudmm—ib:din&wﬂﬁtﬂnlmmlfw.udthatfmhu closings miy poc
ke place after e Closing.

22 Onnrhcﬁ‘nﬂluﬂ[lnzbﬂdﬁmﬂ:?mmwﬂladimwhlwﬂ gubsoription form, July sxscued, and
payment inﬂallfbnhamh]pﬁmnfﬂﬂumhlobupumhlﬁﬂhyh Purchaser,

%3 Az Closing, the Issuer will Jaliver ta mmmmemﬂﬁmmmmmm Wismunls, coprising
mtmn.mumwmﬂw:mnﬁ:w in the mine of ths Purchaser or lis nomines,

9 MmﬁcﬂﬂuﬂnﬂlnmH‘&uW!sﬂmhnﬁdﬂhCumeMumecmmh

x|
& compleed Accredived \avester Conlrmition, a5 53¢ Bl in Appendic I, asd iF the Purehaser it nos o tndividual, 2 fully executed
Foum 4C, Cosporine Ploses Ragieratian Form (tho “Feorm™) in form a5 5 0 in Appendix IL], wnlass the Fomm i already an file with

p.'wjfmdwwWWﬂ
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the Fxchange and the Exchonge had been adviscd nfwwmmmwmmsmpﬂnmmm
prrticipating in the Privats Placsment.

10. HOLD PERIOD

10.1 . The Purchassr acknowledges that the Scoorities will be subject 1o restrictlong on resals In Canade unt) such time as:

() e appropriaze “hold periods™ hae bocn selisiice, which for residents of British Cobambla, Is four (4) mants phut
ana day from the dace ol jssue of the Shures and Warraus comprising the Unis;

(B} .wmmhMmmmmummgmmmmm {4) months of
mmmwmsawmlmﬂunmmmc.mmmmnrmawhmu

() mmmmmi;mmdwwwmmﬁﬁahwﬂ.
102 The eenificates muuﬂ@&mﬁﬂuwﬂbﬂuhmﬂhﬂﬂgﬁcmﬁcﬂmwﬂsfnr imposed by b2

Applicable Logislaion. The Purchaser agrees to sell, ssign or iransivr Lo Seauritles oaly in ocordanca with the sequirsments of
spplicable securitics laws and such hegends,

11. MISCELLANEOUS
11.1 nmMwmmmlmmmnwmmnmin.nrcnmpmwmm-mmnn
taizping Hom

G)  1faresident of Wrivsh Columbis, o Accrediled Invesior Confinarion (Appendix 11); and
(b) Ifnoran individual, a Foom 4C, Cprparste Pinces Reglsmazion Porm (Appsndix 1),
which s been metstited by the Purchaser wnd delivered to tha Tesuer.

2 The 1smuer Wil humiucdmn;tym:lsltnrrby&uhnihmnh[mﬂummmwnfmlmhn{pmml
accepance by the lasuer mewmmmmmmawmhmmmbmwmhmhw
and the Issuer in accordunoe with the tarms hereal

113 Wikout limitstion, this subseviption and the transozijons contemplatcd hereby are cosdinonsl wpon and swhject W0
the [seuer receiving the Exchongs's cppraval of this subscziption and the ranssclinas conlemplated hereby.

114 Thllagmm!:mmmipahhwmmluurmcpwuhmm-dmmﬂquuﬂmmﬂm
other pary harem.

115 Tmhofﬁemquwmmwwiﬂba:almlmdlnmﬁmcadmmnmﬂmofma
Tritrpriation A (British Colwmbin).

1hé EwwiumplubwﬁvMHtﬂsmmmmhmqmmmwmﬂlmmm&
Wnrwimmmmwzmmmw betpows The paries wWith respent w the Ssourides
MMmmmm,cmmmminmmmﬁuMmmimﬂM-vﬂlwwﬁuﬂ_h}'mb}'
sommas law, by the [ssusr, or by wryons shse.

11.7 The partics o this Agreement may wnend this Agreement only in wrilkg,
{18 ‘rhismmm”ubt:hmnﬂtnfnndlsbhdha upmﬂ-puduwmwtmddukmmmm
permited assigns.

Brleliami\ Tawilaripelynsdipp-aquetdunlfagt oue
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1.9 AmwmwuﬁhWﬂlmﬂmwwanMmmmmMMﬁemmmﬂuia
Wwwwsmwmdwmimdmww:Maw given above.

1110 This Agrecment i to be read with all changes in gendar gr number as required by the conlexl,

1111 This Agresment will be mmdwnﬂmwdhmmmw lawg of Brirish Columbia, and the pariics

hereio imvocsbly aiomn aad submir 1 the jurisdiction of the courts of Byillsh Columbls with Tespeit @ any disputs celoted 1o this
Aprespent,

END OF AFPENDIX I
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APPENDIX Il » ACCREDITED INVESTOR CONFTRMA TION

The undersigned, uamnmﬁsmnmuzrmwmmp {mwmwd&uMMWBm
sonoreditad invager” a5 dafined In Mulnileters] Instnamend 43-103, Capital Raising Extmplions, deted and glfsctive March 30, 2004,

iZmied by
cheokmark (V)

(=)
{b)

e

)

G]

&

@

(m)

)

e}

the Canedlan Securltics Adminiguwors, 1sd sdopied by the BC Corpmisaion. The wadersigned has indiveted blow by u
thic carcgadies which it, he o she sstisfies,

a Capadian fingncial institution, or em guthorized Forel2n baplk Hsied in Schodole T of tho Bask der (Cansda);

ths Businss Developricnl Bank of Canada incorporsted under the Businate Devafopment Bank of Canadla At
(Canada);

an associurion under the Cagperarive Credil Asroclanion) Aci (Cansdu) located in Canads o & ceniryl soopeTudve
credlt sociery for whish an order jias been mads under subsedion 473(1) of that Act;

u subsidiery of any pmanumynynfmdwinpumpba{a}w (=), i{vhe pecron or campany owns it of the
ﬂu&ﬁﬂudmamﬁdﬂmwmptﬂnvmmﬁdesmquﬁredhﬂmmhnomdbydi:mrsnfm
diary;

u person o7 company registerad under the secusities Jepistation of a jurisdiciion of Canada, #s o adviser of dealer,
plhor than a limitzd market dealer registered vader e Securiies Ast (Cmtario) or the Securirier dcf MNewioundland
uny Labrador);

an individus! registered or formerly registered undes the sacuriiles legislatlon of a judsdietion of Cunudy, a5 o
repraseatet! ve of & person of company refemred 10 in pagraph (&)

mwmﬁﬂum“njmmdﬁm«mm:wmww wholly-owned entity of’
the pavarnmart of Conada ar  jurisdiction of Cannda;

a sunfelpality, public bowrd or commissien in Cnsdu;

any nations, federsl, marm, provincial, tomriorisd or munivipal governmem of o @ any forefgn jurisdiction, or any
ageocy of thut government;

4 pension futd that 5 regniased by either the Office of the Superinicndent of Financial Instinarions (Cenada) or &
peasian commlggion or simifar régulatory autherity of s jurisdiction of Canada;

an individual who, either dloge or with 8 spouse, honedcitlly owns, directly or Indirectly, financisl asgets having w0
aggeogare rualizable valus that before taxcs, bul nel oFany relatcd Nabilites, excseds $1,000.000,

an indlvidun] whoss wet inooms h&mmmqmdizmmMnf\hnmmmmsmmuw
income belors Lanes sombised with tha of 2 spauss eveeedad 5300,000 in sash of 1he o most recen: years and
wha, Tn either cuss, rewsonably epects 1o sxced thar net Incoma level lo the curmanl year;

a petsoa Of company, other than & vrtuat fund or non-redsemable lovestpent fund, tay, ither clone v wizh a

&, g ndt M!Dfﬂlﬂﬂﬁ.mﬂ.m.munlmﬁunmﬂﬁmwuminﬁﬁmml.tht mnount is
shown on iks most rependy prepared fnaccial maemonis

anMmmﬂmwhinmmwmhmMWhm diseibutes ia serurides only 10
murwwmmﬁﬁm

a mstial [und or pon-icdecaable vestmant fiznd that, in the local jurisdiciion, is distributior ar has distribured it
seeurides under one or mora pmptmumruwhinhihﬂm:nhthhmimuw:

seteliene[-seder\polpmerp-aprid\niage doc
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B trust wmnmmmuwarmmMmmmWsmmmﬂmm
Compuanlss Acd (Cenads) of indar comparable lagl.ﬂninniujmisdidion of Cannlaor 2 foralgn jurisdicfion, trgding
o5 & tristss of Agant on behalfofa fully managed accownn

& peeson of eompany trading a5 agen on bahalf of n Sully mAnagad Beocunt if thet parion oF cOmELY {a registerad ot
authorized o sary on business under the pecurities logisiarion of o jurlsdiciion of Canada or & foreign jurisdiciion a8
p pordblio manager or undar an equivalen caragary of adviser a2 13 sxempl from regilretion a5 & pordolio hanaser
o the squivalent salegary of adviser.

2 rogistered charity vnder the Jncome Tax AcT (cmh)m'inmguﬂmmum:mmm¢ udvige from an
eligibility pdviser or otber advizer rag 1o provide advics o the securilics being waded.

mmo@ﬁmhammjmmhwuwwﬂm erpities referyed To in pummgeaphs (5)
dirough (£) and paragrsph (1) In form sad fioctica, of

& paTson of eompany hmmﬂ%mﬂquFmMnrww.Wmem:mL
mavoﬁuxwiﬁﬂmwﬂ hﬂwtouwmwdummpmmwmw&uwummadimd
v esting.

mwmm:m;uwemmm :

DATED 04 o

p:hh‘m.ﬂt-:rdnrwbww#'ﬂdwwda:

AT-ST'd

Signanure of Purchaucr

Name of Purchis=r

address of tha Purcheser

END OF APPENDIX 11
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APPENDIX Y

Tsx venture

TS
FORM 4C wpAsx
CORPORATE PLACEE REGISTRATION FORM

Where subscrivers to a Privare Plasement &¢ neot individusls, the following infermation about tae places must e provided
This Form will vemain on file witk tha Exchangs The carporation, TUSY porrfolio MARRECT OF cther endry (the “Plages’) need
oaly file it on one tme asis, and it will ba mmadﬂaullmmhhmﬁmwhh which it partjcipates. 1f any of
e infoemezion provided in this Form changes, we Placee mugt notify the Exchanys prior o pardeipating in furiier placements
with Excaange Lsted companises. e a cesult of the Private Placement, the Places becomes s Jnsader of the Tssusr, losidars of
e Places ars reminded hat they mus fils & Personal Informatien Form (2A) 96, ifapplicable, Declurations, wilh b2 Exchsmge.

1. Placez Information

{2} Hame:

=
(<) Tusisdistion of Theorporation or Creation; ———

2. (2) 14 the Placse purchasing securitiss as 3 pontfolio maneger?

p 4 E Na D

)] 15 thy Places carrylng On buSmess 453 ponfoliomanager cunide Canada?
o (2 ks w O
3 1 the answer to 2(k) above was “Yes", the undessigned certified that:

L It is putshusing seourites oL an lssust on behalf of mansged srcounts Bar which i s making dis investment decision
10 puschase the securities and has #ul) discretion to pusthase o sal) geeuriies Tor mch GRCOURES WAIOUL FOQUITin tho
slign's dxpreis EOASENT 10 a vrangaction;

ib) it carries on the busingss of managing e in
thess cliams (o “pordolic mmager" busincss) i
by taw i carmy o 3 partfolio manager busluess'in that jurisdiston;

Mirough disvictiony suthorily grantad by
{jurisdiction). and It I pormie
] t¢ was pot crvated solely ér primerily for G pLrpose of purchaging securitios of e Isguer;

{d) the tota) 282t valus of the Investment pm.fq]ia: 1t capnagss on henall of clieams i 1ot {egs than $20.000.,000: wnd

(&} lthummmmumm»bﬁm#nwnfmw.mniﬂruﬂhmmdalhu:'midt:iufﬂuiswh‘,mn

the pormsas anmimwmmismmﬁvimmmmma nepeficial intzres In any of whe managed
sccoums for which it is puchasing,

p:cum:uatmyu}nuuw-w-nuw.nt

L1891 °d 5
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i

4, IFthe BRgwerto 2{2) above was “No", pleass provido the paes 3ad addresses of conivel persons of the Plases:

Mame [ city Provinco sy Siste Cotntry

n | N

Tht undarsizicd mhowhd;gsmi:i:ummlhr e provisions of appiicsble Seouritias Law, insluding provisipas concerning ©e
of Insider reparts and repons of aequisigons {Seo for exampls, secrions 87 and 111 of the Sscurifier Aet (Briish Caturabla) wd
sections 176 and 122 of tha Securities Aot (Albermal)

mmdm__ on gﬁ/v AP 7008
Loaherd Odier Daner Hemtsch & Cle
Y proKy i

(Mama of Purchaser - please pring

T_—- *

(Offcial Cupacily - Fiokse it}

{alaass poink name of Individual whoge signanue appeurs ahove, i
dilTercat from nama of plagen printed chove)

THIS I5 NOT A PUBLIC DOCUMENT
END OF APPENDIX I
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Filename: v048318_ex15-3.htm
Type: EX-15.3

Comment/Description:

(this header is not part of the document)

POLYMET MINING CORP.
PRIVATE PLACEMENT SUBSCRIPTION AGREEMENT
INSTRUCTIONS TO PURCHASER
All purchasers complete all the information in the boxes on page and sign where indicated with an “X”.

If you are a resident in a jurisdiction outside of Canada or the United States of America specifically the United Kingdom or Europe), then
complete the “Accredited Investor Questionnaire (British Columbia)” that starts on page . The purpose of the questionnaire is to determine
whether you meet the standards for participation in a private placement under Multilateral Instrument 45-103 adopted by the British Columbia
Securities Commission.

If you are a portfolio manager or you are not an individual (that is, the Purchaser is a corporation, partnership, trust or entity other than an
individual), then complete and sign the “Corporate Placee Registration Form” (Form 4C) that starts on page .

On or before the end of the fifth business day before the Closing Date as defined under the Terms, the Purchaser will deliver to the Issuer the
Subscription Agreement and all applicable schedules and required forms, duly executed, and payment in full for the total price of the
Purchased Securities to be purchased by the Purchaser, by wire transfer, certified funds or bank drafts as follows:

(i) Cheques and bank drafts to be made payable to: PolyMet Mining Corp.

(i) Wire transfers to be forwarded to:

Account name: Polymet Mining Corp.

Bank: Royal Bank of Canada
6400 No. 3 Road,
Richmond, B.C.,
V6Y 2C2

Transit #: 4800

Account#: 1039577

Swift Code: ROYCCAT 2

ABA#: 021 0000021

ALL SUBSCRIPTION AGREEMENTS, APPLICABLE, SCHEDULES, REQUIRED FORMS AND PAYMENTS TO BE
FORWARDED TO:

POLYMET MINING CORP.
520 - 700 WEST PENDER STREET
VANCOUVER, BRITISH COLUMBIA, CANADA V6C 1G8




This is page of pages of a subscription agreement and related appendixes, schedules and forms. Collectively, these pages together are referred to as the “Subscription
Agreement”.

UNIT NON-BROKERED PRIVATE PLACEMENT SUBSCRIPTION AGREEMENT
TO: PolyMet Mining Corp. (the “Issuer”), of Suite 520 - 700 West Pender Street, VVancouver, British Columbia, V6C 1G8

Subject and pursuant to the terms set out in the Terms on pages to , the General Provisions on pages to and the other schedules and appendixes attached
which are hereby incorporated by reference, the Purchaser hereby irrevocably subscribes for, and on Closing will purchase from the Issuer, the
following securities at the following price:

Units

$0.55 per Unit for a total purchase price of $
The Purchaser owns, directly or indirectly, the following securities of the Issuer:

[Check if applicable] The Purchaser is O an insider of the Issuer

The Purchaser directs the Issuer to issue, register and deliver the certificates representing the Purchased Securities as follows:

REGISTRATION INSTRUCTIONS DELIVERY INSTRUCTIONS
Name to appear on certificate Name and account reference, if applicable
Account reference if applicable Contact name
Address Address

Telephone Number

EXECUTED by the Purchaser this day of , 2005. By executing this Subscription Agreement, the Purchaser certifies that the Purchaser and any beneficial
purchaser for whom the Purchaser is acting is resident in the jurisdiction shown as the “Address of Purchaser”. Unless the jurisdiction shown as the “Address of Purchaser” is
British Columbia, then the Purchaser certifies that the Purchaser is NOT resident in British Columbia.

WITNESS: EXECUTION BY PURCHASER:
X
Signature of Witness Signature of individual (if Purchaser is an individual)
X
Name of Witness Authorized signatory (if Purchaser is not an individual)
Address of Witness Name of Purchaser (please print)

Name of authorized signatory (please print)

Accepted this day of , 2005
POLYMET MINING CORP.. Address of Purchaser (residence)
Per:

Telephone Number

Authorized signatory

E-mail address

By signing this acceptance, the Issuer agrees to be bound by the Terms on pages to , the General Provisions on pages to , and the other schedules and
appendixes incorporated by reference.




Subscription Agreement (with related appendixes, schedules and forms) Page 2 of 15 pages

TERMS

Reference date of this Subscription Agreement Februarye, 2005 (the “Agreement Date”)

The Offering
The Issuer POLYMET MINING CORP. (the “Issuer™)
Offering The offering consists of up to an aggregate of 9,000,000 units of the Issuer (the “Units™).
Purchased Securities The “Purchased Securities” are Units. Each Unit consists of one previously unissued common

share, as presently constituted (a “Share”) and one-half of one non-transferable share purchase
warrant (a “Warrant”) of the Issuer. One whole Warrant will entitle the holder, on exercise, to
purchase one additional common share of the Issuer (a “Warrant Share”) at a price of $0.70 per
Warrant Share at any time until the close of business on the day which is 24 months from the date
of Closing, provided that if the closing price of the Issuer’s shares as traded on the Exchange
is over $1.00 per share for 30 consecutive days, the Warrants will terminate 30 days

thereafter.
Total amount Up to $4,950,000
Price $0.55 per Unit
Warrants The Warrants will be issued and registered in the name of the purchasers.

The Warrants will be non-transferable and are subject to a four-month hold period. See “Resale
Restrictions and Legends.”

The certificates representing the Warrants will, among other things, include provisions for the
appropriate adjustment in the class, number and price of the Warrant Shares issued upon exercise
of the Warrants upon the occurrence of certain events, including any subdivision, consolidation or
reclassification of the Issuer’s common shares, the payment of stock dividends and the
amalgamation of the Issuer.

The issue of the Warrants will not restrict or prevent the Issuer from obtaining any other financing,
or from issuing additional securities or rights, during the period within which the Warrants may be
exercised.

Use of Proceeds The proceeds of the placement will be utilized for a winter drill program, engagement of contracts
for the environmental impact statement, commencement of process testwork and process
engineering matters for a Definitive Feasibility Study on the NorthMet Project and to provide
working capital.

Selling Jurisdictions The Units may be sold in certain jurisdictions outside Canada as solely determined by the
Company in accordance with available exemptions (the “Selling Jurisdictions”).




Exemptions

Resale restrictions and legends

Closing Date

Additional definitions

Jurisdiction of organization

Stock exchange listings

Page 3 of 15 pages

The offering will be made in accordance with the following exemptions from the prospectus
requirements:

@) the British Columbia “accredited investor” exemption (section 5.1 of
Multilateral Instrument 45-103)

Pursuant to Multilateral Instrument 45-102, the Purchased Securities will be subject to a four
month hold period that starts to run on Closing.

The Purchaser acknowledges that the certificates representing the Purchased Securities will bear
the following legends:

“Unless permitted under securities legislation, the holder of the securities shall
not trade the securities before [date that is four months and a day after the
Closing.]”

“Without prior written approval of the TSX Venture Exchange and compliance
with all applicable securities legislation, the securities represented by this
certificate may not be sold, transferred, hypothecated or otherwise traded on or
through the facilities of the TSX Venture Exchange or otherwise in Canada or to
or for the benefit of a Canadian resident until [date that is four months and a day
after the Closing].”

Purchasers are advised to consult with their own legal counsel or advisors to determine the resale
restrictions that may be applicable to them.

Payment for, and delivery of, the Units is scheduled to occur 48 hours after TSX Venture
Exchange acceptance of the placement for filing (the “Closing Date™).

In the Subscription Agreement, the following words have the following meanings unless otherwise
indicated:

@) “Purchased Securities” means the Units purchased under this Subscription
Agreement;

(b) “Securities” means the Shares, the Warrants and the Warrant Shares;

(c) “Warrants” includes the certificates representing the Warrants.
The Issuer

The Issuer is incorporated under the laws of British Columbia.

Shares of the Issuer are listed on the TSX Venture Exchange (the “Exchange”).




“Securities Legislation Applicable to the
Issuer”

Page 4 of 15 pages

The “Securities Legislation Applicable to the Issuer” is the Securities Act (British Columbia), the
Securities Act (Alberta) the Securities Act Ontario. The “Commissions with Jurisdiction over the
Issuer” are the British Columbia Securities Commission, the Alberta Securities Commission and

the Ontario Securities Commission.

END OF TERMS




Accredited Investor Questionnaire (British Columbia)

(Capitalized terms not specifically defined in this Questionnaire have the meaning ascribed to them in the Subscription Agreement to which this

Questionnaire is attached.)

In connection with the execution of the Subscription Agreement to which this Questionnaire is attached, the undersigned (the “Purchaser”) represents
and warrants to the Issuer that the Purchaser satisfies one or more of the categories indicated below (please place an “X” on the appropriate lines):

Category 1
Category 2

Category 3

Category 4

Category 5

Category 6

Category 7

Category 8

Category 9

Category 10

Category 11

Category 12

a Canadian financial institution, or an authorized foreign bank listed in Schedule 111 of the Bank Act (Canada)
the Business Development Bank of Canada incorporated under the Business Development Bank of Canada Act (Canada)

an association under the Cooperative Credit Associations Act (Canada) located in Canada or a central cooperative credit
society for which an order has been made under subsection 473(1) of that Act

a subsidiary of any person or company referred to in Categories 1 to 3, if the person or company owns all of the voting
securities of the subsidiary, except the voting securities required by law to be owned by directors of that subsidiary

a person or company registered under the securities legislation of a jurisdiction of Canada, as an adviser or dealer, other
than a limited market dealer registered under the Securities Act (Ontario) or the Securities Act (Newfoundland and
Labrador)

an individual registered or formerly registered under the securities legislation of a jurisdiction of Canada, as a
representative of a person or company referred to in Category 5

the government of Canada or a jurisdiction of Canada, or any crown corporation, agency or wholly owned entity of the
government of Canada or a jurisdiction of Canada

a municipality, public board or commission in Canada

any national, federal, state, provincial, territorial or municipal government of or in any foreign jurisdiction, or any agency
of that government

a pension fund that is regulated by either the Office of the Superintendent of Financial Institutions (Canada) or a pension
commission or similar regulatory authority of a jurisdiction of Canada

an individual who, either alone or with a spouse, beneficially owns, directly or indirectly, financial assets having an
aggregate realizable value that before taxes, but net of any related liabilities, exceeds $1,000,000

an individual whose net income before taxes exceeded $200,000 in each of the two most recent years or whose net income
before taxes combined with that of a spouse exceeded $300,000 in each of the two most recent years and who, in either
case, reasonably expects to exceed that net income level in the current year
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Category 13

Category 14

Category 15

Category 16

Category 17

Category 18

Category 19

Category 20

a person or company, other than a mutual fund or non-redeemable investment fund, that, either alone or with a spouse, has
net assets of at least $5,000,000, and unless the person or company is an individual, that amount is shown on its most
recently prepared financial statements

a mutual fund or non-redeemable investment fund that, in the local jurisdiction, distributes its securities only to persons or
companies that are accredited investors

a mutual fund or non-redeemable investment fund that, in the local jurisdiction, is distributing or has distributed its
securities under one or more prospectuses for which the regulator has issued receipts

a trust company or trust corporation registered or authorized to carry on business under the Trust and Loan Companies Act
(Canada) or under comparable legislation in a jurisdiction of Canada or a foreign jurisdiction, trading as a trustee or agent
on behalf of a fully managed account

a person or company trading as agent on behalf of a fully managed account if that person or company is registered or
authorized to carry on business under the securities legislation of a jurisdiction of Canada or a foreign jurisdiction as a
portfolio manager or under an equivalent category of adviser or is exempt from registration as a portfolio manager or the
equivalent category of adviser

a registered charity under the Income Tax Act (Canada) that, in regard to the trade, has obtained advice from an eligibility
adviser or other adviser registered to provide advice on the securities being traded

an entity organized in a foreign jurisdiction that is analogous to any of the entities referred to in Categories 1 through 5
and Category 10 in form and function, or

a person or company in respect of which all of the owners of interests, direct or indirect, legal or beneficial, except the
voting securities required by law to be owned by directors, are persons or companies that are accredited investors

The statements made in this Questionnaire are true and accurate to the best of my information and belief and the Purchaser will promptly notify the
Issuer of any changes in the answers.

Dated

For the purposes hereof:

2005.

X
Signature of individual (if Purchaser is an individual)

X
Authorized signatory (if Purchaser is not an individual)

Name of Purchaser (please print)

Name of authorized signatory (please print)

Official capacity of authorized signatory (please print)

@) "financial assets " means cash and securities;

(b) "related liabilities" means:

liabilities incurred or assumed for the purpose of financing the acquisition or ownership of financial assets; or
liabilities that are secured by financial assets;

(c) “eligibility adviser” means an investment dealer or equivalent category of registration, registered under the securities legislation of a jurisdiction of a purchaser and
authorized to give advice with respect to the type of security being distributed.
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FORM 4C
CORPORATE PLACEE REGISTRATION FORM

Where subscribers to a Private Placement are not individuals, the following information about the placee must be provided. This Form will remain on
file with the Exchange. The corporation, trust, portfolio manager or other entity (the “Placee”) need only file it on one time basis, and it will be
referenced for all subsequent Private Placements in which it participates. If any of the information provided in this Form changes, the Placee must
notify the Exchange prior to participating in further placements with Exchange listed companies. If as a result of the Private Placement, the Placee
becomes an Insider of the Issuer, Insiders of the Placee are reminded that they must file a Personal Information Form (2A) or, if applicable,
Declarations, with the Exchange.

1. Placee Information:

@)
(b)

(©

Name:

Complete Address:

Jurisdiction of Incorporation or Creation:

2. Portfolio Manager

@)
(b)

Is the Placee purchasing securities as a portfolio manager (Yes/No)?

Is the Placee carrying on business as a portfolio manager outside of Canada (Yes/No)?

3. If the answer to 2(b) above was “Yes”, the undersigned certifies that:

@

(b)

©

()

©

It is purchasing securities of an Issuer on behalf of managed accounts for which it is making the investment decision to purchase the
securities and has full discretion to purchase or sell securities for such accounts without requiring the client’s express consent to a
transaction;

it carries on the business of managing the investment portfolios of clients through discretionary authority granted by those clients (a
“portfolio manager” business) in [jurisdiction], and it is permitted by law to carry on a portfolio manager
business in that jurisdiction;

it was not created solely or primarily for the purpose of purchasing securities of the Issuer;
the total asset value of the investment portfolios it manages on behalf of clients is not less than $20,000,000; and

it has no reasonable grounds to believe, that any of the directors, senior officers and other insiders of the Issuer, and the persons that
carry on investor relations activities for the Issuer has a beneficial interest in any of the managed accounts for which it is purchasing

4. If the answer to 2(a). above was “No”, please provide the names and addresses of control persons of the Placee:

Name City Province or State Country




Subscription Agreement (with related appendixes, schedules and forms) Page 8 of 15 pages

The undersigned acknowledges that it is bound by the provisions of applicable Securities Law, including provisions concerning the filing of insider
reports and reports of acquisitions (See for example, sections 87 and 111 of the Securities Act (British Columbia) and sections 176 and 182 of the
Securities Act (Alberta).

Acknowledgement - Personal Information

“Personal Information” means information about an identifiable individual, and includes information contained in sections 1, 2 and 4, as applicable, of
this Form.

The undersigned hereby acknowledges and agrees that it has obtained the express written consent of each individual to:

@) the disclosure of Personal Information by the undersigned to the Exchange (as defined in Appendix 6B) pursuant to this Form; and

(b) the collection, use and disclosure of Personal Information by the Exchange for the purposes described in Appendix 6B or as
otherwise identified by the Exchange, from time to time.

Dated at on , 2005.

X
Signature of individual (if Purchaser is an individual)

X
Authorized signatory (if Purchaser is not an individual)

Name of Purchaser (please print)

Name of authorized signatory (please print)

Official capacity of authorized signatory (please print)

THIS ISNOT A PUBLIC DOCUMENT
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Provisions applicable to a purchaser resident in the United Kingdom

IMPORTANT NOTE: the following provisions are applicable ONLY if the Purchaser is resident in the United Kingdom.

Additional representations

IN ADDITION to the representations and warranties in the General Provisions (on pages to ), the Purchaser acknowledges, represents, warrants and
covenants to and with the Issuer that, as at the Agreement Date and at the Closing:

(@) the Purchaser is acquiring the Purchased Securities for its own account for investment purpose only and not with a view to resale;
and

(b)  the Purchaser is an authorized or exempted person within the meaning of the Financial Services Act 1986, or a local authority or a
body corporate which has, or whose holding company has, a called up share capital or net assets of not less than £5 million or
satisfies one or more of the other requirements of article 9(3) of the Financial Services Act 1986 (Investment Advertisements)
(Exemptions) Order 1988 (as amended).
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GENERAL PROVISIONS

1. DEFINITIONS

1.1 In the Subscription Agreement (including the first (cover) page, the Terms on pages to , the General Provisions on pages to and the other schedules
and appendixes incorporated by reference), the following words have the following meanings unless otherwise indicated:

@)

(b)

©

()

©)

®

@)

(h)

0)

(k)

0]

(m)

“Applicable Legislation” means the Securities Legislation Applicable to the Issuer (as defined on page ) and all legislation
incorporated in the definition of this term in other parts of the Subscription Agreement, together with the regulations and rules made
and promulgated under that legislation and all administrative policy statements, blanket orders and rulings, notices and other
administrative directions issued by the Commissions;

“Closing” means the completion of the sale and purchase of the Purchased Securities;

“Closing Date” has the meaning assigned in the Terms;

“Commissions” means the Commissions with Jurisdiction over the Issuer (as defined on page ) and the securities commissions
incorporated in the definition of this term in other parts of the Subscription Agreement;

“Exchange” has the meaning assigned in the Terms;

“Final Closing” means the last closing under the Private Placement;

“General Provisions” means those portions of the Subscription Agreement headed “General Provisions” and contained on pages to ,

“Private Placement” means the offering of the Purchased Securities on the terms and conditions of the Agency Agreement and this
Subscription Agreement;

“Purchased Securities” has the meaning assigned in the Terms;

“Regulatory Authorities” means the Commissions and the Exchange;

“Securities” has the meaning assigned in the Terms;

“Subscription Agreement” means the first (cover) page, the Terms on pages to , the General Provisions to , and the other schedules
and appendixes incorporated by reference; and

“Terms” means those portions of the Subscription Agreement headed “Terms” and contained on pages to .

1.2 In the Subscription Agreement, unless otherwise specified, all references to dollar amounts are to Canadian dollars.

1.3 In the Subscription Agreement, other words and phrases that are capitalized have the meaning assigned in the Subscription Agreement.

2. REPRESENTATIONS AND WARRANTIES OF PURCHASER

2.1 Acknowledgements concerning offering

The Purchaser acknowledges that:
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@)

(b)

(©

()

©)

®

no securities commission or similar regulatory authority has reviewed or passed on the merits of the Securities;

there is no government or other insurance covering the Securities;

there are risks associated with the purchase of the Securities;

there are restrictions on the Purchaser’s ability to resell the Securities and it is the responsibility of the Purchaser to find out what
those restrictions are and to comply with them before selling the Securities;

the Issuer has advised the Purchaser that the Issuer is relying on an exemption from the requirements to provide the Purchaser with a
prospectus and to sell securities through a person registered to sell securities under the Applicable Legislation and, as a consequence
of acquiring securities pursuant to this exemption, certain protections, rights and remedies provided by the Applicable Legislation,
including statutory rights of rescission or damages, will not be available to the Purchaser;

no prospectus has been filed by the Issuer with the Commissions in connection with the issuance of the Purchased Securities, the
issuance is exempted from the prospectus and registration requirements of the Applicable Legislation and:

(i) the Purchaser is restricted from using most of the civil remedies available under the Applicable Legislation;

(ii) the Purchaser may not receive information that would otherwise be required to be provided to the Purchaser under the
Applicable Legislation; and

(iii) the Issuer is relieved from certain obligations that would otherwise apply under the Applicable Legislation;

2.2 Representations by all purchasers

The Purchaser represents and warrants to the Issuer that, as at the Agreement Date and at the Closing:

@)

(b)

©

(d)

to the best of the Purchaser’s knowledge, the Securities were not advertised;

no person has made to the Purchaser any written or oral representations:

(i) that any person will resell or repurchase the Securities;

(i) that any person will refund the purchase price of the Purchased Securities;

(iii) as to the future price or value of any of the Securities; or

(iv) that any of the Securities will be listed and posted for trading on a stock exchange or that application has been made to list
and post any of the Securities for trading on any stock exchange other than the Shares and Warrant Shares on the Exchange;

the Purchaser is at arm’s length (as that term is customarily defined) with the Issuer;

the Purchaser (or others for whom it is contracting hereunder) has been advised to consult its own legal and tax advisors with respect
to applicable resale restrictions and tax considerations, and it (or others for whom it is contracting hereunder) is solely responsible for
compliance with applicable resale restrictions and applicable tax legislation;
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()

®

(©)

(h)

0]

0)

(k)

0]

(m)

(n)

(0)

(P)

(@

the Purchaser has no knowledge of a “material fact” or “material change” (as those terms are defined in the Applicable Legislation)
in the affairs of the Issuer that has not been generally disclosed to the public, except knowledge of this particular transaction;

the offer made by this subscription is irrevocable (subject to the Purchaser’s right to withdraw the subscription and to terminate the
obligations as set out in this Subscription Agreement) and requires acceptance by the Issuer and approval of the Exchange;

the Purchaser has the legal capacity and competence to enter into and execute this Subscription Agreement and to take all actions
required pursuant to the Subscription Agreement and, if the Purchaser is a corporation, it is duly incorporated and validly subsisting
under the laws of its jurisdiction of incorporation and all necessary approvals by its directors, shareholders and others have been
given to authorize execution of this Subscription Agreement on behalf of the Purchaser;

the entering into of this Subscription Agreement and the transactions contemplated hereby will not result in the violation of any of
the terms and provisions of any law applicable to, or the constating documents of, the Purchaser or of any agreement, written or oral,
to which the Purchaser may be a party or by which the Purchaser is or may be bound;

this Subscription Agreement has been duly executed and delivered by the Purchaser and constitutes a legal, valid and binding
agreement of the Purchaser enforceable against the Purchaser;

the Purchaser has been independently advised as to the applicable hold period imposed in respect of the Securities by securities
legislation in the jurisdiction in which the Purchaser resides and confirms that no representation has been made respecting the
applicable hold periods for the Securities and is aware of the risks and other characteristics of the Securities and of the fact that the
Purchaser may not be able to resell the Securities except in accordance with the applicable securities legislation and regulatory
policies;

the Purchaser is capable of assessing the proposed investment as a result of the Purchaser’s financial and business experience or as a
result of advice received from a registered person other than the Issuer or any affiliates of the Issuer;

if required by applicable securities legislation, policy or order or by any securities commission, stock exchange or other regulatory
authority, the Purchaser will execute, deliver, file and otherwise assist the Issuer in filing, such reports, undertakings and other
documents with respect to the issue of the Securities as may be required; and

the Purchaser acknowledges that certain persons may receive a commission from the Issuer in connection with this Private
Placement.

the Purchaser is not a “control person” of the Issuer as defined in the Applicable Legislation, will not become a “control person” by
virtue of this purchase of any of the Securities, and does not intend to act in concert with any other person to form a control group of
the Issuer;

the offer was not made to the Purchaser when he was in the United States and at the time the Purchaser’s buy order was made, the
Purchaser was outside the United States;

the Purchaser is not a U.S. Person;

the Purchaser is not and will not be purchasing Units for the account or benefit of any U.S. Person.

2.3 Reliance, indemnity and notification of changes

The representations and warranties in the Subscription Agreement (including the first (cover) page, the Terms on pages to , the General Provisions on
pages to , and the other schedules and appendixes incorporated by reference) are made by the Purchaser with the intent that they be relied upon by the
Issuer in determining its suitability as a purchaser of Purchased Securities, and the Purchaser hereby agrees to indemnify the Issuer against all losses,
claims, costs, expenses and damages or liabilities which any of them may suffer or incur as a result of reliance thereon. The Purchaser undertakes to
notify the Issuer immediately of any change in any representation, warranty or other information relating to the Purchaser set forth in the Subscription
Agreement (including the first (cover) page, the Terms on pages to , the General Provisions on pages to , and the other schedules and appendixes
incorporated by reference) which takes place prior to the Closing.
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2.4 Survival of representations and warranties

The representations and warranties contained in this Section will survive the Closing.

3. REPRESENTATIONS AND WARRANTIES OF THE ISSUER

3.1 The Issuer warrants and represents that:

@)

(b)

©

(d)

©)

®

(©)

(h)

0]

4. CLOSING

the Issuer and its material subsidiaries, if any, are valid and subsisting corporations duly incorporated and in good standing under the
laws of the jurisdictions in which they are incorporated, continued or amalgamated,;

the Issuer and its material subsidiaries, if any, are duly registered and licensed to carry on business or own property in the
jurisdictions in which they carry on business or own property where so required by the laws of that jurisdiction;

the Issuer is authorized to issue 1,000,000,000 common shares of which 55,313,653 were issued as fully paid and non-assessable as
of November 23, 2004;

the Issuer will reserve or set aside sufficient common shares in its treasury to issue the Shares, and Warrant Shares,

the issue and sale of the Securities by the Issuer does not and will not conflict with, and does not and will not result in a breach of,
any of the terms of its incorporating documents or any agreement or instrument to which the Issuer is a party;

neither the Issuer or its subsidiaries, if any, is a party to any actions, suits or proceedings which could materially affect its business or
financial condition, and no such actions, suits or proceedings are contemplated or have been threatened;

there are no judgments against the Issuer or any of its subsidiaries, if any, which are unsatisfied, nor are there any consent decrees or
injunctions to which the Issuer or any of its subsidiaries, if any, is subject;

this Agreement has been duly authorized by all necessary corporate action on the part of the Issuer

the common shares of the Issuer are listed for trading on the Exchange and no order ceasing, halting or suspending trading in
securities of the Issuer or prohibiting the sale of such securities has been issued to and is outstanding against the Issuer or its
directors, officers or promoters or against any other companies that have common directors, officers or promoters and no
investigations or proceedings for such purposes are pending or threatened,;

4.1 The Purchaser acknowledges that, although Purchased Securities may be issued to other purchasers under the Private Placement concurrently with
the Closing, there may be other sales of Purchased Securities under the Private Placement, some or all of which may close before or after the Closing.
The Purchaser further acknowledges that there is a risk that insufficient funds may be raised on the Closing to fund the Issuer’s objectives, and that
further closings may not take place after the Closing.
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4.2 On or before the end of the fifth business day before the Closing Date, the Purchaser will deliver to the Issuer the Subscription Agreement and all
applicable schedules and required forms, duly executed, and payment in full for the total price of the Purchased Securities to be purchased by the
Purchaser, by wire transfer, certified funds or bank drafts.

4.3 The Purchaser’s obligation to complete the purchase and sale of the Purchased Securities shall be subject to the following conditions:

@) the representations and warranties made by the Issuer in this Subscription Agreement shall be true and correct as of the Closing Date
(except for representations and warranties that speak as of a specific date) and the covenants of the Issuer shall have been performed,
satisfied and complied with, where applicable, on or before the Closing Date;

(b) the Issuer shall have delivered to the Purchaser, or to the direction of the Purchaser, the following items:

(i) acopy of this Subscription Agreement duly executed by the Issuer.

5. MISCELLANEOUS

5.1 The Purchaser agrees to sell, assign or transfer the Securities only in accordance with the requirements of applicable securities laws and any
legends placed on the Securities as contemplated by the Subscription Agreement.

5.2 The Purchaser hereby authorizes the Issuer to correct any errors in, or complete any minor information missing from any part of the Subscription
Agreement and any other schedules, forms, certificates or documents executed by the Purchaser and delivered to the Issuer in connection with the
Private Placement.

5.3 The Issuer may rely on delivery by fax machine of an executed copy of this subscription, and acceptance by the Issuer of such faxed copy will be
equally effective to create a valid and binding agreement between the Purchaser and the Issuer in accordance with the terms of the Subscription
Agreement.

5.4 Without limitation, this subscription and the transactions contemplated by this Subscription Agreement are conditional upon and subject to the
Issuer’s having obtained such regulatory approval of this subscription and the transactions contemplated by this Subscription Agreement as the Issuer
considers necessary.

5.5 This Subscription Agreement is not assignable or transferable by the parties hereto without the express written consent of the other party to this
Subscription Agreement.

5.6 Time is of the essence of this Subscription Agreement and will be calculated in accordance with the provisions of the Interpretation Act (British
Columbia).

5.7 Except as expressly provided in this Subscription Agreement and in the agreements, instruments and other documents contemplated or provided for
in this Subscription Agreement, this Subscription Agreement contains the entire agreement between the parties with respect to the Securities and there
are no other terms, conditions, representations or warranties whether expressed, implied, oral or written, by statute, by common law, by the Issuer or by
anyone else.

5.8 The parties to this Subscription Agreement may amend this Subscription Agreement only in writing.

5.9 This Subscription Agreement enures to the benefit of and is binding upon the parties to this Subscription Agreement and their successors and
permitted assigns.

5.10 A party to this Subscription Agreement will give all notices to or other written communications with the other party to this Subscription
Agreement concerning this Subscription Agreement by hand or by registered mail addressed to the address given on page 1.

5.11 This Subscription Agreement is to be read with all changes in gender or number as required by the context.
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5.12 This Subscription Agreement will be governed by and construed in accordance with the internal laws of British Columbia (without reference to its
rules governing the choice or conflict of laws), and the parties hereto irrevocably attorn and submit to the exclusive jurisdiction of the courts of British
Columbia with respect to any dispute related to this Subscription Agreement.

END OF GENERAL PROVISIONS

END OF SUBSCRIPTION AGREEMENT
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POLYMET MINING CORP.
SUBSCRIPTION AGREEMENT FOR UNITS
(Canadian and Offshore Subscribers)
TO: POLYMET MINING CORP.
AND TO: RESEARCH CAPITAL CORPORATION

The undersigned (the "Subscriber™) hereby irrevocably subscribes for and agrees to purchase from Polymet Mining Corp. (the ""Corporation") that
number of units of the Corporation (the "Units") set out below at a price of $0.90 per Unit. Each Unit consists of one common share in the capital of
the Corporation (a "Common Share™) and one-half of one Common Share purchase warrant (each whole Common Share purchase warrant, a
"Warrant"). Each Warrant will entitle the holder thereof to purchase one Common Share (a "Warrant Share") at a price of $1.25 (the "Exercise Price")
for a period of thirty (30) months following the Closing Date (as hereinafter defined); provided that, if at any time the closing trading price of the
Common Shares for any 20 consecutive trading days exceeds $2.50, the Corporation may accelerate the expiry date of the Warrants by giving notice to
the holders thereof and in such case the Warrants will expire on the 30" calendar day after the date on which such notice is deemed to have been
received by such holders. The Subscriber agrees to be bound by the terms and conditions set forth in the attached "Terms and Conditions of
Subscription for Units" including without limitation the representations, warranties and covenants set forth in the applicable schedules attached thereto.
The Subscriber further agrees, without limitation, that the Corporation and the Agent (as hereinafter defined) may rely upon the Subscriber's
representations, warranties and covenants contained in such documents.

SUBSCRIPTION AND SUBSCRIBER INFORMATION

Please print all information (other than Signatures), as applicable, in the space provided below

Name of Subscriber Number of Units: X $0.90

Account Reference (if applicable):

Aggregate Subscription Price:

By:

(the “Subscription Price”)

Authorized Signature

(Official Capacity or Title - if the Subscriber is not an individual) If the Subscriber is signing as agent for a principal (beneficial purchaser) and is not
purchasing as a trustee or agent for account fully managed by it, complete the
following:

(Name of individual whose signature appears above if different than the name of the
Subscriber printed above.)

(Name of Principal)

(Subscriber’s Address, including Municipality and Province)

(Principal’s Address)

(Telephone Number) (Email Address)
Account Registration: Delivery Instructions as set forth below:
(Name) (Name)

(Account Reference, if applicable)

(Account Reference, if applicable)

(Address)

(Address, including Postal Code) (Contact Name) (Telephone Number)







Number and kind of securities of the Corporation held, directly or 1. State whether the Subscriber is an Insider (as such term is hereinafter
indirectly, if any: defined) of the Corporation:

Yes O No O

2. State whether the Subscriber is a member of the Pro
Group (as such term is hereinafter defined):
Yes O No O




TERMS AND CONDITIONS OF SUBSCRIPTION FOR
UNITS

ARTICLE 1- INTERPRETATION

1.1 Definitions

Whenever used in this Subscription Agreement, unless there is something in the subject matter or context inconsistent therewith, the
following words and phrases shall have the respective meanings ascribed to them as follows:

"Agency Agreement' means the agency agreement to be entered into between the Agent and the Corporation in respect of the Offering.
"Agent" means Research Capital Corporation.

""Business Day" means a day other than a Saturday, Sunday or any other day on which the principal chartered banks located in Toronto are not open
for business.

"Closing'" shall have the meaning ascribed to such term in Section 4.1.

"Closing Date" shall have the meaning ascribed to such term in Section 4.1.

""Closing Time" shall have the meaning ascribed to such term in Section 4.1.

""Common Shares" shall have the meaning ascribed to such terns on the face page of this Subscription Agreement.
""Compensation Options" shall have the meaning ascribed to such teen in Section 8.1.

""Control Person™ means a person, company or combination of persons or companies described in clause (c) of the definition of "distribution™ in
subsection 1(1) of the Securities Act (Ontario).

""Corporation™ means Polymet Mining Corp. and includes any successor corporation to or of the Corporation.
"Exercise Price" shall have the meaning ascribed to such term on the face page of this Subscription Agreement.

"Insider” means (a) a director or senior officer of the Corporation, (b) a director or senior officer of a company that is an insider or subsidiary of the
Corporation, or (c) any person who beneficially owns, directly or indirectly, voting securities of the Corporation or who exercises control or direction
over voting securities of the Corporation or a combination of both carrying more than 10% of the voting rights attached to all voting securities of the
Corporation for the time being outstanding.

"Offering" means the offering of Units through the Agent pursuant to the Agency Agreement.




"person means any individual (whether acting as an executor, trustee administrator, legal representative or otherwise), corporation, firm, partnership,
sole proprietorship, syndicate, joint venture, trustee, trust, unincorporated organization or association, and pronouns have a similar extended meaning.

"Pro Group' means a member (brokerage firm) of the TSXV, an employee, partner, officer, director or an “affiliate' (a company controlling or under
common control) of a member or an “associate' (a company of which more than 10% of the voting shares are owned or controlled by such person, a
partner of such person, a trust or estate of which a substantial beneficial interest is owned or of which such person is a trustee, a spouse or child of such
person, or a relative of such person or their spouse living in the same home as such person) of any of the foregoing.

""Securities' means, collectively, the Units, the Common Shares, the Warrants and the Warrant Shares.

"Securities Laws" means, as applicable, the securities laws, regulations, rules, rulings and orders in each of the provinces of Alberta, British
Columbia and Ontario and the applicable policy statements issued by the securities regulators in each of the provinces of Alberta, British Columbia
and Ontario, and the rules of the TSXV.

"'Subscriber” means the subscriber for the Units as set out on the face page of this Subscription Agreement.

""Subscription Agreement™ means this subscription agreement (including any schedules hereto) and any instrument amending this Subscription
Agreement; "hereof', ""hereto", ""hereunder', "herein" and similar expressions mean and refer to this Subscription Agreement and not to a

pa'ticular Article or Section; and the expression "Article” or "Section" followed by a number means and refers to the specified Article or Section of
this Subscription Agreement.

""Subscription Price' shall have the meaning ascribed to such term on the face page of this Subscription Agreement.

"Term Sheet" means the term sheet delivered to potential purchasers of Units, a copy of which is attached hereto as Schedule "E".

"TSXV'" means the TSX Venture Exchange.

"TSXV Approval' means the conditional approval of the Offering by the TSXV.

"United States™ means the United States of America, its territories and possessions, any State of the United States and the District of Columbia.
"Units" shall have the meaning ascribed to such term on the face page of this Subscription Agreement.

"U.S. Purchaser™ means a person in the United States, a person who receives or received an offer of the Securities while in the United States, a
person who was in the United States at the




time the Subscriber's buy order was made or a person who executed or delivered this Subscription Agreement while in the United States.
"U.S. Securities Act" means the United States Securities Act of 1933, as amended.
"Warrants" shall have the meaning ascribed to such term on the face page of this Subscription Agreement.

"Warrant Shares' shall have the meaning ascribed to such term on the face page of this Subscription Agreement.

1.2 Gender and Number

Words importing the singular number only shall include the plural and vice versa, words importing the masculine gender shall
include the feminine gender and words importing persons shall include finis and corporations and vice versa.

1.3 Currency

Unless otherwise specified, all dollar amounts in this Subscription Agreement, including the symbol "$", are expressed in Canadian
dollars.

1.4 Subdivisions, Headings and Table of Contents

The division of this Subscription Agreement into Articles, Sections, Schedules and other subdivisions, the inclusion of headings and
the provision of a table of contents are for convenience of reference only and shall not affect the construction or interpretation of this Subscription
Agreement. The headings in this Subscription Agreement are not intended to be full or precise descriptions of the text to which they refer. Unless
something in the subject matter or context is inconsistent therewith, references herein to an Article, Section, Subsection, paragraph, clause or Schedule
are to the applicable article, section, subsection, paragraph, clause or schedule of this Subscription Agreement.

ARTICLE 2 - SCHEDULES
2.1 Description of Schedules

The following are the Schedules attached to and incorporated in this Subscription Agreement by reference and deemed to be a part
hereof:

Schedule "A" - Certificate of an Accredited Investor - Ontario

Schedule "B" - Certificate of an Accredited Investor - Alberta and British Columbia
Schedule "C" - Certificate of Offshore Purchaser

Schedule "D" - TSXV Form 4C Corporate Placee Registration Form

Schedule "E" - Term Sheet




ARTICLE 3 - SUBSCRIPTION AND DESCRIPTION OF UNITS
3.1 Subscription for the Units

The Subscriber hereby confirms its irrevocable subscription for and offer to purchase the Units from the Corporation, on and subject
to the teens and conditions set out in this Subscription Agreement, for the Subscription Price which is payable as described in Article 4 hereto.

3.2 Description of Units

Each Unit consists of one Common Share and one-half of one Warrant. Subject to the anti-dilution provisions contained in the
instrument under which the Warrants will be governed, each whole Warrant shall entitle the holder thereof to acquire one Warrant Share for a period
of thirty (30) months following the Closing Date at the Exercise Price; provided that, if at any time the closing trading price of the Common Shares for
any 20 consecutive trading days exceeds $2.50, the Corporation may accelerate the expiry date of the Warrants by giving notice to the holders thereof

and in such case the Warrants will expire on the 30" calendar day after the date on which such notice is deemed to have been received by such
holders.

3.3 Acceptance and Rejection of Subscription by the Corporation

The Subscriber acknowledges and agrees that the Corporation reserves the right, in its absolute discretion, to reject this subscription
for Units, in whole or in part, at any time prior to the Closing Time. If this subscription is rejected in whole, any cheques or other forms of payment
delivered to the-Agent representing the Subscription Price will be promptly returned to the Subscriber without interest or deduction. If this
subscription is accepted only in part, a cheque representing any refund of the Subscription Price for that portion of the subscription for the Units which
is not accepted, will be promptly delivered to the Subscriber without interest or deduction.

ARTICLE 4 - CLOSING
4.1 Closing

Delivery and sale of the Units and payment of the Subscription Price will be completed (the ""Closing™) at the offices of Goodman
and Carr LLP, at 2:00 p.m. (Toronto time) (the ""Closing Time"") on August 29, 2005 or such other place or date or time as the Corporation and the
Agent may agree (the ""Closing Date™). If, prior to the Closing Time, the terms and conditions contained in this Subscription Agreement and the
Agency Agreement have been complied with to the satisfaction of the Agent, or waived by the Agent, the Agent shall deliver to the Corporation all
completed Subscription Agreements and payment of the aggregate Subscription Price for all of the Units sold pursuant to the Agency Agreement
against delivery by the Corporation of certificates representing the Common Shares and Warrants and such other documentation as may be required
pursuant to the Subscription Agreement and the Agency Agreement.




If, prior to the Closing Time, the terms and conditions contained in this Subscription Agreement (other than delivery by the
Corporation to the Subscriber of certificates representing the Common Shares and Warrants) and the Agency Agreement have not been complied with
to the satisfaction of the Agent, or waived by it, the Agent, the Corporation and the Subscriber will have no further obligations under this Subscription
Agreement.

4.2 Conditions of Closing

The Offering is conditional upon, among other things, the Corporation obtaining TSXV Approval prior to the Closing Date.

The Subscriber acknowledges and agrees that the obligations of the Corporation hereunder are conditional on the accuracy of the
representations and warranties of the Subscriber contained in this Subscription Agreement as of the date of this Subscription Agreement, and as of the
Closing Time as if made at and as of the Closing Time, and the fulfillment of the following additional conditions as soon as possible and in any event

not later than the Closing Time:

@) unless other arrangements acceptable to the Agent have been made, payment by the Subscriber of the Subscription Price by
certified cheque or bank draft in Canadian dollars payable to "Research Capital Corporation™;

(b) the Subscriber having properly completed, signed and delivered this Subscription Agreement to:

Research Capital Corporation

222 Bay Street, Suite 1500
Toronto-Dominion Centre, Box 265
Toronto, ON M5K 1J5

Attention: Vice President, Investment Banking
Fax: (416) 860-7674

(c) the Subscriber having properly completed, signed and delivered one of either Schedule "A", "B" or "C" hereto, as
applicable; and

(d) (if applicable) the Subscriber having completed and provided the TSXV Form 4C Corporate Placee Registration Form set
out as Schedule "D" hereto.

4.3 Authorization of the Agent

The Subscriber irrevocably authorizes the Agent in its discretion, to act as the Subscriber's representative at the Closing, and hereby
appoints the Agent, with full power of substitution, as its true and lawful attorney with full power and authority in the Subscriber's place and stead:




@)

(b)

©

to receive certificates representing the Common Shares and Warrants, to execute in the Subscriber's name and on its behalf
all closing receipts and required documents, to complete and correct any errors or omissions in any form or document
provided by the Subscriber in connection with the subscription for the Units and to exercise any rights of termination
contained in the Agency Agreement;

to extend such time periods and to waive, in whole or in part, any representations, warranties, covenants or conditions for
the Subscriber's benefit contained in this Subscription Agreement, and the Agency Agreement or any ancillary or related
document; and

to terminate this Subscription Agreement if any condition precedent is not satisfied, in such manner and on such terms and
conditions as the Agent in its sole discretion may determine.

ARTICLE 5- REPRESENTATIONS AND
WARRANTIES OF THE CORPORATION

5.1 By execution of this Subscription Agreement, the Corporation hereby agrees with the Subscriber that the Subscriber shall have the benefit of the
representations and warranties made by the Corporation to the Agent and set forth in the Agency Agreement, such representations and warranties shall
form an integral part of this Subscription Agreement and shall survive the Closing of the purchase and sale of Units and shall continue in full force and
effect for the benefit of the Subscriber in accordance with the Agency Agreement.

5.2 The Corporation hereby represents and warrants to, and covenants with, the Subscriber as follows and acknowledges that the Subscriber is relying
on such representations and warranties in connection with the transactions contemplated herein that:

@)

(b)

©

(d)

the Corporation is not an "investment company" within the meaning of the Investment Company Act of 1940 (United States);

the Corporation is a "foreign issuer" (as such term is defined in Regulation S of the U.S. Securities Act) and there is no
"substantial U.S. market interest" (as such tern is defined in Regulation S of the U.S. Securities Act) in the Securities;

neither the Corporation nor any of its affiliates, nor any person acting on its or their behalf (i) has made or will make any
"directed selling efforts" (as such term is defined in Regulation S of the U.S. Securities Act) in the United States, or (ii) has
engaged in or will engage in any form of "general solicitation or "general advertising” (as such terns are defined in Rule
502 (c) under Regulation D of the U.S. Securities Act) in the United States with respect to offers or sales of the Securities;

the Corporation is not required to file reports under Section 13(a) or Section 15(d) of the United States Securities Exchange
Act of 1934, as amended;




(e) the Corporation has not, for a period of six months prior to the date hereof, sold, offered for sale or solicited any offer to buy
any of its securities in a manner that would be integrated with the offer and sale of the Units and would cause the exemption
from registration set forth in Rule 506 of Regulation D or Rule 903 of Regulation S of the U.S. Securities Act to become
unavailable with respect to the offer and sale of the Securities; and

(U] the Corporation will use its best efforts to remain a "foreign issuer" (as such teen is defined in Regulation S of the U.S.
Securities Act) for a period of eighteen (18) months following the Closing Date.

5.3 The Corporation shall indemnify, defend and hold the Subscriber (which term shall, for the purposes of this Section, include the Subscriber or its
shareholders, managers, partners, directors, officers, members, employees, direct or indirect investors, agents and affiliates and assignees and the
stockholders, partners, directors, members, managers, officers, employees direct or indirect investors and agents of such affiliates and assignees)
harmless against any and all liabilities, loss, cost or damage, together with all reasonable costs and expenses related thereto (including reasonable legal
and accounting fees and expenses), arising from, relating to, or connected with an untrue, inaccurate or breached statement, representation, warranty
or covenant of the Corporation contained herein or in the Agency Agreement. The Corporation undertakes to notify the Subscriber immediately of any
change in any representation, warranty or other material information relating to the Corporation set forth in this Subscription Agreement or in the
Agency Agreement which takes place prior to the Closing Time and of any change that would cause the representations, warranties and covenants of
the Corporation set forth in paragraphs (a), (b), (c), (d) and (f) of Section 5.2 above to be untrue for a period of eighteen (18) months following the
Closing Date.

ARTICLE 6 - ACKNOWLEDGEMENTS, COVENANTS,
REPRESENTATIONS AND WARRANTIES OF THE SUBSCRIBER

6.1 Acknowledgements, Representations, Warranties and Covenants of the Subscriber

The Subscriber, on its own behalf and, if applicable and as permitted under applicable Securities Laws, on behalf of each beneficial
purchaser for whom it is acting, hereby represents and warrants to, and covenants with, the Corporation as follows and acknowledges that the
Corporation and the Agent are relying on such representations and warranties in connection with the transactions contemplated herein:

@) The Subscriber, and if applicable) each beneficial purchaser for whom it is acting, is a resident in the jurisdiction set out on
the face page of this Subscription Agreement and the Subscriber and any such beneficial purchaser was solicited to purchase
the Units solely in such jurisdiction. Such address was not created and is not used solely for the purpose of acquiring the
Units and the Subscriber and any beneficial purchaser was solicited to purchase the Units solely in such jurisdiction.




(b)

©

(d)

©

If the Subscriber, and (if applicable) any beneficial purchaser for whom it is acting, are resident in any of the provinces of
Ontario, Alberta and British Columbia, or of a jurisdiction other than Canada or the United States or are otherwise subject to
the securities laws of any of such provinces or jurisdictions, the Subscriber, on its own behalf and (if applicable) on behalf
of any such beneficial purchaser, makes the representations, warranties and covenants set out in either Schedule "A",
Schedule "B" or Schedule "C", as applicable, with the Corporation, and the Subscriber, and (if applicable) any such
beneficial purchaser, may avail itself of one or more of the categories of prospectus exempt purchasers listed in one of
Schedule "A", Schedule "B" or Schedule "C", as applicable.

The Subscriber has properly completed, executed and delivered within applicable time periods to the Corporation the
applicable certificate and form (dated as of the date hereof) set forth in either Schedule "A", Schedule "B" or Schedule "C"
and (if applicable) Schedule "D" and the information contained therein is true and correct.

The representations, warranties and covenants contained in the applicable Schedules will be true and correct both as of the
date of execution of this Subscription Agreement and as of the Closing Time.

The Subscriber or (if applicable) any beneficial purchaser for whom it is acting is neither a U.S. Purchaser nor subscribing
for the Units for the account of a U.S. Purchaser or for resale in the United States and the Subscriber confirms that:

(i) the offer was not made to the Subscriber when the Subscriber was in the United States and, at the time the Subscriber's
buy order was made, the Subscriber was outside the United States;

(ii) the Subscriber was outside the United States at the time this Subscription Agreement was executed and delivered;

(iii) the Subscriber is not and will not be purchasing the Securities for the account or benefit of any person in the United
States;

(iv) the current structure of this transaction and all transactions and activities contemplated hereunder is not a scheme to
avoid the registration requirements of the U.S. Securities Act; and

(v) the Subscriber has no intention to distribute either directly or indirectly any of the Securities in the United States, neither
the Subscriber nor any beneficial purchaser for whom it is acting will offer, sell or otherwise dispose of the Common
Shares, Warrants and Warrant Shares in the United States or to any person in the United States unless such offer, sale or
disposition is made in accordance with an exemption from the




®

)

(h)

registration requirements under the U.S. Securities Act and the securities laws of all applicable states of the United States or
the U.S. Securities and Exchange Commission has declared effective a registration statement in respect of such securities.

If the Subscriber, or any beneficial purchaser for whom it is acting, is not a person resident in Canada, the subscription for
the Units by the Subscriber, or such beneficial purchaser, does not contravene any of the applicable securities legislation in
the jurisdiction in which the Subscriber or such beneficial purchaser resides and does not give rise to any obligation of the
Corporation or the Agent to prepare and file a prospectus or similar document or to register the Units or to be registered with
or to file any report or notice with any governmental or regulatory authority.

The execution and delivery of this Subscription Agreement, the performance and compliance with the terms hereof, the
subscription for the Units and the completion of the transactions described herein by the Subscriber will not result in any
material breach of, or be in conflict with or constitute a material default under, or create a state of facts which, after notice or
lapse of time, or both, would constitute a material default under any term or provision of the constating documents, by-laws
or resolutions of the Subscriber, the Securities Laws or any other laws applicable to the Subscriber, any agreement to which
the Subscriber is a party, or any judgment, decree, order, statute, rule or regulation applicable to the Subscriber.

If the Subscriber is subscribing for the Units as principal, it is doing so for its own account and not for the benefit of any
other person (within the meaning of applicable Securities Laws) and not with a view to the resale or distribution of all or any
of the Units or if it is not subscribing as principal, it acknowledges that the Corporation may be required by law to disclose
to certain regulatory authorities the identity of each beneficial purchaser of the Units for whom it is acting.

In the case of a subscription for the Units by the Subscriber acting as trustee or agent (including, for greater certainty, a
portfolio manager or comparable adviser) for a principal, the Subscriber is duly authorized to execute and deliver this
Subscription Agreement and all other necessary documentation in connection with such subscription on behalf of each such
beneficial purchaser, each of whom is subscribing as principal for its own account, not for the benefit of any other person
and not with a view to the resale or distribution of the Common Shares and Warrants, and this Subscription Agreement has
been duly authorized, executed and delivered by or on behalf of and constitutes a legal, valid and binding agreement of,
such principal, and the Subscriber acknowledges that the Corporation and/or the Agent may be required by law to disclose
the identity of each beneficial purchaser for whom the Subscriber is acting.




0)

(k)

0]

(m)

(n)

In the case of a subscription for the Units by the Subscriber acting as principal, this Subscription Agreement has been duly
authorized, executed and delivered by, and constitutes a legal, valid and binding agreement of, the Subscriber. This
Subscription Agreement is enforceable in accordance with its terms against the Subscriber and (if applicable) any beneficial
purchaser on whose behalf the Subscriber is acting.

If the Subscriber is:

0] a corporation, the Subscriber is duly incorporated and is validly subsisting under the laws of its jurisdiction of
incorporation and has all requisite legal and corporate power and authority to execute and deliver this Subscription
Agreement, to subscribe for the Units as contemplated herein and to observe and perform its obligations under the
terms of this Subscription Agreement;

(i) a partnership, syndicate or other form of unincorporated organization, the Subscriber has the necessary legal
capacity and authority to execute and deliver this Subscription Agreement and to observe and perform its covenants
and obligations hereunder and has obtained all necessary approvals in respect thereof; or

(iii) an individual, the Subscriber is of the full age of majority and is legally competent to execute this Subscription
Agreement and to observe and perform his or her covenants and obligations hereunder.

Other than the Agent (and any group of investment dealers managed by the Agent for the purposes of offering the Units for
sale), there is no person acting or purporting to act in connection with the transactions contemplated herein who is entitled to
any brokerage or finder's fee. If any person establishes a claim that any fee or other compensation is payable in connection
with this subscription for the Units, the Subscriber covenants to indemnify and hold harmless the Corporation and the Agent
with respect thereto and with respect to all costs reasonably incurred in the defence thereof.

The Subscriber is not, with respect to the Corporation or any of its affiliates, a Control Person.

If required by applicable Securities Laws or the Corporation, the Subscriber will execute, deliver and file or assist the
Corporation in filing such reports, undertakings and other documents with respect to the issue of the Common Shares,
Warrants or Warrant Shares as may be required by any securities commission, stock exchange or other regulatory authority.
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The Subscriber, and each beneficial purchaser for whom it is acting, have been advised to consult their own legal advisors
with respect to trading in the Common Shares, Warrants, and Warrant Shares and with respect to the resale restrictions
imposed by the Securities Laws of the province in which the Subscriber resides and other applicable securities laws, and
acknowledges that no representation has been made respecting the applicable hold periods imposed by the Securities Laws
and other applicable securities laws or other resale restrictions applicable to such securities which restrict the ability of the
Subscriber (or others for whom it is acting) to resell such securities, that the Subscriber (or others for whom it is acting) is
solely responsible to find out what these restrictions are and the Subscriber is solely responsible (and neither the Corporation
nor the Agent are in any way responsible) for compliance with applicable resale restrictions and the Subscriber is aware that
it (or beneficial purchaser for whom it is acting) may not be able to resell such securities except in accordance with limited
exemptions under the Securities Laws and other applicable securities laws.

The Subscriber has not received or been provided with a prospectus, offering memorandum, within the meaning of the
Securities Laws, or any sales or advertising literature in connection with the Offering and the Subscriber's decision to
subscribe for the Units was not based upon, and the Subscriber has not relied upon, any oral or written representations as to
facts made by or on behalf of the Corporation or the Agent. The Subscriber's decision to subscribe for the Units was based
solely upon the Term Sheet attached hereto as Schedule "B" and information about the Corporation which is publicly
available (any such information having been obtained by the Subscriber without independent investigation or verification by
the Agent).

The Subscriber is not purchasing Units with knowledge of material information concerning the Corporation which has not
been generally disclosed on SEDAR.

No person has made any written or oral representations:

(i) that any person will resell or repurchase the Common Shares, the Warrants or the Warrant Shares;

(i) that any person will refund the Subscription Price; or

(iii) as to the future price or value of the Common Shares, the Warrants or the Wan-ant Shares.

The subscription for the Units has not been made through or as a result of, and the distribution of the Common Shares and
Warrants is not being accompanied by any advertisement, including without limitation in printed public media, radio,
television or telecommunications, including electronic display, or as part of a general solicitation.

11




®

None of the funds being used to purchase Units are, to the Subscriber's knowledge, proceeds obtained or derived directly or
indirectly as a result of illegal activities.

6.2 Acknowledgments of the Subscriber

The Subscriber, on its own behalf and, if applicable, on behalf of each beneficial purchaser for whom it is acting, acknowledges and

agrees as follows:

@

(b)

©

()

©

®

The Subscriber has received a copy of the Term Sheet setting out the principal terms of the Offering.

The Subscriber acknowledges that the aggregate gross proceeds of the Offering will be up to $7,750,000. The Subscriber
further acknowledges that in addition to the Offering, the Corporation may issue Common Shares or Units to purchasers
under non-brokered private placements.

No securities commission, agency, governmental authority, regulatory body, stock exchange or other regulatory body has
reviewed or passed on the merits of the Common Shares, the Warrants or the Warrant Shares.

The Common Shares and Warrants shall be, and the Warrant Shares may be, subject to statutory resale restrictions under the
Securities Laws of the province in which the Subscriber resides and under other applicable securities laws, and the
Subscriber covenants that it will not resell the Common Shares, Warrants or Warrant Shares except in compliance with such
laws and the Subscriber acknowledges that it is solely responsible (and neither the Corporation nor the Agent are in any way
responsible) for such compliance.

The Subscriber's ability to, transfer the Common Shares, Warrants and Warrant Shares is limited by, among other things,
applicable Securities Laws.

The certificates representing the Common Shares and Warrants will bear, as of the Closing Date, legends substantially in the
following form and with the necessary information inserted:

"UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE HOLDER OF THIS SECURITY
MUST NOT TRADE THE SECURITY BEFORE <INSERT DATE THAT IS FOUR (4) MONTHS AND
ONE (1) DAY AFTER CLOSING DATE>."

In addition, the Common Shares will also bear a legend substantially in the following form:
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"WITHOUT PRIOR WRITTEN APPROVAL OF THE TSX VENTURE EXCHANGE AND
COMPLIANCE WITH ALL APPLICABLE SECURITIES LEGISLATION, THE SECURITIES
REPRESENTED BY THIS CERTIFICATE MAY NOT BE SOLD, TRANSFERRED, HYPOTHECATED
OR OTHERWISE TRADED ON OR THROUGH THE FACILITIES OF THE TSX VENTURE
EXCHANGE OR OTHERWISE IN CANADA OR TO OR FOR THE BENEFIT OF A CANADIAN
RESIDENT UNTIL < INSERT THE DATE THAT IS FOUR (4) MONTHS AND ONE (1) DAY AFTER
THE CLOSING DATE>."

In the event that holders of Warrants exercise the Warrants prior to the expiry of the hold periods applicable to the Warrants,
the Warrant Shares will bear legends substantially in the following form and with the necessary information inserted:

"UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE HOLDER OF THIS SECURITY
MUST NOT TRADE THE SECURITY BEFORE <INSERT DATE THAT IS FOUR (4) MONTHS AND
ONE (1) DAY AFTER CLOSING DATE>.

"WITHOUT PRIOR WRITTEN APPROVAL OF THE TSX VENTURE EXCHANGE AND
COMPLIANCE WITH ALL APPLICABLE SECURITIES LEGISLATION, THE SECURITIES
REPRESENTED BY THIS CERTIFICATE MAY NOT BE SOLD, TRANSFERRED, HYPOTHECATED
OR OTHERWISE TRADED ON OR THROUGH THE FACILITIES OF THE TSX VENTURE
EXCHANGE OR OTHERWISE IN CANADA OR TO OR FOR THE BENEFIT OF A CANADIAN
RESIDENT UNTIL < INSERT THE DATE THAT IS FOUR (4) MONTHS AND ONE (1) DAY AFTER
THE CLOSING DATE>."

The Agent and/or its counsel, directors, officers, employees, agents and representatives assume no responsibility or liability
of any nature whatsoever for the accuracy or adequacy of any such publicly available information concerning the
Corporation or as to whether all information concerning the Corporation that is required to be disclosed or filed by the
Corporation under the Securities Laws has been so disclosed or filed.

The Subscriber, and each beneficial purchaser for whom it is acting shall execute, deliver, file and otherwise assist the
Corporation and the Agent with filing all documentation required by the applicable Securities Laws to permit the
subscription for the Units and the issuance of the Common Shares, Warrants or Warrant Shares as may be required.
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The Corporation is relying on the representations, warranties and covenants contained herein and in the applicable
Schedules attached hereto to determine the Subscriber's eligibility to subscribe for the Units under applicable Securities
Laws and other applicable securities laws and the Subscriber agrees to indemnify the Corporation, the Agent and each of
their respective directors and officers against all losses, claims, costs, expenses, damages or liabilities which any of them
may suffer or incur as a result of or arising from reliance thereon. The Subscriber undertakes to immediately notify the
Corporation of any change in any statement or other information relating to the Subscriber set forth in such applicable
Schedules which takes place prior to the Closing Time.

The Corporation is relying on an exemption from the requirement to provide the Subscriber with a prospectus under the
Securities Laws and, as a consequence of acquiring the Common Shares, Warrants and Warrant Shares pursuant to such
exemption, certain protections, rights and remedies provided by the Securities Laws, including statutory rights of rescission
and/or damages, will not be available to the Subscriber.

The Common Shares, Warrants and the Warrant Shares are being offered pursuant to an exclusion from the registration
requirements of the U.S. Securities Act pursuant to Regulation S promulgated thereunder. The Common Shares, Warrants
and the Warrant Shares have not been and will not be registered under the U.S. Securities Act and may not be offered or
sold in the United States or to U.S. Purchasers unless registered under such act or an exemption from the registration
requirements of such act is available.

The Subscriber acknowledges that the Warrants may not be exercised in the United States by or on behalf of a U.S.
Purchaser, unless the Common Shares, Warrants and Warrant Shares are registered under the U.S. Securities Act and
applicable state securities law or unless the Corporation has consented to such offer, sale or distribution and such exercise is
made in accordance with an exemption from the registration requirements under the U.S. Securities Act and the securities
laws of all applicable states of the United States.

The Subscriber, and each beneficial purchaser for whom it is acting, is responsible for obtaining such legal and tax advice as
it considers appropriate in connection with the execution, delivery and performance of this Subscription Agreement and the
transactions contemplated under this Subscription Agreement.
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(o) There is no government or other insurance covering the Common Shares, Warrants, or the Warrant Shares.

(p) There are risks associated with the purchase of the Common Shares, Warrants, or Warrant Shares.

6.3 Reliance on Representations, Warranties, Covenants and Acknowledgements

The Subscriber acknowledges and agrees that the representations, warranties, covenants and acknowledgements made by the Subscriber in
this Subscription Agreement are made with the intention that they may be relied upon by the Corporation and the Agent in determining the Subscriber's
eligibility (and, if applicable, the eligibility of others for whom the Subscriber is acting) to purchase the Units under the Securities Laws and other
applicable securities laws. The Subscriber further agrees that by accepting the Units, the Subscriber shall be representing and warranting that such
representations, warranties, acknowledgements and covenants are true as at the Closing Time with the same force and effect as if they had been made
by the Subscriber at the Closing Time and that they shall survive the purchase by the Subscriber of the Units and shall continue in full force and effect
notwithstanding any subsequent disposition by the Subscriber of any of the Common Shares, Warrants or Warrant Shares.

ARTICLE 7 - SURVIVAL OF REPRESENTATIONS,
WARRANTIES AND COVENANTS

7.1 Survival of Representations, Warranties and Covenants of the Corporation

The representations, warranties and covenants of the Corporation contained in this Subscription Agreement shall survive the Closing
and, notwithstanding such Closing or any investigation made by or on behalf of the Subscriber with respect thereto, shall continue in fall force and
effect for the benefit of the Subscriber and the Agent.

7.2 Survival of Representations, Warranties and Covenants of the Subscriber

The representations, warranties and covenants of the Subscriber contained in this Subscription Agreement shall survive the Closing
and, notwithstanding such Closing or any investigation made by or on behalf of the Corporation or the Agent with respect thereto, shall continue in full
force and effect for the benefit of the Corporation and the Agent.

ARTICLE 8 - COMMISSION
8.1 Commission to Agent

The Subscriber understands that in connection with the issue and sale of the Units pursuant to the Offering: (a) the Agent will receive
from the Corporation on Closing, a cash commission equal to 7% of the aggregate Subscription Price; and (b) the Corporation will also grant to the
Agent options (the ""Compensation Options') equal in number to 10% of the number of Units sold pursuant to the Offering. Each Compensation
Option will entitle the Agent to purchase one Common Share at $1.25 for a period of twenty-four (24) months following the Closing Date, provided
that if at any time the closing trading price of the Common Shares for any 20 consecutive trading days exceeds $2.50, the Corporation may accelerate
the expiry date of the Compensation Option by giving notice to the Agent and in such case the Compensation Option will expire on the 30" calendar
day after the date on which such notice is deemed to be received by the Agent. No other fee or commission is payable by the Corporation in connection
with the completion of the Offering. However, the Corporation will pay certain fees and expenses of the Agent in connection with the Offering, as set
out in the Agency Agreement.
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ARTICLE 9 - COLLECTION OF PERSONAL INFORMATION

9.1 Collection of Personal Information

The Subscriber (on its own behalf and, if applicable, on behalf of each beneficial purchaser for whose benefit the Subscriber is
acting) acknowledges and consents to the fact the Corporation and the Agent are collecting the Subscriber's (and any beneficial purchaser's) personal
information for the purpose of completing the Subscriber's subscription. The Subscriber (on its own behalf and, if applicable, on behalf of each
beneficial purchaser for whose benefit the Subscriber is acting) acknowledges and consents to the Corporation and Agent retaining the personal
information for as long as permitted or required by applicable law or business practices. The Subscriber (on its own behalf and, if applicable, on behalf
of each beneficial purchaser for whose benefit the Subscriber is acting) further acknowledges and consents to the fact the Corporation or the Agent may
be required by applicable Securities Laws, stock exchange rules, and Investment Dealers Association of Canada rules to provide regulatory authorities
any personal information provided by the Subscriber respecting itself (and any beneficial purchaser). The Subscriber represents and warrants that it has
the authority to provide the consents and acknowledgements set out in this paragraph on behalf of all beneficial purchasers.

ARTICLE 10 - MISCELLANEOUS

10.1 Further Assurances

Each of the parties hereto upon the request of each of the other parties hereto, whether before or after the Closing Time, shall do,
execute, acknowledge and deliver or cause to be done, executed, acknowledged and delivered all such further acts, deeds, documents, assignments,
transfers, conveyances, powers of attorney and assurances as may reasonably be necessary or desirable to complete the transactions contemplated
herein.

10.2 Notices
@) Any notice, direction or other instrument required or permitted to be given to any party hereto shall be in writing and shall
be sufficiently given if delivered personally, or transmitted by facsimile tested prior to transmission to such party, as
follows:
0] in the case of the Corporation, to:

Polymet Mining Corp.
2350-1177 West Hastings Street
Vancouver, B.C. V6E 2K3
Attention: President

Fax: (604) 669-4705
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(b)

with a copy to :

Vector Corporate Finance Lawyers
1040 - 999 West Hastings Street
Vancouver, B.C. V6C 2W2

Attention: Graham Scott
Fax: (604) 683-2643

(i) in the case of the Subscriber, at the address specified on the face page hereof, with a copy to the Agent at:

Research Capital Corporation
222 Bay Street, Suite 1500
Toronto-Dominion Centre
Box 265

Toronto, ON M5K 1J5

Attention: Vice President, Investment Banking
Fax: (416) 860-7674

with a copy to:

Goodman and Carr LLP
2300 - 200 King Street West
Toronto, ON M5H 3W5

Attention: Gary Litwack
Fax: (416) 595-0567

Any such notice, direction or other instrument, if delivered personally, shall be deemed to have been given and received on
the day on which it was delivered, provided that if such day is not a Business Day then the notice, direction or other
instrument shall be deemed to have been given and received on the first Business Day next following such day and if
transmitted by fax, shall be deemed to have been given and received on the day of its transmission, provided that if such day
is not a Business Day or if it is transmitted or received after the end of normal business hours then the notice, direction or
other instrument shall be deemed to have been given and received on the first Business Day next following the day of such
transmission.
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(c) Any party hereto may change its address for service from time to time by notice given to each of the other parties hereto in
accordance with the foregoing provisions.

10.3 Time of the Essence

Time shall be of the essence of this Subscription Agreement and every part hereof.

10.4 Costs and Expenses

All costs and expenses (including, without limitation, the fees and disbursements of legal counsel) incurred in connection with this
Subscription Agreement and the transactions herein contemplated shall be paid and borne by the party incurring such costs and expenses.

10.5 Applicable Law

This Subscription Agreement shall be construed and enforced in accordance with, and the rights of the parties shall be governed by,
the laws of the province of Ontario and the laws of Canada applicable therein. Any and all disputes arising under this Subscription Agreement,
whether as to interpretation, performance or otherwise, shall be subject to the non-exclusive jurisdiction of the courts of the province of Ontario and
each of the parties hereto hereby irrevocably attorns to the jurisdiction of the courts of such province.

10.6 Entire Agreement

This Subscription Agreement, including the Schedules hereto, constitutes the entire agreement between the parties with respect to
the transactions contemplated herein and cancels and supersedes any prior understandings, agreements, negotiations and discussions between the
parties. There are no representations, warranties, teens, conditions, undertakings or collateral agreements or understandings, express or implied,
between the parties hereto other than those expressly set forth in this Subscription Agreement or in any such agreement, certificate, affidavit, statutory
declaration or other document as aforesaid. This Subscription Agreement may not be amended or modified in any respect except by written instrument
executed by each of the parties hereto.

10.7 Counterparts

This Subscription Agreement may be executed in two or more counterparts, each of which shall be deemed to be an original and all
of which together shall constitute one and the same Subscription Agreement. Counterparts may be delivered either in original or faxed form and the
parties adopt any signature received by a receiving fax machine as original signatures of the parties.

10.8 Assignment

This Subscription Agreement may not be assigned by either party except with the prior written consent of the other parties hereto.
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10.9 Enurement

This Subscription Agreement shall enure to the benefit of and be binding upon the parties hereto and their respective heirs, executors,
successors (including any successor by reason of the amalgamation or merger of any party), administrators and permitted assigns.

[PAGE INTENTIONALLY LEFT BLANK]
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10.10 Acceptance

The Corporation hereby accepts the subscription for Units as set forth on the face page of this Subscription Agreement on the teens
and conditions contained in the Subscription Agreement (including all applicable schedules) this day of , 2005.

POLYMET MINING CORP.

Per:
Authorized Signing Officer
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SCHEDULE "A"

CERTIFICATE
ONTARIO RESIDENT EXEMPTION FORM

The Subscriber (on its own behalf and, if applicable, on behalf of each beneficial purchaser on whose behalf the Subscriber is acting)
represents, warrants and covenants to the Corporation and the Agent and acknowledges that the Corporation and the Agent, and their
counsel, are relying thereon that: [Initial or place a checkmark in the box to the left of each applicable item; choose only one of item (a) or (b)
below and choose only one sub item in (a) or (b)]:

O (a)

the Subscriber is resident in Ontario, has completed the attached Ontario Resident
Accredited Investor Certificate and:

O

(i)

if purchasing the securities as principal, the Subscriber is an "accredited investor" (as such term is defined in Rule 45-501 of
the Ontario Securities Commission (""Rule 45-501"")), is purchasing the securities as principal for its own account and not for
the benefit of any other person, it is purchasing for investment only and not with a view to resale or distribution and no other
person, corporation, fine or other organization has a beneficial interest in the said securities being purchased; or

(i)

if purchasing the securities as agent for a principal disclosed on the cover page of this Subscription Agreement, the Subscriber
is an agent or trustee of such disclosed principal and such disclosed principal for whom the Subscriber is acting is an
"accredited investor”, is purchasing the securities as principal for its own account and not for the benefit of any other person,
and is purchasing for investment only and not with a view to resale or distribution and no other person, corporation, fine or
other organization has a beneficial interest in the said securities being purchased; OR

(b)

the Subscriber is resident in Ontario and is purchasing the securities for a principal or principals which is or are undisclosed or
identified by account number only and the Subscriber is:

(i)

a portfolio adviser (as such tern is defined in Rule 45-501) and is purchasing the securities for one or more managed accounts
(as defined in Rule 45-501); or

(i)

a trust corporation registered under the Loan and Trust Corporations Act (Ontario) or under the Trust and Loan Companies Act
(Canada) or under comparable legislation in any jurisdiction and is purchasing the securities for an account that is fully
managed by such trust corporation.




ONTARIO RESIDENT ACCREDITED INVESTOR CERTIFICATE

The Subscriber hereby represents, warrants and certifies to the Corporation and the Agent that the Subscriber (or its disclosed principal) is
an ""accredited investor" as defined in Rule 45-501 by virtue of being: [check appropriate boxes]

Accredited Investors

O

@)

(b)
©

(@)

©)
®

@)
(h)

0]
@

(k)

0]
(m)

(n)

a bank listed in Schedule I or Il of the Bank Act (Canada), or an authorized foreign bank listed in Schedule Il of the Bank Act
(Canada);
the Business Development Bank incorporated under the Business Development Bank Act (Canada);

a loan corporation or trust corporation registered under the Loan and Trust Corporations Act (Ontario) or under the Trust and Loan
Corporations Act (Canada), or under comparable legislation in any other jurisdiction;

a co-operative credit society, credit union central, federation of caisses populaires, credit union or league, or regional caisse
populaire, or an association under the Cooperative Credit Associations Act (Canada), in each case, located in Canada;

a company licensed to do business as an insurance company in any jurisdiction of Canada;

a subsidiary entity of any company referred to in paragraph (a), (b), (c), (d) or (e), where the company owns all of the voting shares
of the subsidiary entity;

a person or company registered under the Securities Act (Ontario) or securities legislation in another jurisdiction of Canada as an
adviser or dealer, other than a limited market dealer;

the government of Canada or of any jurisdiction, or any crown corporation, instrumentality or agency of a Canadian federal,
provincial or territorial government;

any Canadian municipality or any Canadian provincial or territorial capital city;

any national, federal, state, provincial, territorial or municipal government of or in any foreign jurisdiction, or any instrumentality
or agency thereof;

a pension fund that is regulated by either the Office of the Superintendent of Financial Institutions (Canada) or a provincial pension
commission or similar regulatory authority;

a registered charity under the Income Tax Act (Canada);

an individual who beneficially owns, or who together with a spouse beneficially own, financial assets having an aggregate
realizable value that, before taxes but net of any related liabilities, exceeds $1,000,000;

an individual whose net income before taxes exceeded $200,000 in each of the two most recent years or whose net income before
taxes combined with that of a spouse exceeded $300,000 in each of those years and who, in either case, has a reasonable
expectation of exceeding the same net income level in the current year;




o ()
o (@)
O ()
o (s)
o )
o (u)
O )
o (w)
O )
o )
O @

an individual who has been granted registration under the Securities Act (Ontario) or securities legislation in another jurisdiction of
Canada as a representative of a person or company referred to in paragraph (g), whether or not the individual's registration is still
in effect;

a promoter of the Corporation or an affiliated entity of a promoter of the Corporation;

a spouse, parent, brother, sister, grandparent or child of an officer, director or promoter of the Corporation;

a person or company that, in relation to the Corporation, is an affiliated entity or a person or company referred to in clause (c) of
the definition of distribution in subsection 1(1) of the Securities Act (Ontario);

a company, limited liability company, limited partnership, limited liability partnership, trust or estate, other than a mutual fund or
non-redeemable investment fund, that had net assets of at least $5,000,000 as reflected in its most recently prepared financial
statements;

a person or company that is recognized by the Ontario Securities Commission as an accredited investor, pursuant to a discretionary
order of the Ontario Securities Commission;

a mutual fund or non-redeemable investment fund that, in Ontario, distributes its securities only to persons or companies that are
accredited investors;

a mutual fund or non-redeemable investment fund that, in Ontario, distributes its securities under a prospectus for which a receipt
has been granted by the Director of the Ontario Securities Commission or, if it has ceased distribution of its securities, previously
distributed its securities in this manner;

a fully managed account if it is acquiring a security that is not a security of a mutual fund or non-redeemable investment fund,;

an account that is fully managed by a trust corporation registered under the Loan and Trust Corporations Act (Ontario) or under
the Trust and Loan Companies Act (Canada), or under comparable legislation in any other jurisdiction;

an entity organized outside of Canada that is analogous to any of the entities referred to in paragraphs (a) through (g) and
paragraph (k) in form and function; or

a person or company in respect of which all of the owners of interests, direct or indirect, legal or beneficial, are persons or
companies that are accredited investors.

For the purposes hereof, the following terms shall have the following meanings:

company'' means any corporation, incorporated association, incorporated syndicate or other incorporated organization.

control person' means any person, company or combination of persons or companies holding a sufficient number of any securities of the
Corporation to affect materially the control of the Corporation, but any holding of any persons, company or combination of persons or
companies holding more than 20 per cent of the outstanding voting securities of the Corporation, in the absence of evidence to the contrary,
shall be deemed to affect materially the control of the Corporation.




"director' where used in relation to a person, includes a person acting in a capacity similar to that of a director of a company.
"entity'* means a company, syndicate, partnership, trust or unincorporated organization.

"financial assets" means cash, securities, or any contract of insurance or deposit or evidence thereof that is not a security for the purposes of
the Securities Act (Ontario).

"individual" means a natural person, but does not include a partnership, unincorporated association, unincorporated organization, trust or a
natural person in his or her capacity as trustee, executor, administrator or other legal personal representative.

"fully managed account™ means an investment portfolio account of a client established in writing with a portfolio adviser who makes
investment decisions for the account and has full discretion to trade in securities of the account without requiring the client's express consent
to a transaction.

"mutual fund™ includes an issuer whose primary purpose is to invest money provided by its security holders and whose securities entitle the
holder to receive on demand, or within a specified period after demand, an amount computed by reference to the value of a proportionate
interest in the whole or in a part of the net assets, including a separate fund or trust account, of the issuer of the securities.

""non-redeemable investment fund'* means an issuer

@) whose primary purpose is to invest money provided by its securityholders;

(b) that does not invest for the purpose of exercising effective control, seeking to exercise effective control, or being actively involved in
the management of the issuers in which it invests, other than other mutual funds or non-redeemable investment funds; and

(c) is not a mutual fund.

"officer' means the chair, any vice-chair of the board of directors, the president, any vice-president, the secretary, the assistant secretary, the
treasurer, the assistant treasurer, and the general manager of a company, and any other person designated an officer or a company by by-law
or similar authority, or any individual acting in a similar capacity on behalf of the Corporation.

"person’ means an individual, partnership, unincorporated association, unincorporated syndicate, unincorporated organization, trust, trustee,
executor, administrator, or other legal representative.




"portfolio adviser™ means (a) a portfolio manager; or (b) a broker or investment dealer exempted from registration as an adviser under
subsection 148(1) of the Regulation to the Securities Act (Ontario) if that broker or investment dealer is not exempt from the by-laws or
regulations of the Toronto Stock Exchange or the Investment Dealers' Association of Canada referred to in that subsection.

"promoter' means (a) a person or company who, acting alone or in conjunction with one or more other persons, companies or a combination
thereof, directly or indirectly, has taken the initiative in founding, organizing or substantially reorganizing the business of the Corporation, or
(b) a person or company who, in connection with the founding, organizing or substantial reorganizing of the business of the Corporation,
directly or indirectly, received in consideration of services or property, or both services and property, 10 per cent or more of any class of
securities of the Corporation or 10 percent or more of the proceeds from the sale of any class of securities of a particular issue, but a person or
company who receives such securities or proceeds either solely as underwriting commissions or solely in consideration of property shall not
be deemed a promoter within the meaning of this definition if such person or company does not otherwise take part in founding, organizing, or
substantially reorganizing the business.

"related liabilities™ means liabilities incurred or assumed for the purpose of financing the acquisition or ownership of financial assets and
liabilities that are secured by financial assets.

"'spouse™, in relation to an individual, means another individual to whom that individual is married, or another individual of the opposite sex
or the same sex with whom that individual is living in a conjugal relationship outside marriage.

For the purposes of the foregoing:

@)
(b)

a person or company is considered to be an affiliated entity of another person or company if one is a subsidiary entity of the other, or if both
are subsidiary entities of the same person or company, or if each of them is controlled by the same person or company.
a person or company is considered to be controlled by a person or company if
(i) in the case of a person or company,
(A) voting securities of the first mentioned person or company carrying more than 50 percent of the votes for the election of
directors are held, otherwise than by way of security only, by or for the benefit of the other person or company, and
(B) the votes carried by the securities are entitled, if exercised, to elect a majority of the directors of the first-mentioned person
or company;
(i) in the case of a partnership that does not have directors, other than a limited partnership, the second-mentioned person or company
holds more than 50 percent of the interests in the partnership; or
(iii) in the case of a limited partnership, the general partner is the second-mentioned person or company; and




(c) a person or company is considered to be a subsidiary entity of another person or company if

(i) it is controlled by,
(A) that other, or
(B) that other and one or more persons or companies each of which is controlled by that other, or
© two or more persons or companies, each of which is controlled by that other; or

(d) it is a subsidiary entity of a person or company that is the other's subsidiary entity.




The foregoing representations contained in this certificate are true and accurate as of the date hereof and will be true and accurate as of the Closing
Date. If any such representations shall not be true and accurate prior to the Closing Date, the Subscriber shall give immediate notice to the
Corporation and Agent.

EXECUTED by the Subscriber at this day of ,
2005.

If a corporation, partnership or other entity: If an individual:

Print Name of Subscriber Print Name

Signature of Authorized Signatory Signature

Name and Position of Authorized Signatory Jurisdiction of Residence

Jurisdiction of Residence Print Name of Witness

Signature of Witness




SCHEDULE "B"
ACCREDITED INVESTOR CERTIFICATE UNDER MULTILATERAL INSTRUMENT 45-103

If the Subscriber is a resident of, or the purchase and sale of securities to the Subscriber is otherwise subject to the securities legislation of Alberta or
British Columbia, the Subscriber hereby represents, warrants and certifies to the Corporation and the Agent that the Subscriber (and, if
applicable, each beneficial purchaser for whom it is acting) is an "accredited investor' as defined in Section 1.1 of Multilateral Instrument 45-
103 (Capital Raising Exemptions), by virtue of being:

[Check appropriate item]

O (a) a Canadian financial institution, or an authorized foreign bank listed in Schedule Il of the Bank Act (Canada);

O (b) the Business Development Bank of Canada incorporated under the Business Development Bank of Canada Act (Canada);

O () an association under the Cooperative Credit Associations Act (Canada) located in Canada or a central cooperative credit
society for which an order has been made under subsection 473(1) of that Act;

O (d) a subsidiary of any person or company referred to in paragraphs (a) to (c), if the person or company owns all of the voting
securities of the subsidiary, except the voting securities required by law to be owned by directors of that subsidiary;

O (e) a person or company registered under the securities legislation of a jurisdiction of Canada, as an adviser or dealer, other than
a limited market dealer registered under the Securities Act (Ontario) or the Securities Act (Newfoundland and Labrador);

O ) an individual registered or formerly registered under the securities legislation of a jurisdiction of Canada, as a representative
of a person or company referred to in paragraph (e);

O (@) the government of Canada or a jurisdiction of Canada, or any crown corporation, agency or wholly owned entity of the
government of Canada or a jurisdiction of Canada;

O (h) a municipality, public board or commission in Canada;

O (i) any national, federal, state, provincial, territorial or municipal government of or in any foreign jurisdiction, or any agency of
that government;

O GQ) a pension fund that is regulated by either the Office of the Superintendent of Financial Institutions (Canada) or a pension
commission or similar regulatory authority of a jurisdiction of Canada;

O (k) an individual who, either alone or with a spouse, beneficially owns, directly or indirectly, financial assets having an
aggregate realizable value that before taxes, but net of any related liabilities, exceeds $1,000,000;

O n an individual whose net income before taxes exceeded $200,000 in each of the two most recent years or whose net income

before taxes combined with that of a spouse exceeded $300,000 in each of the two most recent years and who, in either case,
reasonably expects to exceed that net income level in the current year;




O (m)
o (n)
O (0)
o ()
O (@)
O )
O (s)
o )

a person or company, other than a mutual fund or non-redeemable investment fund, that, either alone or with a spouse, has
net assets of at least $5,000,000, and unless the person or company is an individual, that amount is shown on its most
recently prepared financial statements;

a mutual fund or non-redeemable investment fund that, in the local jurisdiction, distributes its securities only to persons or
companies that are accredited investors;

a mutual fund or non-redeemable investment fund that, in the local jurisdiction, is distributing or has distributed its securities
under one or more prospectuses for which the regulator has issued receipts;

a trust company or trust corporation registered or authorized to carry on business under the Trust and Loan Companies Act
(Canada) or under comparable legislation in a jurisdiction of Canada or a foreign jurisdiction, trading as a trustee or agent on
behalf of a fully managed account;

a person or company trading as agent on behalf of a fully managed account if that person or company is registered or
authorized to carry on business under the securities legislation of a jurisdiction of Canada or a foreign jurisdiction as a
portfolio manager or under an equivalent category of adviser or is exempt from registration as a portfolio manager or the
equivalent category or adviser;

a registered charity under the Income Tax Act (Canada) that, in regard to the trade, has obtained advice from an eligibility
adviser or other advisor registered to provide advice on the security being traded;

an entity organized in a foreign jurisdiction that is analogous to any of the entities referred to in paragraphs (a) through (e)
and paragraph (j) in form and function; or

a person or company in respect of which all of the owners of interests, direct or indirect, legal or beneficial, except the voting
securities required by law to be owned by directors, are persons or companies that are accredited investors.

As used in this certificate, the following terms have the following meanings:

"financial assets" means cash and securities; and

"related liabilities” means: (a) liabilities incurred or assumed for the purpose of financing the acquisition or ownership of financial assets, or (b)
liabilities that are secured by financial assets.




The foregoing representations contained in this certificate are true and accurate as of the date hereof and will be true and accurate as of the Closing
Date. If any such representations shall not be true and accurate prior to the Closing Date, the Subscriber shall give immediate notice to the

Corporation and the Agent.

EXECUTED by the Subscriber at

this

day of 2005.

If a corporation, partnership or other entity:

Print Name of Subscriber

If an individual:

Print Name

Signature of Authorized Signatory

Name and Position of Authorized Signatory

Jurisdiction of Residence

Signature

Jurisdiction of Residence

Print Name of Witness

Signature of Witness




SCHEDULE "C" CERTIFICATE

ADDITIONAL REPRESENTATIONS, WARRANTIES AND COVENANTS
FOR NON-CANADIAN SUBSCRIBERS
(OTHER THAN U.S. SUBSCRIBERS)

The Subscriber, on its own behalf and (if applicable) on behalf of others for whom it is acting hereunder, further represents, warrants and covenants to
and with the Corporation and the Agent (and acknowledges that the Corporation and the Agent are relying thereon) that it is, and (if applicable) any
beneficial purchaser for whom it is acting hereunder is, a resident of, or otherwise subject to, the securities legislation of a jurisdiction other than
Canada or the United States, and:

@) the Subscriber is, and (if applicable) any other purchaser for whom it is acting hereunder, is:

0] a purchaser that is recognized by the securities regulatory authority in the jurisdiction in which it is, and (if applicable) any
other purchaser for whom it is acting hereunder is resident or otherwise subject to the securities laws of such jurisdiction, as
an exempt purchaser and is purchasing the Units as principal for its, or (if applicable) each such other pm-chaser's, own
account, and not for the benefit of any other person, for investment only and not with a view to resale or distribution; or

(i) a purchaser which is purchasing Units pursuant to an exemption from any prospectus or securities registration requirements
(particulars of which are enclosed herewith) available to the Corporation, the Agent, the Subscriber and any such other
purchaser under applicable securities laws of their jurisdiction of residence or to which the Subscriber and any such other
purchaser are otherwise subject to, and the Subscriber and any such other purchaser shall deliver to the Corporation and the
Agent such further particulars of the exemption and their qualification thereunder as the Corporation or the Agent may
reasonably request;

(b) the purchase of Units by the Subscriber, and (if applicable) each such other purchaser, does not contravene any of the applicable
securities laws in such jurisdiction and does not trigger: (i) any obligation of the Corporation to prepare and file a prospectus, an
offering memorandum or similar document, or (ii) any obligation of the Corporation to make any filings with or seek any approvals
of any kind from any regulatory body in such jurisdiction or any other ongoing reporting requirements with respect to such purchase
or otherwise; or (iii) any registration or other obligation on the part of the Corporation or the Agent;

(c) the Subscriber is knowledgeable of, and has been independently advised as to, the securities laws of such jurisdiction as applicable to
this Agreement; and




Dated at

()

the Subscriber, and (if applicable) any other purchaser for whom it is acting hereunder will not sell or otherwise dispose of any Units
or any Common Shares, Warrants and Warrant Shares underlying the Units (the ""Underlying Securities"), except in accordance with
applicable Canadian securities laws and in accordance with the rules and regulations of the TSXV, and if the Subscriber, or (if
applicable) such beneficial purchaser sell or otherwise dispose of any Units or Underlying Securities to a person other than a resident
of Canada, the Subscriber, and (if applicable) such beneficial purchaser, will obtain from such purchaser representations, warranties
and covenants in the same form as provided in this Schedule "C" and shall comply with such other requirements as the Corporation
may reasonably require.

this day of , 2005.

Name of Subscriber

By:
Signature

Title




SCHEDULE "D"

FORM 4C

CORPORATE PLACEE REGISTRATION FORM

Where subscribers to a Private Placement are not individuals, the following information about the placee must be provided. This Form will remain on
file with the Exchange. The corporation, trust, portfolio manager or other entity (the “Placee™) need only file it on one time basis, and it will be
referenced for all subsequent Private Placements in which it participates. If any of the information provided in this Form changes, the Placee must
notify the Exchange prior to participating in further placements with Exchange listed companies. If as a result of the Private Placement, the Placee
becomes an Insider of the Issuer, Insiders of the Placee are reminded that they must file a Personal Information Form (2A) or, if applicable,
Declarations, with the Exchange.

1. Placee Information:

(@) Name:

(b) Complete Address:

(c) Jurisdiction of Incorporation or Creation:

2. (@) Isthe Placee purchasing securities as a portfolio manager (Yes/No)?

(b) Is the Placee carrying on business as a portfolio manager outside of Canada (Yes/No)?

3. If the answer to 2(b) above was "Yes", the undersigned certifies that:

(@) It is purchasing securities of an Issuer on behalf of managed accounts for which it is making the investment decision to purchase the
securities and has full discretion to purchase or sell securities for such accounts without requiring the client's express consent to a
transaction;

(b) it carries on the business of managing the investment portfolios of clients through discretionary authority granted by those clients (a
"portfolio manager" business) in [jurisdiction], and it is permitted by law to carry on a portfolio manager business in
that jurisdiction;

(c) itwas not created solely or primarily for the purpose of purchasing securities of the Issuer;

(d) the total asset value of the investment portfolios it manages on behalf of clients is not less than $20,000,000; and

(e) it has no reasonable grounds to believe, that any of the directors, senior officers and other insiders of the Issuer, and the persons that carry
on investor relations activities for the Issuer has a beneficial interest in any of the managed accounts for which it is purchasing.




4. If the answer to 2(a). above was "No", please provide the names and addresses of control persons of the Placee:

Name City Province or State Country

The undersigned acknowledges that it is bound by the provisions of applicable Securities Law, including provisions concerning the filing of insider
reports and reports of acquisitions (See for example, sections 87 and 111 of the Securities Act (British Columbia) and sections 176 and 182 of the
Securities Act (Alberta).

Acknowledgement - Personal Information

"Personal Information” means any information about an identifiable individual, and includes information contained in sections 1, 2 and 4, as
applicable, of this Fonn.

The undersigned hereby acknowledges and agrees that it has obtained the express written consent of each individual to:
@) the disclosure of Personal Information by the undersigned to the Exchange (as defined in Appendix 6B) pursuant to this Form; and

(b) the collection, use and disclosure of Personal Information by the Exchange for the purposes described in Appendix 6B or as otherwise
identified by the Exchange, fiorn time to time.

Dated at on

(Name of Purchaser - please print)

(Authorized Signatory)

(Official Capacity - please print)

(please print name of individual whose signature appears above)

THIS ISNOT A PUBLIC DOCUMENT




Issuer:

Offering:

Issue:

Minimum Subscription:

Expenses:

Type of Transaction:

Qualifying Jurisdictions:

Commission:

SCHEDULE "E"
TERM SHEET
POLYMET MINING CORP.
PRIVATE PLACEMENT OF UNITS

Polymet Mining Corp. (the ""Corporation')

Up to $7,750,000 in the aggregate for the Units (as hereinafter defined) by way of private placement
exemptions from prospectus requirements, subject to the receipt of necessary regulatory approvals.

Units of the Corporation (the "'Units'") are offered at a price of $0.90 per Unit. Each Unit consists of
one common share in the capital of the Corporation (a ""Common Share') and one-half of one
Common Share purchase warrant (each whole warrant, a ""Warrant'). Each (whole) Warrant entitles
the holder to subscribe for one Common Share for a period of thirty (30) months following the Closing
Date (as hereinafter defined), at a price of $1.25; provided that, if at any time the closing trading price
of the Common Shares for any 20 consecutive trading days exceeds $2.50, the Corporation may
accelerate the expiry date of the Warrants by giving notice to the holders thereof and in such case the
Warrants will expire on the 30™ calendar day after the date on which such notice is deemed to have
been received by such holders.

A $5,000 minimum subscription will apply to subscribers resident in the Canadian Offering
Jurisdictions (as hereinafter defined).

The Corporation will be responsible for certain reasonable expenses of the Offering.

Best efforts, private placement, subject to a formal agency agreement.

No offering memorandum or other offering document will be furnished to subscribers of Units.

The Offering will be marketed to qualified investors in the provinces of Ontario, Alberta and British
Columbia and in such other provinces as agreed by the Corporation and the Agent (the ""Canadian
Offering Jurisdictions™). The Offering may also be marketed to investors in the United States
pursuant to available exemptions from U.S. federal and state prospectus requirements and to investors

in offshore jurisdictions.

7% of the aggregate gross proceeds, payable in cash upon the closing of the Offering.




Compensation Options:

Closing Date:
Agent:

Use of Proceeds:

The Corporation shall issue to the Agent on the closing of the Offering, options (the ""Compensation
Options™) equal in number to 10% of the number of Units sold pursuant to the Offering. Each
Compensation Option will entitle the Agent to purchase one Common Share at $1.25 for a period of
twenty-four (24) months following the Closing Date, provided that if at any time the closing trading
price of the Common Shares for any 20 consecutive trading days exceeds $2.50, the Corporation may
accelerate the expiry date of the Compensation Option by giving notice to the Agent and in such case

the Compensation Option will expire on the 30t calendar day after the date on which such notice is
deemed to be received by the Agent.

August 29, 2005 or such other date as may be agreed upon by the Corporation and the Agent.
Research Capital Corporation.

For working capital purposes and to advance the technical program with respect to NorthMet property
and the Cliffs Erie facility.




Filename: v048318_ex15-5.htm
Type: EX-15.5

Comment/Description:

(this header is not part of the document)

POLYMET MINING CORP.
PRIVATE PLACEMENT SUBSCRIPTION AGREEMENT (CANADA)
INSTRUCTIONS TO PURCHASER
All purchasers complete all the information in the boxes on page and sign where indicated with an “X”.

If you are an “accredited investor”, then complete Schedule “A”, the “Accredited Investor Questionnaire” that starts on page . The purpose of
the questionnaire is to determine whether you meet the standards for participation in a private placement under National Instrument 45-106.

If you are a portfolio manager or you are not an individual (that is, the Purchaser is a corporation, partnership, trust or entity other than an
individual), then complete and sign the “Corporate Placee Registration Form” (Form 4C) that starts on page 10.

On or before the end of the fifth business day before the Closing Date as defined under the Terms, the Purchaser will deliver to the Issuer the
Subscription Agreement and all applicable schedules and required forms, duly executed, and payment in full for the total price of the Purchased
Securities to be purchased by the Purchaser, by wire transfer, certified funds or bank drafts as follows:

(i) Cheques and bank drafts to be made payable to: PolyMet Mining Corp.

(i) Wire transfers to be forwarded to:

Account name: PolyMet Mining Corp.

Bank: Royal Bank of Canada
6400 No. 3 Road,
Richmond, B.C.,
V6Y 2C2

Transit #: 4800

Account#: 1054451

Swift Code: ROYCCAT 2

ABA#: 021 0000021

ALL SUBSCRIPTION AGREEMENTS, APPLICABLE, SCHEDULES, REQUIRED FORMS AND PAYMENTS TO BE
FORWARDED TO:

POLYMET MINING CORP.
2350 - 1177 WEST HASTINGS STREET
VANCOUVER, BRITISH COLUMBIA, CANADA V6E 2K3




This is page of 22 pages of a subscription agreement and related appendixes, schedules and forms. Collectively, these pages together are referred to as the “Subscription
Agreement”.

UNIT NON-BROKERED PRIVATE PLACEMENT SUBSCRIPTION AGREEMENT
TO: PolyMet Mining Corp. (the “Issuer”), of Suite 2350 - 1177 West Hastings Street, Vancouver, British Columbia, V6E 2K3

Subject and pursuant to the terms set out in the Terms on pages to , the General Provisions on pages 17 to 22 and the other schedules and appendixes
attached which are hereby incorporated by reference, the Purchaser hereby irrevocably subscribes for, and on Closing will purchase from the Issuer, the
following securities at the following price:

Units

$1.40 per Unit for a total purchase price of $

The Purchaser owns, directly or indirectly, the following securities of the Issuer:

[Check if applicable]The Purchaser is O an insider of the Issuer

The Purchaser directs the Issuer to issue, register and deliver the certificates representing the Purchased Securities as follows:

REGISTRATION INSTRUCTIONS DELIVERY INSTRUCTIONS
Name to appear on certificate Name and account reference, if applicable
Account reference if applicable Contact name
Address Address

Telephone Number

EXECUTED by the Purchaser this day of , 2005. By executing this Subscription Agreement, the Purchaser certifies that the Purchaser and any beneficial
purchaser for whom the Purchaser is acting is resident in the jurisdiction shown as the “Address of Purchaser”.

WITNESS: EXECUTION BY PURCHASER:
X
Signature of Witness Signature of individual (if Purchaser is an individual)
X
Name of Witness Authorized signatory (if Purchaser is not an individual)
Address of Witness Name of Purchaser (please print)

Name of authorized signatory (please print)

Accepted this day of , 2005
POLYMET MINING CORP.. Address of Purchaser (residence)
Per:

Telephone Number

Authorized signatory

E-mail address

By signing this acceptance, the Issuer agrees to be bound by the Terms on pages to , the General Provisions on pages 17 to 22, and the other schedules
and appendixes incorporated by reference.
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Reference date of this
Subscription Agreement

The Issuer
Offering

Purchased Securities

Total amount

Price

Warrants

Use of Proceeds

Selling Jurisdictions

Exemptions

TERMS

September 21, 2005 (the “Agreement Date”)

The Offering
POLYMET MINING CORP. (the “Issuer”)
The offering consists of up to an aggregate of 4,000,000 units of the Issuer (the “Units”).

The “Purchased Securities” are Units. Each Unit consists of one previously unissued common
share, as presently constituted (a “Share”) and one-half of one non-transferable share purchase
warrant (a “Warrant”) of the Issuer. One whole Warrant will entitle the holder, on exercise, to
purchase one additional common share of the Issuer (a “Warrant Share”) at a price of $2.00 per
Warrant Share at any time until the close of business on the day which is 18 months from the date
of Closing, provided that if the closing price of the Issuer’s shares as traded on the TSX
Venture Exchange (the “Exchange”) is at or exceeds $2.50 per share for 20 consecutive
trading days, the Issuer has the right to accelerate the expiry date of the Warrants upon 30
days notice to holders thereof.

Upto$

$1.40 per Unit

The Warrants will be issued and registered in the name of the purchasers.

The certificates representing the Warrants will, among other things, include provisions for the
appropriate adjustment in the class, number and price of the Warrant Shares issued upon exercise of
the Warrants upon the occurrence of certain events, including any subdivision, consolidation or
reclassification of the Issuer’s common shares, the payment of stock dividends and the
amalgamation of the Issuer.

The issue of the Warrants will not restrict or prevent the Issuer from obtaining any other financing,
or from issuing additional securities or rights, during the period within which the Warrants may be
exercised.

The proceeds of the placement will be utilized to advance the technical program on the NorthMet
Project and to provide working capital.

The Units may be sold in British Columbia, Alberta, Ontario and in certain jurisdictions outside
Canada as solely determined by the Company in accordance with available exemptions
(the “Selling Jurisdictions”).

The offering will be made in Canada in accordance with the following exemption from the
prospectus requirements:

@) the “accredited investor” exemption (section 2.3(2) of National Instrument 45-106).
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Resale restrictions and legends Pursuant to Multilateral Instrument 45-102, the Purchased Securities will be subject to a four month
hold period that starts to run on Closing.

The Purchaser acknowledges that the certificates representing the Purchased Securities will bear the
following legends:

“Unless permitted under securities legislation, the holder of the securities shall
not trade the securities before [date that is four months and a day after the
Closing.]”

“Without prior written approval of the TSX Venture Exchange and compliance
with all applicable securities legislation, the securities represented by this
certificate may not be sold, transferred, hypothecated or otherwise traded on or
through the facilities of the TSX Venture Exchange or otherwise in Canada or to
or for the benefit of a Canadian resident until [date that is four months and a day
after the Closing].”

Purchasers are advised to consult with their own legal counsel or advisors to determine the resale
restrictions that may be applicable to them.

Closing Date Payment for, and delivery of, the Units is scheduled to occur 48 hours after TSX Venture Exchange
acceptance of the placement for filing (the “Closing Date”).

Additional definitions In the Subscription Agreement, the following words have the following meanings unless otherwise
indicated:

(@  “Purchased Securities” means the Units purchased under this Subscription
Agreement;

(b) “Securities” means the Shares, the Warrants and the Warrant Shares;

()  “Warrants” includes the certificates representing the Warrants.

The Issuer
Jurisdiction of organization The Issuer is incorporated under the laws of British Columbia.
Stock exchange listings Shares of the Issuer are listed on the TSX Venture Exchange (the “Exchange”).

“Securities Legislation Applicable to the Issuer” The “Securities Legislation Applicable to the Issuer” is the Securities Act (British Columbia), the
Securities Act (Alberta) and the Securities Act Ontario. The “Commissions with Jurisdiction over
the Issuer” are the British Columbia Securities Commission, the Alberta Securities Commission and
the Ontario Securities Commission.

END OF TERMS
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SCHEDULE “A”

Accredited Investor Questionnaire

(Capitalized terms not specifically defined in this Questionnaire have the meaning ascribed to them in the Subscription Agreement to which this

Questionnaire is attached.)

In connection with the execution of the Subscription Agreement to which this Questionnaire is attached, the undersigned (the “Purchaser”) represents
and warrants to the Issuer that the Purchaser satisfies one or more of the categories indicated below (please place an “X” on the appropriate lines):

Category 1
Category 2

Category 3

Category 4

Category 5

Category 6

Category 7

Category 8

Category 9

Category 10

Category 11

Category 12

a Canadian financial institution, or an authorized foreign bank listed in Schedule 111 of the Bank Act (Canada)
the Business Development Bank of Canada incorporated under the Business Development Bank of Canada Act (Canada)

a subsidiary of any person or company referred to in Categories 1 or 2, if the person or company owns all of the voting
securities of the subsidiary, except the voting securities required by law to be owned by directors of that subsidiary

a person or company registered under the securities legislation of a jurisdiction of Canada, as an adviser or dealer, other
than a person registered solely as a limited market dealer under one or both of the Securities Act (Ontario) or the Securities
Act (Newfoundland and Labrador)

an individual registered or formerly registered under the securities legislation of a jurisdiction of Canada, as a
representative of a person or company referred to in Category 4

the Government of Canada or a jurisdiction of Canada, or any crown corporation, agency or wholly owned entity of the
government of Canada or a jurisdiction of Canada

a municipality, public board or commission in Canada and a metropolitan community, school board, the Comite de gestion
de la taxe scolaire de L’ile de Montreal or an intermunicipal management board in Quebec

any national, federal, state, provincial, territorial or municipal government of or in any foreign jurisdiction, or any agency
of that government

a pension fund that is regulated by either the Office of the Superintendent of Financial Institutions (Canada) or a pension
commission or similar regulatory authority of a jurisdiction of Canada

an individual who, either alone or with a spouse, beneficially owns, directly or indirectly, financial assets having an
aggregate realizable value that before taxes, but net of any related liabilities, exceeds $1,000,000

an individual whose net income before taxes exceeded $200,000 in each of the two most recent calendar years or whose
net income before taxes combined with that of a spouse exceeded $300,000 in each of the two most recent calendar years
and who, in either case, reasonably expects to exceed that net income level in the current calendar year

a person, other than an individual or investment fund, that, has net assets of at least $5,000,000 as shown on its most
recently prepared financial statements
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Category 13

Category 14

Category 15

Category 16

Category 17

Category 18

Category 19

Category 20

Category 21

an investment fund that distributes or has distributed its securities only to:
(@ aperson that is or was an accredited investor at the time of the distribution;

(b) aperson that acquires or acquired securities in the circumstances referred to in sections 2.10 [Minimum Amount
Investment], and 2.19 [Additional Investment in Mutual Funds], or

(c) aperson described in paragraph (i) or (ii) that acquires or acquired securities under section 2.18 [Investment Fund
Reinvestment]

an investment fund that distributes or has distributed securities under a prospectus in a jurisdiction of Canada for which
the regulator or, in the case of Quebec, the securities regulatory authority, has issued a receipt

a trust company or trust corporation registered or authorized to carry on business under the Trust and Loan Companies Act
(Canada) or under comparable legislation in a jurisdiction of Canada or a foreign jurisdiction, acting on behalf of a fully
managed account managed by the trust company or trust corporation, as the case may be
a person acting on behalf of a fully managed account managed by that person, if that person:

(a) s registered or authorized to carry on business as an adviser or the equivalent under the securities legislation of a

jurisdiction of Canada or a foreign jurisdiction, and

(b) in Ontario, is purchasing a security that is not a security of an investment fund;
a registered charity under the Income Tax Act (Canada) that, in regard to the trade, has obtained advice from an eligibility
adviser or an adviser registered under the securities legislation of the jurisdiction of the registered charity to give advice on

the securities being traded

an entity organized in a foreign jurisdiction that is analogous to any of the entities referred to in Categories 1 through 4
and Category 9 in form and function, or

a person in respect of which all of the owners of interests, direct or indirect or beneficial, except the voting securities
required by law to be owned by directors, are persons or companies that are accredited investors

an investment fund that is advised by a person registered as an adviser or a person that is exempt from registration as an
adviser, or

a person that is recognized or designated by the securities regulatory authority or, except in Ontario and Quebec, the
regulator as:

(@ anaccredited investor, or

(b)  an exempt purchaser in Alberta or British Columbia.
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The statements made in this Questionnaire are true and accurate to the best of my information and belief and the Purchaser will promptly notify the
Issuer of any changes in the answers.

Dated 2005.

X
Signature of individual (if Purchaser is an individual)

X
Authorized signatory (if Purchaser is not an individual)

Name of Purchaser (please print)

Name of authorized signatory (please print)

Official capacity of authorized signatory (please print)
For the purposes hereof:

(a) "financial assets " means cash, securities and a contract of insurance, a deposit or an evidence of a deposit that is not a security for the purposes of securities legislation;
(b) "related liabilities" means:
(i) liabilities incurred or assumed for the purpose of financing the acquisition or ownership of financial assets; or

(ii) liabilities that are secured by financial assets.

4C
CORPORATE PLACEE REGISTRATION FORM

Where subscribers to a Private Placement are not individuals, the following information about the placee must be provided. This Form will remain on
file with the Exchange. The corporation, trust, portfolio manager or other entity (the “Placee”) need only file it on one time basis, and it will be
referenced for all subsequent Private Placements in which it participates. If any of the information provided in this Form changes, the Placee must
notify the Exchange prior to participating in further placements with Exchange listed companies. If as a result of the Private Placement, the Placee
becomes an Insider of the Issuer, Insiders of the Placee are reminded that they must file a Personal Information Form (2A) or, if applicable,
Declarations, with the Exchange.

1. Placee Information:

(@ Name:

(b)  Complete Address:

(c)  Jurisdiction of Incorporation or Creation:

2. Portfolio Manager

(@) Isthe Placee purchasing securities as a portfolio manager (Yes/No)?

(b)  Isthe Placee carrying on business as a portfolio manager outside of Canada (Yes/No)?

3. If the answer to 2(b) above was “Yes”, the undersigned certifies that:
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(@ It is purchasing securities of an Issuer on behalf of managed accounts for which it is making the investment decision to purchase the
securities and has full discretion to purchase or sell securities for such accounts without requiring the client’s express consent to a
transaction;

(b) it carries on the business of managing the investment portfolios of clients through discretionary authority granted by those clients (a
“portfolio manager” business) in [jurisdiction], and it is permitted by law to carry on a portfolio manager
business in that jurisdiction;

(c) itwas not created solely or primarily for the purpose of purchasing securities of the Issuer;
(d) the total asset value of the investment portfolios it manages on behalf of clients is not less than $20,000,000; and

(e) it has no reasonable grounds to believe, that any of the directors, senior officers and other insiders of the Issuer, and the persons that
carry on investor relations activities for the Issuer has a beneficial interest in any of the managed accounts for which it is purchasing

4. If the answer to 2(a). above was “No”, please provide the names and addresses of control persons of the Placee:

Name City Province or State Country

The undersigned acknowledges that it is bound by the provisions of applicable Securities Law, including provisions concerning the filing of insider
reports and reports of acquisitions (See for example, sections 87 and 111 of the Securities Act (British Columbia) and sections 176 and 182 of the
Securities Act (Alberta).

Acknowledgement - Personal Information

“Personal Information” means information about an identifiable individual, and includes information contained in sections 1, 2 and 4, as applicable, of
this Form.

The undersigned hereby acknowledges and agrees that it has obtained the express written consent of each individual to:
(@  thedisclosure of Personal Information by the undersigned to the Exchange (as defined in Appendix 6B) pursuant to this Form; and

(b)  the collection, use and disclosure of Personal Information by the Exchange for the purposes described in Appendix 6B or as otherwise
identified by the Exchange, from time to time.

Dated at on , 2005.

X
Signature of individual (if Purchaser is an individual)

X
Authorized signatory (if Purchaser is not an individual)
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Name of Purchaser (please print)

Name of authorized signatory (please print)

Official capacity of authorized signatory (please print)

THIS ISNOT A PUBLIC DOCUMENT
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GENERAL PROVISIONS

1. DEFINITIONS

1.1 In the Subscription Agreement (including the first (cover) page, the Terms on pages to , the General Provisions on pages 17 to 22 and the other
schedules and appendixes incorporated by reference), the following words have the following meanings unless otherwise indicated:

@) “Applicable Legislation” means the Securities Legislation Applicable to the Issuer (as defined on page ) and all legislation
incorporated in the definition of this term in other parts of the Subscription Agreement, together with the regulations and rules made
and promulgated under that legislation and all administrative policy statements, blanket orders and rulings, notices and other
administrative directions issued by the Commissions;

(b) “Closing” means the completion of the sale and purchase of the Purchased Securities;
(c) “Closing Date” has the meaning assigned in the Terms;
(d) “Commissions” means the Commissions with Jurisdiction over the Issuer (as defined on page ) and the securities commissions

incorporated in the definition of this term in other parts of the Subscription Agreement;

(e) “Exchange” has the meaning assigned in the Terms;

()] “Final Closing” means the last closing under the Private Placement;

(9) “General Provisions” means those portions of the Subscription Agreement headed “General Provisions” and contained on pages 17 to
22,

(h) “Private Placement” means the offering of the Purchased Securities on the terms and conditions of this Subscription Agreement;

0] “Purchased Securities” has the meaning assigned in the Terms;

) “Regulatory Authorities” means the Commissions and the Exchange;

(k) “Securities” has the meaning assigned in the Terms;

U] “Subscription Agreement” means the first (cover) page, the Terms on pages to , the General Provisions 17 to 22, and the other

schedules and appendixes incorporated by reference; and

(m) “Terms” means those portions of the Subscription Agreement headed “Terms” and contained on pages to .

1.2 In the Subscription Agreement, unless otherwise specified, all references to dollar amounts are to Canadian dollars.

1.3 In the Subscription Agreement, other words and phrases that are capitalized have the meaning assigned in the Subscription Agreement.

2. REPRESENTATIONS AND WARRANTIES OF PURCHASER

2.1 Acknowledgements concerning offering

The Purchaser acknowledges that:
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@)

(b)

(©

()

©)

®

no securities commission or similar regulatory authority has reviewed or passed on the merits of the Securities;

there is no government or other insurance covering the Securities;

there are risks associated with the purchase of the Securities;

there are restrictions on the Purchaser’s ability to resell the Securities and it is the responsibility of the Purchaser to find out what
those restrictions are and to comply with them before selling the Securities;

the Issuer has advised the Purchaser that the Issuer is relying on an exemption from the requirements to provide the Purchaser with a
prospectus and to sell securities through a person registered to sell securities under the Applicable Legislation and, as a consequence
of acquiring securities pursuant to this exemption, certain protections, rights and remedies provided by the Applicable Legislation,
including statutory rights of rescission or damages, will not be available to the Purchaser;

no prospectus has been filed by the Issuer with the Commissions in connection with the issuance of the Purchased Securities, the
issuance is exempted from the prospectus and registration requirements of the Applicable Legislation and:

(i) the Purchaser is restricted from using most of the civil remedies available under the Applicable Legislation;

(ii) the Purchaser may not receive information that would otherwise be required to be provided to the Purchaser under the
Applicable Legislation; and

(iii) the Issuer is relieved from certain obligations that would otherwise apply under the Applicable Legislation;

2.2 Representations by all purchasers

The Purchaser represents and warrants to the Issuer that, as at the Agreement Date and at the Closing:

@)

(b)

©

(d)

to the best of the Purchaser’s knowledge, the Securities were not advertised;

no person has made to the Purchaser any written or oral representations:

(i) that any person will resell or repurchase the Securities;

(i) that any person will refund the purchase price of the Purchased Securities;

(iii) as to the future price or value of any of the Securities; or

(iv) that any of the Securities will be listed and posted for trading on a stock exchange or that application has been made to list
and post any of the Securities for trading on any stock exchange other than the Shares and Warrant Shares on the Exchange;

the Purchaser is at arm’s length (as that term is customarily defined) with the Issuer;

the Purchaser (or others for whom it is contracting hereunder) has been advised to consult its own legal and tax advisors with respect
to applicable resale restrictions and tax considerations, and it (or others for whom it is contracting hereunder) is solely responsible for
compliance with applicable resale restrictions and applicable tax legislation;
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©)

®

(©)

(h)

0]

0)

(k)

0]

(m)

(n)

(0)

)

(@

the Purchaser has no knowledge of a “material fact” or “material change” (as those terms are defined in the Applicable Legislation)
in the affairs of the Issuer that has not been generally disclosed to the public, except knowledge of this particular transaction;

the offer made by this subscription is irrevocable (subject to the Purchaser’s right to withdraw the subscription and to terminate the
obligations as set out in this Subscription Agreement) and requires acceptance by the Issuer and approval of the Exchange;

the Purchaser has the legal capacity and competence to enter into and execute this Subscription Agreement and to take all actions
required pursuant to the Subscription Agreement and, if the Purchaser is a corporation, it is duly incorporated and validly subsisting
under the laws of its jurisdiction of incorporation and all necessary approvals by its directors, shareholders and others have been
given to authorize execution of this Subscription Agreement on behalf of the Purchaser;

the entering into of this Subscription Agreement and the transactions contemplated hereby will not result in the violation of any of
the terms and provisions of any law applicable to, or the constating documents of, the Purchaser or of any agreement, written or oral,
to which the Purchaser may be a party or by which the Purchaser is or may be bound;

this Subscription Agreement has been duly executed and delivered by the Purchaser and constitutes a legal, valid and binding
agreement of the Purchaser enforceable against the Purchaser;

the Purchaser has been independently advised as to the applicable hold period imposed in respect of the Securities by securities
legislation in the jurisdiction in which the Purchaser resides and confirms that no representation has been made respecting the
applicable hold periods for the Securities and is aware of the risks and other characteristics of the Securities and of the fact that the
Purchaser may not be able to resell the Securities except in accordance with the applicable securities legislation and regulatory
policies;

the Purchaser is capable of assessing the proposed investment as a result of the Purchaser’s financial and business experience or as a
result of advice received from a registered person other than the Issuer or any affiliates of the Issuer;

if required by applicable securities legislation, policy or order or by any securities commission, stock exchange or other regulatory
authority, the Purchaser will execute, deliver, file and otherwise assist the Issuer in filing, such reports, undertakings and other
documents with respect to the issue of the Securities as may be required; and

the Purchaser acknowledges that certain persons may receive a commission from the Issuer in connection with this Private
Placement.

the Purchaser is not a “control person” of the Issuer as defined in the Applicable Legislation, will not become a “control person” by
virtue of this purchase of any of the Securities, and does not intend to act in concert with any other person to form a control group of
the Issuer;

the offer was not made to the Purchaser when he was in the United States and at the time the Purchaser’s buy order was made, the
Purchaser was outside the United States;

the Purchaser is not a U.S. Person; and

the Purchaser is not and will not be purchasing Units for the account or benefit of any U.S. Person.

2.3 Reliance, indemnity and notification of changes

The representations and warranties in the Subscription Agreement (including the first (cover) page, the Terms on pages 1 to 2, the General Provisions
on pages 15 to 17, and the other schedules and appendixes incorporated by reference) are made by the Purchaser with the intent that they be relied upon
by the Issuer in determining its suitability as a purchaser of Purchased Securities, and the Purchaser hereby agrees to indemnify the Issuer against all
losses, claims, costs, expenses and damages or liabilities which any of them may suffer or incur as a result of reliance thereon. The Purchaser
undertakes to notify the Issuer immediately of any change in any representation, warranty or other information relating to the Purchaser set forth in the
Subscription Agreement (including the first (cover) page, the Terms on pages 1 to 2, the General Provisions on pages 15 to 17, and the other schedules
and appendixes incorporated by reference) which takes place prior to the Closing.
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2.4 Survival of representations and warranties

The representations and warranties contained in this Section will survive the Closing.

3. REPRESENTATIONS AND WARRANTIES OF THE ISSUER

3.1 The Issuer warrants and represents that:

(@)

(b)

©

(d)

©)

®

(©)

(h)

0]

4. CLOSING

the Issuer and its material subsidiaries, if any, are valid and subsisting corporations duly incorporated and in good standing under the
laws of the jurisdictions in which they are incorporated, continued or amalgamated,;

the Issuer and its material subsidiaries, if any, are duly registered and licensed to carry on business or own property in the
jurisdictions in which they carry on business or own property where so required by the laws of that jurisdiction;

the Issuer is authorized to issue unlimited common shares of which 84,396,206 were issued as fully paid and non-assessable as of
September 15, 2005;

the Issuer will reserve or set aside sufficient common shares in its treasury to issue the Shares, and Warrant Shares,

the issue and sale of the Securities by the Issuer does not and will not conflict with, and does not and will not result in a breach of,
any of the terms of its incorporating documents or any agreement or instrument to which the Issuer is a party;

neither the Issuer or its subsidiaries, if any, is a party to any actions, suits or proceedings which could materially affect its business or
financial condition, and no such actions, suits or proceedings are contemplated or have been threatened;

there are no judgments against the Issuer or any of its subsidiaries, if any, which are unsatisfied, nor are there any consent decrees or
injunctions to which the Issuer or any of its subsidiaries, if any, is subject;

this Agreement has been duly authorized by all necessary corporate action on the part of the Issuer

the common shares of the Issuer are listed for trading on the Exchange and no order ceasing, halting or suspending trading in
securities of the Issuer or prohibiting the sale of such securities has been issued to and is outstanding against the Issuer or its
directors, officers or promoters or against any other companies that have common directors, officers or promoters and no
investigations or proceedings for such purposes are pending or threatened,;

4.1 The Purchaser acknowledges that, although Purchased Securities may be issued to other purchasers under the Private Placement concurrently with
the Closing, there may be other sales of Purchased Securities under the Private Placement, some or all of which may close before or after the Closing.
The Purchaser further acknowledges that there is a risk that insufficient funds may be raised on the Closing to fund the Issuer’s objectives, and that
further closings may not take place after the Closing.
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4.2 On or before the end of the fifth business day before the Closing Date, the Purchaser will deliver to the Issuer the Subscription Agreement and all
applicable schedules and required forms, duly executed, and payment in full for the total price of the Purchased Securities to be purchased by the
Purchaser, by wire transfer, certified funds or bank drafts.

4.3 The Purchaser’s obligation to complete the purchase and sale of the Purchased Securities shall be subject to the following conditions:

@) the representations and warranties made by the Issuer in this Subscription Agreement shall be true and correct as of the Closing Date
(except for representations and warranties that speak as of a specific date) and the covenants of the Issuer shall have been performed,
satisfied and complied with, where applicable, on or before the Closing Date;

(b) the Issuer shall have delivered to the Purchaser, or to the direction of the Purchaser, the following items:

(i) acopy of this Subscription Agreement duly executed by the Issuer.

5. MISCELLANEOUS

5.1 The Purchaser agrees to sell, assign or transfer the Securities only in accordance with the requirements of applicable securities laws and any
legends placed on the Securities as contemplated by the Subscription Agreement.

5.2 The Purchaser hereby authorizes the Issuer to correct any errors in, or complete any minor information missing from any part of the Subscription
Agreement and any other schedules, forms, certificates or documents executed by the Purchaser and delivered to the Issuer in connection with the
Private Placement.

5.3 The Issuer may rely on delivery by fax machine of an executed copy of this subscription, and acceptance by the Issuer of such faxed copy will be
equally effective to create a valid and binding agreement between the Purchaser and the Issuer in accordance with the terms of the Subscription
Agreement.

5.4 Without limitation, this subscription and the transactions contemplated by this Subscription Agreement are conditional upon and subject to the
Issuer’s having obtained such regulatory approval of this subscription and the transactions contemplated by this Subscription Agreement as the Issuer
considers necessary.

5.5 This Subscription Agreement is not assignable or transferable by the parties hereto without the express written consent of the other party to this
Subscription Agreement.

5.6 Time is of the essence of this Subscription Agreement and will be calculated in accordance with the provisions of the Interpretation Act (British
Columbia).

5.7 Except as expressly provided in this Subscription Agreement and in the agreements, instruments and other documents contemplated or provided for
in this Subscription Agreement, this Subscription Agreement contains the entire agreement between the parties with respect to the Securities and there
are no other terms, conditions, representations or warranties whether expressed, implied, oral or written, by statute, by common law, by the Issuer or by
anyone else.

5.8 The parties to this Subscription Agreement may amend this Subscription Agreement only in writing.

5.9 This Subscription Agreement enures to the benefit of and is binding upon the parties to this Subscription Agreement and their successors and
permitted assigns.

5.10 A party to this Subscription Agreement will give all notices to or other written communications with the other party to this Subscription
Agreement concerning this Subscription Agreement by hand or by registered mail addressed to the address given on page 1.

5.11 This Subscription Agreement is to be read with all changes in gender or number as required by the context.
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5.12 This Subscription Agreement will be governed by and construed in accordance with the internal laws of British Columbia (without reference to its
rules governing the choice or conflict of laws), and the parties hereto irrevocably attorn and submit to the exclusive jurisdiction of the courts of British
Columbia with respect to any dispute related to this Subscription Agreement.
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Acknowledgement - Personal Information

“Personal Information” means any information about an identifiable individual, and includes information provided by the Purchaser on the cover page
and in the forms, schedules and appendices forming part of the Subscription Agreement.

The undersigned Purchaser provides its written consent to:

(@ the disclosure of Personal Information by the Issuer to the Exchange (as defined below) and to any applicable securities regulatory
authorities; and

(b)  the collection, use and disclosure of Personal Information by the Exchange for the purposes described below or as otherwise
identified by the Exchange, from time to time.

Dated at on , 2005.

X
Signature of individual (if Purchaser is an individual)

X
Authorized signatory (if Purchaser is not an individual)

Name of Purchaser (please print)

Name of authorized signatory (please print)

Official capacity of authorized signatory (please print)

TSX Venture Exchange Inc. and its affiliates, authorized agents, subsidiaries and divisions, including the TSX Venture Exchange (collectively referred to as “the Exchange”) collect
Personal Information in certain Forms that are submitted by the individual and/or by an Issuer or Applicant and use it for the following purposes:

(@) to conduct background checks;
(b) to verify the Personal Information that has been provided about each individual;

(c) to consider the suitability of the individual to act as an officer, director, insider, promoter, investor relations provider or, as applicable, an employee or consultant, of
the Issuer or Applicant;
(d) to consider the eligibility of the Issuer or Applicant to list on the Exchange;

(e) to provide disclosure to market participants as to the security holdings of directors, officers, other insiders and promoters of the Issuer, or its associates or affiliates;
) to conduct enforcement proceedings; and

9) to perform other investigations as required by and to ensure compliance with all applicable rules, policies, rulings and regulations of the Exchange, securities
legislation and other legal and regulatory requirements governing the conduct and protection of the public markets in Canada.

As part of this process, the Exchange also collects additional Personal Information from other sources, including but not limited to, securities regulatory authorities in Canada or elsewhere,
investigative, law enforcement or self-regulatory organizations, regulations services providers and each of their subsidiaries, affiliates, regulators and authorized agents, to ensure that the
purposes set out above can be accomplished.

The Personal Information the Exchange collects may also be disclosed:

(a) to the agencies and organizations in the preceding paragraph, or as otherwise permitted or required by law, and they may use it in their own investigations for the
purposes described above; and
(b) on the Exchange’s website or through printed materials published by or pursuant to the directions of the Exchange.

The Exchange may from time to time use third parties to process information and/or provide other administrative services. In this regard, the Exchange may share the information with such
third party service providers.

END OF GENERAL PROVISIONS
END OF SUBSCRIPTION AGREEMENT
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AGREEMENT

Executed this __ % b day of TAYEERY 19;5_;:'/: btk ai
VSE CORPORATION, a corporation incorporated under the laws of the Statae of
Celaware, having an offfce at 600 Grant Street, PFittshurgh, Pennsylvania
15230 ("USK"), and FLECK RESOUACES LTO., a Canadian corporaticn, having its
principal office at B00-583 Granville Street, Vancouver, 5.C., Canads
Y6C 1XB ("Lessee™),

US) and Lessea agree az follows:

Ssction 1 - Leass

1.1 UsX doss hereby Jet, lease and demise to Lessee all the right,
title and interest now owned or hereafter scquired by USX during the term
of this lease in certatn lands consisting of approximately 4152.82 acres of
land in Sections 1, 2, 3, 8, 10, 11, and 12, Township 59 North, Range~rr—\3
Hest, 5t. Lowis County, Minnesota, and more particularly described in
Exhibit & attached hereto ("Fremises”™} for the purposes hersinafter sat
farth.

1.2 The tern of this Teaze shall be twenty [20) years and for
such additione] time as Lessee shall pay the rent required hy Section 6
subject to earlier termination by Lessee pursuant to Section 22 or by WEX
pursuant to Section 20 ar as otherwise provided in this lease,

1.3 The Preémises are leased for the purpose of granting to
Lessee, exclusively, the right to explore for, mine, remove, beneficiate or
prozess and dispose of, for Lessee's own account and in any manner that-
Lessee may desfre, but wholly at the risk of Lessee, 211 minerals owned by
USX found therain or therecn. [n connection therewith, but without in any
wey Timiting the gemeral rights incident to the estate grantec, USXK grasts
to Lesses, t0 the extent owned by USX, the right: to enter upon the
Premises, and subject to 21l terms and provisions of this lease to ccoupy
and ute the same, and, in so dofng, in, upon or under the Prenises, s the
case may be: to strip the surface thereof in connection with open pit
mining operations; to cave and sink the surface of underlyfng streta: to
sink drill holes, test pits and shafts; to make excavations and openings of
a1l kinds, including underground openings: to construct and make drains,
reads, railroesds, treamweys, conveyorways, power 1ines, pipe 1ines, ant

ather structures, changes or improvaments; to sink wells, and {subject te
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the rights of the public and of the owners or sccupants af other lands
riparian thereto) to divert streams, ponds or lakes onto or from the
Premises, and to canstruct new channels or beds therefor; to use the waters
of any such streams, ponds or lakes, and to deposit tallimg: or waste
products therein, tubject to compifance with zny applicable environments)
statutes or regulations of federal, state or local goveramental entitites, to
depozit on the Premises earth, reck, t3{lings, waste products and minerals of
a1l kinds epcountered or produced by Lessee; and te erect any buildings or
structures, including but not 1imited to miils, plants, store bulidings &nd
dwelling houses.

1.4 On or after execution of this lease, USX shall make 2 reason-
able effort to locate and make available to Lessee for inspection and
independent examination all reasonably svailable geclogic and technical data,
recards, and samples in possession of USX with respect to the Premises. USK,
however, makes no representations or warrantees regarding the accuracy of the
infarmation contained therein.

1.5 Uniess lease is sooner termipated, Lessee shail on or before
the saventh anniversary date of the lease compiete & feasibility study to
determine the economic viability of development, This study shall be updated
each year thereafter, and the Premises shall be placed inta commercial pro-
duction by the end of the fourth year avter demonstration of commercial
feasibility.

Section 2 - After-Acguired Interest

Bny rignt, title or interest in the Premises which may be sequdred
by USX during the term of this lease, or 2ny improvement or perfection of
US%'s title, fnciuding the elimination of any adverse claims, to the Premises
during the term of this lease, shall inure to the benefit of Lessee and
become subject.io 411 the provisiens of this leass in the same mannar and
With the same effect as if such right, title or interest had been acquired or
such improvement or perfectien of title had been pade prior o the execution
of this lease.

Section 3 - Limitations

The rights and interests granted by this lease are Qranied subject to:
1.1 documents of record;
5.2 documents not of record of which USX will inform Lessee

pursuant to the previsions of paragraph 4.4, and
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3.3 the state of facts which a survey or inspection would disclose.

Section 4 - Title

4.1. Limited Werranties - USK claims that it 5; selzed in fee simple
only of 2 certain mineral estate in the Premises together with appurtenant
rights and privileges te explore for, mine, and remove such minerals owned by
USh, USX warrants that, if in fact said mineral estate in the Premises is
owned by USX, zaid mineral estate is free from 217 encumhrinces made by,
through, or under USK and that so leng as Lesses, its successers or assigns,
keeps, performs, and observes sach of the agreements and conditions to be
kept, performed and observed by Lessee as hlr;tn provided or referred to,
USK, fts successgrs and 15§igns. shall warrent and defend Lessee, its
successors and assigns, in the quist and peaceable posssssion of the Premises
for the uses and purposes herein provided or referred to, during the
continuance of this lease, against all persons lawfully claiming or 20 claim

the whole or any part of sald owned mineral estate by, throdgh or under USX,

4.2 Title Defects, Defense and Protecticn - 1T [a) in the opinfon

of Lessese's counsel, USX's title to any of the mineral estate in the Premizes
is detective or [b) USX's title s contested or guestioned by any perscn,
entity or gevernmental agemcy, and §f USX is unable or unwiliing o promptly
correct the defects or alleged defects tn titls, Lessee may attempt to
ptrfe;t. defend or inftiate litigetion to protect Usx's title, In that
event, USX shall execute all documents and shall take such other actians as
are reasanably necessary to assist Lessee in fts efforts te perfect, defend
gr protect USX's title. *

4.3 Lesser Interssts Provisions - Without impairment of the above

warrantfes and representatfons, §f USK owns a leszer interest, by quantity,
in and ta any one or mere {or &11) parts of the Premises than the entire ard
undivided min;}aT estate and interest therein, then (whether or not such
lasser interest 15 referred to or descrided herein) all royalty to be paid
for production derived from such parts, and all rental besed on The net
acreage contained fn such parts, shall be reduced and shall be paid to USK
only in the proportion that USX's mineral {nterest in such parts of the
Sremises bears to the entire, undivided mineral estatd and interest therein.
Without impairment of the zhave warpanties and representations, 3F USK's
mineral estate and interest fn and tc any one or mara ({or al1) parts of the

Premises doss not include certaln minerals included in the aroduction derived



-ta

from the Premises, then {whether or aot such latsar interest it referred to

or described herein) a11 royalty to be padd USX for production derived from

such parts shall be reduced by excluding from such payments to USX that part
of the Net Smelter Returns that is attributadle te those minerals not owned

by USX.

4.4 USK shall at reasonable times ailow Lessee at Lessee's own
expense the right to exemine at USK's Duluth, Minnesota, offices property
cards {which purpert to show interests acquired and rights and interests
conveyed), abstracts, deeds, licenses and other documents avaflable in saig
effice pertaining to title te the Premises. Lessee may obtain & copy of said
property cards but shall return all such abstracts, deeds, licenses and gther
documents to USE. USX will 2t Lessee's request provide Lessee with a
photocopy of any such abstracts, deeds, licenses, or other documents at &
reasonabie charge for photocopying cost. Lessee shall hold confidentially
111 title data and other information of USX. Upon termination of this lease
Lesses shall return to USX 211 copfes of property cards, abstracts, desds,
licenses and other documents and al] other {nformation and material furnished
by USX o Lessee and 211 Lessee's summaries and ipterpretations thereof.

Zection S - Manner of Operations - Duties

Lessees shall have no duty or obligation, expressed or implied, to
open or develop or continue in oparation any mine on the Fremises. Hhenever
Lessee deems it pecessary or edvisable during the term hereof, Lessee may
discontinue or resume exploration, development, mining, and producticn
operations from time to time. Nothing herein cantained shall require Lessee
to davelop a separate shaft or shafts in the Premises nor to prevent Lessee
from developing any mine or operatfon in the Premises solely through or in
connection with Lessee's operations on or in adjoining or nearby land or
lands.

Lessee's exploration, development and mining cperations gn the
Premises and other operations on or off the Premises done pursuant to the
provisions of this lease shall he conducted in a ski11ful and workmanlike
manner and 1n accondance with generally accepted expleration and mining,
mi11ing, and metallurgical engineering metheds, standards, and practices.

14 Lessee conducts mining operaticns on the Premises, Lesses shall

have pg duty or obligatien, expressed or fmplied, to ming, extract OF remove



Bny ore that, in the sole judgment of Lessee, cannot be mined, milled,
concentrated and further processed at a profit that Lessee considers
reasonable at the time the ore will have been encountered in Lessee's
operatiens, but in 1ts operations Lessee shall use ressonable efferis,
consistent with generally accepted mining practices, to protect and preserve
sech ore in 2 manner that will not unreasonably hinder ar render dangerous or
inconvenient the subsegquent exploration &nd mining of such gre.

Section 6 - Payments

6.1 Unless sooner terminated, Leszee shal)l pay USX lease payments

in accordance with the following schedule:

Lease Payments Payable on or Before

10,000 On signature of lease

£10,000 First anniversary date of lease

325,000 Second and third amniversary dates
of lpase

§40,000 Fourth and fifth anniversary dates
of lease

$50,000 Sixth theu ninth znniversary dates
of lease

875,000 Tenth anniversary date of lease and

a 1ika amount on each succeeding
anniversery date theraafter.

6.7 The Tease payments paysble to USX purswant to peragraph 6.1
above shall be considered advance royalty &nd shall be credited to and
recoverable from production royalties as provided fn Section 7 below. Said
right of recovery shall apply to the first such production royalties and
shall continue thereafter unti] Lessee has recovered the full amount of
previously paid lease payments; provided, however, that USX shall not fn any
lease year be paid Tess than the amount of luésn payment for that year as
provided in Section 6.1 above, and alse provided that in no event shall USZ
be 19able to refund to Lessee any such advance royalty. ATl doller amounts
herein are expressed in U.E. dollars.

Section 7 - Productfon Royalty

Lesses, upon attaining commercial production, shall pay USX on or

vefore the 30th day of April, July, October, and January {nereinafter
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referred to as "guarter days") a production royalty based on the Net Smalter
geturns pald or payable to Lesses for such production derived from ores from
+he Prenises that will have been sold by Lessee during the three [3) calendar
nonths precediag the first day of the month in which such royalty will be
patd, Commercial production shell be deemed to have commenced on the day the
First one thousand (1,000) tons of concentrates produced from the Premises is
sald or deliversd for further processing thereof to a smelter ar other
orocessing facility owned, operated, or cantro’lled by Lessee or by &
corporaton or partnership affiliated with Lessee, The production royalty
shall be as follows:

a) If the net smelter return received by Lessee per ton of ore
miged is less than $30.00, the production royalty shall be three percent {3t}
of the revenue recefved.

B) I the net smeiter return received by Lessee per ton of ore
mined 15 $30.00 but tess than $35.00, the productien royalty shall be four
percent (8%) of the revenue received.

£

¥ the net smelter return received by Lessee per ten of ore
mined §5 535,00 or more, the production royaity shall be five percent {5%) of
the revenue recelived,

7.1 MNat Smelter Returns shall mezn the actual net proceeds received
by Lessee from production sold by Lassee to a purchaser who deals st amm's
Tength with Lesses, after daduciing all treatment, processing, smelting,
refining and other costs and penalties deducted or charged by the purchaser
and ail direct costs and expenses incurred by Lesses Far trensporting
production from the Premises to the purchasear.

Whergver preduction s sold, or delivered for further processing
thereof, to a_sme\ter gr other processing facility owned, operated or
cantrolled by Lessee, Or by 2 corporation or partnership affiliated with
Lassee, such production shall be deemed soid when 50 dalivered and the Het
Sselter Returr from such sale shall be computed from the metallic econtent of
a1} salable metals in the production and the published wholesale price of
such metals. Such prices shall be based on the ayerage price for esch fuch
metal computed from the weekly prices published in Metals Week, published by
MeGraw-Hi11, or &2ny SUCCessar publicatieon, as follows:

{a) Taconite pallets - Lewer Lake Port prices;

{p} Copper - United States Producer price, f.ob. refinery;
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(e} Lead = United States Producer price;

(d) Zinc - United States Prime Westaern;

{e) Silver - Handy & Harman, NY, cents per troy ouncej

[f) ©old - Handy & Harmen, HY;

[g) Platinum-group metals - Handy & Harman, NY;

{n] Other metals - price mast representative of merket in area of
smelter or processing facility where Product is deliverse, [T such prices
are not available, the prices shall be based en the average price for such
metal based on the weekly prices published in Metals Wesk as aforesaid, less
the customary tell charges for smelting and refining Product of the
composition and quality sold or delivered and less the costs of transporting
tuch Product to the smelter or other processing facility, UEX ehall have no
right to object to any computation of Net Smelter Return after Cwelve months
from the date of payment of the respective royalty based therean,

7.2 The production royalty to be paid 23 provided in this Sectien 7
45 the total royalty in payment Tor 211 eres and production mined, satractad,
removed or prodused from the Premises and sold guring the term of this lease,
and 1s subject to a1l the provisiens of this lease, including, without
linitation, the lesser interest provisions in paragraph 4.3.

7.3 All ore mined, sxtracted or recovered from the Premises ramains
owned by USK until royalty shall sccrue thereon as provided in this Section
7.

7.4 Lessee shall kesp complete records of a1l matters affecting the
computation of royalties. USK shall always nave the right to inspect and
audit tha books and accounts of Lessee used for the computation of said
royalties, whizh right may he pxercised at any reasonzble time during 2
period of one (1) year from and aftar the date on which a payment of
preduction reydity was made or & repert thereon was deliversd to USE,

Section B - Manner of Fayment of Rovality

The severa’ payments to be made to USK shall be mede in lawful money
of tha Unfted States of Americz or by checks delfvered in the wsual course of
business te USK at such address, or at and te such bank, as USK may from time
to time designate by writtem notice to tessea. Aoy bank or DAnks so
designated shall be deemed the agent of USK fer the purpose of receiving,

callecting, and recelpting for sueh payrents.
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Section § - Quarterly Rovalty Reports

At the time of making each guarterly p&ynent ef royalty pursuant to
Section T of this lease, Lessee shall furnish to U3X a written report, with
respect to the perfod of three calendar months for which sush royalty f3
baing paid, that snall set forth in reascnable detail {2} all sales of
production on which royalty is being pald, (b) the basis or respective Dases
upon which such royalty was computed for each such sale pursuant to Section
7, and (¢} the amount of royalty befng paid. Such report shall be certified
by & representative of Lessee having knowledge of the facts statec therein.

Section 10 - Conduct of Operations - Restrictians and Requirements

In exercising the rights and privileges USK has granted to Lessee by
this tease, exploration, development, mining, matracting, processing and
other operations or activities hereunder shall be performed only 1o the
sxtont Lessee in its sole discretion deems desirable, and 2t such times and
loeation, and by or with such methods, as Lessee may deem desirable §n its
sole diseretion, subject, however, to any duties provided in Sectien 5 and
otherwise specifically provided fn this lease and slsc te the fellewing
conditions which Lessee shall observe and comply with:

10.1 Placing of Stockpiles and Waste Oumps on Premises - Ores and

waste materials produced by Lessee in its operations hereunder may be
deposited upon mutuaily agreed-upon areas of the Premise: in such mamner only
15-not unreasonabiy to interfers with reasonably foresesable operation of any
mina or mines thereon, provided such future cparations will be conducted in
accordance with mining practice that was usual and customary 2t the tiné such
ares or waste materials wers deposited upon the Promises.

10,2 Trestment of Dres - Ores produced by Lessee n 1t ocperations
rereunder may be concentrated or otherwise beneficieted or processed in
preparation for sele at 2 concentration er processing plant on or off the
Premises, Such concentration, beneficiation or processing shall be done with
suitable and proper machinery 2nd appliances and in 2 careful, good énd
warkmanlike manner, accerding to geod engineering and metallurgica) practices
and $o &% not to cause any greater waste of such Ores than is necessary in
srder to produce salable production.

10,3 Residee - The tailiags or residue material remaining after the

processing of any oras produced by Lessee in its operaticns hersunder



shall belong to Lessee.

10,4 Commingling - Lessee may mix or commingle ere from tha
Premises with ores, materials or production from other Yinds provided such
ore from the Premises has been sampled, analyzed, weighad and mezasured, in
agcgrdance with Lessee's usual and customary practice established for ores
produced from the mine including the Premises, as necessary to escertain
within reasonable Timits of error the allecetion of production to ore from

the Premisas.

10,5 Use of Other Lands for Cross-Mining - Lessee mey mine and

remove a1l sres and cther materials from the Premises over or across other
lands or through a shaft, in¢line, openings, or pits sunk, driven, or made in
or through other lands, and may stockpile any ores, and unsold cenmcantrated
products from ores, frem the Premises wpon stockpile grounds situated upon
other lands. The respective rights and interests of USK and Lessee in and to
aay ores, and unsold concentrated products from ores, from the Fremises so
stockpiled upon other lande snall not be divested by the removal thereof from
the Premises, and unless such other Tands are owned by USH, Lessee shall
first secure fron the gwner or owners of such other lands @ written agreement
progerly recocgnizing and fully protecting and preserving the rights and
fnterests of USX in and to such ores and unsold cencentrated products;
provided, that if Lessee §s the owner of such other lands, such written
agreement shall be granted by Lessee upon the termination, fn any manner, of
thic leaca a5 to such ores and unsold concentrated products then in stockpile
on such othér lands. :

It §s understood that the removal of any ores or unsold concentrated
products from the Fremises to other lands for stockpiling under the pro-
yisions of this plrugraph 10,5 shall not he treated a5 2 s2le theresl 3o as
to require th;“paymant of royalty thereon, hut royalty upon such pres and
unsold concentrated products shall become payable only IF and when the same
will te sold,

Caction 11 - Reports and Other Informatisn

With respect to Lesses's exploration, mining, and processing cper-
ations in the Premises, Lessee shall furafsh to USX the follewing periodic
reports and other information:

1i.1 Monthly Reports - On or before the a0th day of each calendar

month, a report showing for the preceding calendar menth the following, %o



wit: (a) the estimated quantity and quality of a1l ore removed from and/for
2lioccated to the Premise_s and fed directly to heneﬂciation ar processing
[separated as to respective guantitles thereof Tor each plaat and for each
source of ore): (b) the estimated guantity end quality of all ore removed
from and/or allocated to the Premises and placed in stockpile and not
benaficizted or processed during sald month (separated as te the respective
guantities thereof for each stockpile); (c) the amalyses end guantities of
concentrate or productian produced from and/or allocated to the Premises
wnich is placed into stockpile and not sold therefrom during saftd menth
{sepirated as to the respective quantities thereof for each ttackpila)y and
[d) the anelyses of any tailings or residue materials resulting from the
pereficiation or processing of ore [separated a5 to the respective gquantities
therecf for each place of deposition or stockpile), in accordance with
Lessee's usual and customary practice for the mine and/or processing facility
in question.

The monthly reports herein specified shall Be required of Lessee
only as to such items, if amy, active during each calendar month.

In the avent of cemmingling in accordance with the provisians
hereinabove contzined, such monthly reports shall reaspnadly disclose all
relavant facts In connection with each such mixture and the determingtions
and allgcations based thereon.

11.2 Other Information %o be Furnished by Lessee - On or oefore the

first day of March in each year, Lessee shall furnish (1) copies of Lessee's
gpsn pit and underground maps and sections (with results of any dritiing
shown) prepared with respect to the Premises as of the first of January fn
such yeer; and (2) a summary report af all exploration work done within the
Premises by or for Lessee and such other information bearfng wpon the quality
and quantity of the ores mined from the Premises or remaining therein,

11,3 Metwithstanding the foregoing requirements, priar ts actua)
mining Lesses shall only be required to sybmit an annwal repart presenting a
summary of sxpleration carried out on the Premises during the preceding year.

Section 18 - US%'s Rignht &o Enter #nd Inspect

st shall be entitled through tis zuthorized representative, duly
autharized in writing, to ipspect at roasonable times gfter reascnable

prior rotfce and at ts owWn risk and expense Lessee's exploration, nining and
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metallurgica) operations on or in the Premises, and off the Premises where
invelving oras mined from the Fremises, and shal)l be entitied through such
duly authorized representative %o be satisfied in 4 reasonazble manner that
the obligations of Lessee are being complied with; provided, however, that
the exercise of such right by USX shall net unreasonzbly delay or interfere
with the normal progress of Lessee's mining or other operations.

Section 13 - Confidentiality of Information

Lessee shall not be required to disclose gr to deliver to USK
infermation concerning, or which might tend to reveal, processes, technigues
or equipment that Lesses 4% under obligation to any other persan not to
reveal,’or that iz undergoing research investigation at Lessee's sole expense
and risk.

USX shall maintein as confidential the information furnished USX by
Lessee, or obtained by USK through imspection, rel;t1ng te this leese,
provided USK may disclose such information to USK's consultent and when
required, in USX's opinion, by law or govermmental regulations or rule;
provided, however, that at least 30 days 'nr such Tesser notice 1f USK is
reguired to respond in a shorter time prior to any such disclosure by USX,
USX shall give notice to Lessee of the fact of the ‘proposed disclosure and
the content of the proposed disclosure.

Section 14 - Use of Premises for Cross Mining

To the extent owned by USK, Lessee 15 hereby grantad, subject to il
the terms and provisfons of this Tease, the rights and privileges during the
continuance of thiz lease to use the Premises for any purpose auxilbary to
Lessee's carrying on of any mining operations 1n any other lands and for the
srjoyment of such other cross-mining rights and privileges as mey be
necessary or convenient from time to time fn the canduct of any such mining
oparations; p;E}ided, that such use hy Lessee of the Prenises shall rot, in
Lessee's sole discretion, umreasonably interfere with the thenm reasonably
foreseeable future gparation of any mine or mines. ’

Without 1imiting the generality of the feregaing, it s understood
that (a) any and all ore and waste materials from other Tands may be mined,
removed, and hoisted over or across the Premises ar through a shaft,
incline, openings, or pits in or upon the Premises, by eny mesns what-

sgever: (b) Lessee may construct and use in and updn the Premises all
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such roads, railroad tracks, plants, structures, bufldings, power lines,
pipe 1nes, and other facilities and improvements and make all such
excavations, pits, shafts, and spenings therein as may be necessary or
cornvenient for use §n the conduct of any such mining operations; (c) ore
end concentrates from other lands may be stockpiled upon the Premises,
provided they are properly fdentified a5 to the owner theres! and provided
that the same shall be removed from the Fremises on or befgre the
termination in any manner of this lease, USK hereby agreeing to recognize
the rights and interasts of the owners of such other lands in and to any
such are mined therafrom and concentrates derived therefrom znd stockpl led
upon the Premises. '

Sectiogn 16 - Envirormental Reguirements

Lessee shall do and perform, or refrain from doing, with respect
to0 the Premises, whatever may be reasonably reguired for compliarmce with
211 vaitfd laws, ordinances, regulations, rules, orders, &nd requirements
|now existing ar hereafter enacted, adopted, or made) of any and all
fedaral, state, county and municipal avthorities having jurisdiction aver
the manner fn which Lessee conducts its minfng operations in, or use of,
the Premises [including the use of other lands in connection therewith),
inciuding specificaliy, but not exclusivaly, mine land reclamation; control
of stockpiling of surface overburden or ore, and of taflings basins
{tocation, eroston, vegetstion, terracing or other practical contreis);
stabilization of open pit embankments; solid waste disposel; and air and
water pollution: and Lessee agress to defend and save harmless UEX from any
cost, expense or liebility aristng out of the acts or omissions of Lessee
regarding the same; provided, however, that Lesses “shall not be required to
indemnify nor defend USK for the acts or omissfons of USK ar 1ts predecessors
in interest, ;nd Lessee shall not be reguired to perfarm any 2cts required
for compliance with laws, ordinances, regulations, rules, orders and
requirements of any and 311 federal, state, county and municipal author-
ieips due to acts or omissions of USE or its predecessors in interest.

These ohligations of Lessee shall continue indefinitely if the law
so reguires, shall commence when the law 5o raguires even if it does not
now do so, shall resume if the law so requires but did net do so at one

time or from time to time. Tnese cbligatfons shall in any event continue
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for 50 long as an wncorrected environmental cendit{:n pxisks after the
ternination of this lease up to a period of twenty-one {21} wesrs axcept ts
the extent that USX mey contribute to any enviranmental condition or alter
the ¢frcumstances thereaf by USX's mining cperations on the Premises or by

USK's acticns in connmection Hjth any Etnckpiies or tallings basins on the

Premises. )

Section 16 - Protect Openings

Lessee shall at all times comply with all legal requirements for
the fencing and other protection ?f pits or other extavatipns made by it in
the conduct of {ts operations hereunder: and shall, upon the termination of
this lease, release and SurrﬁndEr‘the Premises to USK with 211 pits,
excavations or other openings made hy Lessee thereocn duly fenced and
protected in such manner 25 will at the time fully comply with ali
statukory or Tegal requirements then {n force and effect with respect
thereto. Lessee's obligation to maintain fencing a2nd other protection of
pits or other sxcavations made By it in the conduct of its operations shall
continue, commence or resume after terminatien of ihis lease if and
whenever at any time or from time to time the laws impose such an
obligation arising out of or resulting from activities conducted by Lessee
undar this lease.

Sectipn 17 - Lessee Liapility

In conducting its operatfons, Lessee shall fully comply with the
terms and provisfons of any 2pplicable Werkmen's Compensatian and similar
Taws of the State of Minnesota and shall hold USX harmiess ageinst and from
any and &11 loss, damage, or claims for death, personal injury, or property
damage cccasioned by or arising owt of its operatiens under the terms and
provisions u{_th1s Tease unless same arises as & result of the gross
n&nggenpe:ﬂ;1U5I committed during the term of this lease.

“section 18 - Lessee tg Protect Title

fessee shall at Lassee's sole expense protect USK's and Lessee's
title to the Premises and to a1l puildings, eguipment, improvements and other
personal praperty placed by USK on the Premises and to 211 ores mined fram
the Premises or éﬁﬁfentrates.nr unsold production éerived therefrom against
foraciosure of mechanics', materialmen’s, laborers', or other similar liens
2nd encumbrances arésing in any manner whatsoever from or on account ef

Lessee's activities or operations under this lease.
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Section 19 - Texes

Durﬁng‘the term of this lease, Lessee sha)l pay al] taxes, pssess-
ments, fees, cherges and imsositions Including, but not limited to, ad
valerem taxzes, occupation taxes, production taxes, severance taxes,
frinchisa taxas or {ncome taxes, Tevied on, assessed on, imposed on, or
measurad by, the minerals and ores and stockpiles of the same, concentrates
derived from the minerals of ores and waste products or combinations of one
or nore of the foregaing in. on, under and within the Premizes whether
based on their value or otherwice; Legsses's improvements an the Premizag:
Lessee's mining, sgverance or production of the minerals or eres in, on,
yndar anpd witnlnttha Fremises and other activities or operatigns in or on
the Premises; income resulting from mining, severing, or production of said
minerals or ores: the existence of this Tease or the rights andfor
intarests granted by this lease, ’

Lessee shall pay the royaliy taxes assessed under the laws of the
state of Minnesota against or on account of the ampunts payable to USX
under this lease; but Lasses shall not be required to pay any income or
gther taxes imposed on USK by reason of the receipt of such rayalty, and
Lessee shall have the right to deduct the amount of any such payments from
production royalty owed to USK,

US% shall notify Lessee of, and provide Lessee with copies of, 2l}
notices of taxes, assessments, fees, charges and impositiens for which
Lessee shell be Tiable under this Section 19.

Saction 2] - Default

If any taxes, assessments, rent, or royaity herefn agreed to he
pate by Lessee, or any part thereof, will remain unpeid after the times
herein specified for the payment thereof [subject to Lessee’s right to
contest the ;;lid1ty or amount of soch tazes and assessments or to take
steps to secure a cancellation, reductien, resdiustment, op equaltization
theraof}, or if Lessee will fail to keep, gbserve, and perforn any of the
gther covenants, agreements, and conditions ip this lease expressed io fe
kept and performed by Lessse, and 1 such nonpayment cr other default shall
continue for thirty (10} days after receipt hy Lessee of written notice
From USE specifying the defaplt complained of, then, uniess the subject
natter of the alleged default has been refarred to arbitration as provided

for in Section 31 of this lease or unless Lessee has undertaken to cure a

- o ———— i —



default which canset ren:innbly be corrected withia thirty 1am ﬁtys-ﬁnd
Lessee has begun correction within such thirty {30) days ard continues
torrective efforts with reasonable diligence entil 2 cure is attained, then
USX =hall have the right, at fte election, at any time thereafter while
such default will continue, to declare this leasse ierminated and the rights
and privileges of Lessee hereunder forfeited, and therevpon to take
possession of the Premfses, or &ny part thersof in the name of tha whole,
and without any process whatever ta ra-enter and repossess the same, as
well as USX's and Lessea's {aterest in 21l unsold org, concentrites, and
production, and wholly to exciude from the Premises Lessee and all persons
claiming under 1t, and.ull rights of Lessee in the Premises shal) thereugon
be terminated, subject, hawever, to the provisions of Section 23 haragf:
and any such re-entry on the part ¢f USX shal] be without grejudice to any
other remedy or proceedings that USX mignt have in law, equity, or
otherwise by reasen of any such default of Lesses for the recovery of
damages, or for the recovery of possessfon of the Premises. Provided,
howaver, that if Leszee will deny the default alleged by USZ and will
institute arbitration proceedings in the ménner herefn provided, the period
required for the hearing and determination of such matters by arbitration
shall not be deemed a part of sald thirty {30) days hereinabove referred
to; and if the contention of USX 15 sustzined by tﬂe arbitracion, Lesiee
shall heve thirty (30) days after the fine) determination in which to
correct the default so found.

The receipt by USE of any payment shall not be deemed 3 waiver aof
any of the obligatiens of Lesses under this Agreement.

Section 21 - Disputes or Differences Not to Imterrupt Performance

of Lease

Any such disagreement or controversy shall not fnterrupt ths
performance of this lease nor the continvation of operations hersunder; but
such operations may be continved and settlements and payments may be nmade
hereunder in the same manner as prior to the arising of such disagrecment
or controversy, until the matters in dispute will be firally determined by
arbitratian in tHe manner herein provided, mnd thereupon such paymants or
restitutions shall be made as may be required.

Section 82 - Termination by Lesses

22.1 Tarmination - Lessee shall have the right to terminate this



Tesse at any time by delivering or mafling to the address specified in
gccordance with Section 26 of thic Agreement to USX writtan notice of such
termination net Tess than ninety (90} days prior to the effective date
théreol stating such intentfon to terminate. The termination shall take
effect upon the date specified in such notice. Upon such termination, all
right, titie, interest and oblfgationy of Lesses hereunder fn and to the
Premises shall terminate, except obligaticns which then have accrued under
the express provisions of this lease and whick then have not been paid or
gerforned, Forthwith after d2livery of the notice of termination, Lesses
thall execute and record, or deliver ta USX for recording, & forma)l release
of this lease.

22,2 Delivery of Data - IT Lessee terminates this iesse, lessee
shall within 90 days after termination provide USH with detailes
non-interpretative records of 211 geclogic, geochemical, geophysical ang
drilling data collected during the course of its expleration of the
Fremises.

Section 23 ~ Lessee's Right te Remove Equipment Upon Termination

of Lease - Lessee to Surrander Possession

Lasses shall have twelve (L2} months after the termination of this
lezse during which to remove all pumps, engines, tools, machinery, reils,
railway tracks, shaft headframes, struziures of avery kind and all ather
property, of every nature and description, erected or placed by Lessee in
or upon the Prenises, provided all taxes then due and payable and all
royalties and other monfes due to USK will have been pafd and all other
conditions, covenants, and agreements obligatary upon Lessee have been as
fully performed; end on failure within said twelve [12) menths to remove
such pruperthQNI of the same not removed shall efthep (2) belong to and
becoms the prup?rty of USX or its successors fn interest, or (b} be removed
by USX, fn which event the cost of such removal shall be charged to Lesses
and Lesses agrees to pay sajd cost, But Lesses shall not remove aer Impatr
any supports placed in any underground mire in the Premisas or any timber
or framewsrk necessary to the use or maintenance of any shaft or other
spproach to such mings or of any tramways thereing and Lesses thall nat
Temave any fences then existing upen the Premises. Upon termination of
this lazse, Lessee shall not lesve tha Premisas, as the result of {ts

cparations or business, fn suth condition as to comstitute a ‘continuing
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menace to the lateral support of adjacent property that is not part of the
Premisas.
On or before the expiration of said peried of twelve {(12) months,

Lessee shall quietly and peacesbly surrender pessession of the Premises to

Us% or fts successors in 1nter¥st.

Section 24 - Foree Majeurs

Lasses shall not be ceemed to have heen in default hersunder
during any peried of time during which mineral production is prevented by
any cause reasonably beyond Lessee’s control, each of which causes i3
called "force mafeure." Force majeure shall include, without limitation,
fire, flood, windstorms, other damage from the elements, strikes, labor
disputes, war, insurrection, riot, plant treakdown or eny other disabling
cause, new statutes or rew requiations or actions of goversment authority,
court fnjunctions, acks of God, 2nd acts of the pubiic enemy. Force
majeure shall not include economic factors such as Toss of markat or
unprofitability, A1l peripds of Force majeure shall be deemed to begin at
the time Lessee ceases mineral production hereunder by reascn of force
majeure, and Lessee shall notify USK of the beginning and ending of each
such period.

Kothing in this section shall limit or defer Lessea's obligation
to make payments to USX as provided in this lease.

Spetion 25 - Addresses

For the purposes herzaf, the address aof Lezsee thall be:

Fleck Rasources Ltd,

B00-543 Granvilie Street .
Vancouver, 8.0,

Canada VSC 1XB

or such sther place as Letszee will have last designated in writing te USHS
and the address of USX shall be:

US4 Corporation

6008 Grant Strest

fittsburgn, Pennsylvania 15230

Attention: Directer, Resource Management

and

Usk Corporation

P, 0, Box 510, M.5. 34

prove, Utzh B4803

Attention: Manager - Geology & Western Lands

or such cther place as USX will have Jast desigrated in writing to Lesses.
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Section 26 - Mailing of Payments, Reports, and Notices

Payments by check and routine or regular periodical reports and
statements hereunder mey be sent by reqular mail so addressed; snd if so
2ddressed and mailed in due seasen, then {f any of the same will not be
recelved when due, the addressee shall notify the addressor of such failure
of receipt and give the addressor a reasonable time te follow up and secure
the delivery of the payment, repori, or statement, or to send a duplicate
thereof, before claiming any defeult on account of such failture of
delivery. But as to any formal notices of cancellatien, default, or
termination, or a3 otharwise provided nerein, the same shall ba delivered
to the party motified either personally or by certified ma2il to be
affactive hereunder and shall be effeeiive vpon receipt thereof by the
addressee.

Section 27 - Assignment or Sublease

Lessee shall have the right te contract w»ith others to mine the
are and to concentrate or beneficiate the ore from the Premises. Any
subcontracter shall cemply with 211 the terms and conditiens of the
hgresment, Lessee £hall have the right to assign this ledse or %o sublease
the same 1n whole or in part only with the written consent of USE, such
consent wil not unreasonably be withheld. Any such contract or assignment
or sublaaze of this leasse shall not releass or discharge Lessee from its
shligations under this lease until and umless USX will in writing cossent
to such relesse or discharge; USX shall have the unflateral right to
withhald {1te consent to such release or discharge. Lessee shall have the
FMight without obtaining YSK'e prior written consent at any time or times to
assign a1l or any part of fts respective rights and interests hereunder to
2 wholly owned subsidiary or wholly owned afftltate of Lesses. Any such
zssignment shall not relieve or discharge Lessee from any of fts
obligations under this Agresment. :

Section 78 - Construction

28.1 Governing law - This lease shall be censtrued by the
internal laws but not the conflict of Taws of the State of Minnezota.

28,2 Headings - The headings used fn this lease are Tor
convenience oniy and shall not be deemed to be a part of this lease for
purposes of construction,

28,3 Entire Agreemant - All of the agreements and understandings
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of the parties with raference to the Premises are embodied in this lesse,

and this lesse supersedes 211 prior agreements or understandings hetween
the parties,

28.4 Rule Against Perpetuities - Any right to scquire any

fnterest 1n real or perscral property under this lease must be exercised,
If at &1l, so &5 to vest such Tnterest in the acquirer within twenty-one
[21) years after the effective date of this lease,

28,5 Interpretation - If ezny provision of this lease is
determined by a court of competent jurisdiction to be in viglation of law
or publfc policy, such determination shall not affect the validity of this
lease and such provision shall Be fnterpreted or Timited in such a way as
to setisfy the applicable provisions of Yaw or public policy.

Section 20 - Lease Runs With the Land and Binds Assignees

A1 of the cevenants, conditiens, and provisfons of this lsase
shall run with the land and inure to the benefit of ard be binding upen the
parties hereto and their respective succassors and assigns.

Saction 30 - Recording

Whenever reguested to do so by the other party, sach party during
the term of this lease shall execute counterparts or 2 memorandum of this
iease in order to place of record USK's and Lessee's rights and interests
in the Premises hereunder. The recording counterparts or memorindum snall
be prepared by the party making the request and shall contain or deseribe
those terms and provisions of this Tease that the party making the reguest
deens necessary in order to comply with the applicable recording Taws of
the State of Minnesota. AV1 statutory recording fees for recording the
counterparcs or memorandum shall be paid by the Da;ty miking the request
and recording tpa counterparts or memorandum.

Ssction 31 - Arbitration

Any controversy or claim arising out of or relating to this lease
ar the breach thersof shall be resolved in accordance with the Commercial
Arbitration Rules of the American Arbitraticn Asspciation {n effect at the
time of tha arbitratfon. Each Party shall be responsible for it gwn
costs, Including attorney's fees, incurred in coanzction with the
arbitraticn proceedings and shall share equally administrative fees end
arbitrator's fees. The award shall be final and binding on the parties,

Judgment or any tward rendered pursuant to the arbitration procesdings maxy
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be antared {n any court with jurisdiction, on application made to any such
:uul;t for judicial acceptance of the award and an order of enforcement.
WITHESS the due execution,
USY CORPORATION

ATTEST: by ,é ?:lu.,%__

Géneral Mameger-Adminmistracion
Title _snd Group Comprroller

Agsistant Secretary

FLECK RESOURCES LTD.

ATTEST: by ﬁ A L
i
Qﬁw 5@?@.4/0‘5’715 Title S ARFLiHEAT

STATE OF PENNSYLYANIA )
] ss.
COUNTY OF ALLEGHENY }

- The foregotng fnstrument was acknowledged before me this Lich
day of  January » 1988, by E, F. Guna, Genera]l Manager-Adminis~
tyation end Group Lempirolier  of srperation, & Delawsre corporation,
on behalf of the corporation. :

fotary Fubiic ] €
WOTARIML SEAL ' )
My comnission expires: ] LOIS A, WITT, Hete ?uﬂl:ﬂ
Miy Commission Expives October 181929

PROVINCE OF BRITISH COLUMBIA )

CITY OF. YANCOUVER } L1

COUNTY OF ARl .
’ The foregoing instrument was ecknowledged before me this il

day of 2 Rniieny V9, by | AVomaen  Prnd :

Of Fleck Resources Ltd., @ Lanaoian corporacion,

on Behall of the corporaticn. : -
/?/ /?9?")" e
A

Notary FaSlic inasd ior he. "
= Pravince of British ﬁhrﬁh’:\—‘
My cm‘lsshlj‘exﬂ r'e/r: .
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FLECK RESCURCES LEASE
St, Louis County. Minnescta

DESCRIPTION
TGN, R13NW

= Lt 1
Let 2
SH1/4
SE1/4
Lot 3
Lot 4
5W1/4
SE1/4
REV/Y
KH1./4
SW1/4
SE1/4
NE1/4
W 1/4
SH1/4

= Lot

Lot 2
SW1/4
SE1/4
Lot 3
Lot 4
SW1/4
SE1/4
HE1/4
WA 1S4
SW /4
SE1/4
ME1/4
HW1/ 4
S1/4
SE1/4

= Lot 1

Lot 2
SWi/a
SEV/4
Lot 3
Lot 4
SW1/4
SE1/4
NE1/4
LR
sWifa
5E1/4
HE1/ 4
Wit /4
EH1/4
5E1/4

~ HE1/4

HH1/4
Sht/4
SE1/4
HE1/4
WH1/4
gwifd
gE1/4
ME1/4
NH1/4
EWi/4
SE1/4

(ME1/& HE1/4)
(WW1/4 HE1/4)
ME!1/4
NE1/4
{ME1/4 NW1/4)
(MH1/4 Ke1/d)
NW1/4
NW1/4
SWi/4
SWi/e
EWi/4
B4
5E1/ 4
SE1/5
SE1/4

(MET/4 ME1/4)
{Mwt/d NET/4)
KE1/4
KE1/4
(HE1/4 HH1/4)
(HW1/d NW1/4)
WR 1/
NWT/ 4
SWeSd
W14
SW1/4
gH1/4
SE1/4
SE1/4
SEV/4
SE1/4

[NE1/4& NE1/4)
(HW1/4 HE1/4)
NE1/4
HE1/4
{NE1/4 HW1/4)
(MW1/4 HR1/d)
LURRE]
HH1/4
SWi/d
AT
5W1/4
Wi/
BE1/4
SEL/4
5E1/4
SE1/4

HE1/4
HET/4
NE1/4
HE1/4
CArL)
WW1/4
LERFES
HW1/4
aW1/4
SH1/4
Wil
SW1/4

EXHIBIT A

ACREAGE

54,63
34,88
48,00
40,00
35.09
35.32
40,00
40,00
40,00
£0.00
40,00
40,00
40.00
40,00
40,00

37,48
aT. 57
40,00
40.00
7. 66
it Te
40.00
40,00
40,00
40,00
40,00
AQ. 00
40,00
40,00
40,00
40,00

at.8s
17.58
40.00
40,06
18,67
38,18
40,80
40,00
40,00
£0.00
£0.00
40,00
49,00
40.00
40,00
40.00

40,040
40.00
40,60
42.00
40,60
40,00
40,00
4. 00
43, 00
40,60
40,00
4, 00

1008
1004
100x
1003
1008
100%
G0
100K
100%
100x
100
io0x
00X
100x
100%

o0
100%
1o0x
1005
190%
100%
100x
1c0%
100%
100%
100%
1o0x
100%
1005
io0x
;00x

100%
1008
100%
160%
100%
0%
100
100%
100%
1068
100%
100%
100%
100%
100%
100%

100%
To0x
100%
100x
100%
190%
100%
10X
hialit]
100X
100%
1005

HERSHIP

Mingrsis {RR}
Minerals (RR)
Minarsis (RR}
Hinargis (RAR)
Minerais {88}
Minarzls (BR)
Minarals [RA)
Minersls {RR}
HMinerals (RR)
Hineralg (RR)
Hinarals (RR)
Minerais [RR)
Miparsls (RR)
Minarals [RR)
Mingrsis (RR)

Hinersls (RR)
Hinerals (RR)
Minarais (RR]
Hinsrals (AR)
Hinarels (RR)
Hinerals (RR)
HMinerals (RR)
Hinarsls (AR}
Hinersls (RR)
Minerals {RA)
Minerels {RR)
Mingrals [RR}
Minarais [RA})
Minaralis [(RR)
Hinerals [(AR)
Hinersls [RRE)

Hinerals (RR)
Minarals (RR)
Minerals [RR}
Minerals (RRE)
Minarals (RR}
Hinerals (AR}
Minerals (RR}
Hingrels [(AR)
Hinerals (RR)
Mingrals (AR}
Minerals (RA}
Kinerals {(AR)
Minarais (AR)
Himerals (RR)
Kinarals (RE)
Mingrals (RA)

Hinarals (RR)
Kinerais {RR)
Minerals (AR}
Minarals (RR}
Minarais (RR)
Hinerals (RR)
Hinerals (RE)
Fingrals [RR)
Minerals (RE}
Hinarals (AR}
Hinarats (RR}
Minerals {RR)
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Sec. 1D =

Sec,

DESCRIPTION

NE1/4
W14
SE1/4

HET/4
He1/4
BW1/4
SE1/4
RE1/4
WW 14
W14
SE1/4
HE1/4
SE1/4
NE1/4
HR1/4

HE1/d
HWi/4
SW1/4
SE1/4
HE1/4
NW1/4
SN/ 4
SE1/4
NE1/4
He1/4
SWi/4
SE1/4
NE1/4
NW1/4
SW1/4
8E/4

HE1/4
SWi/4
SE1/4
HE1/4
HiW1/4
SWi/4
8E1/4
NE1/4
HW1/4
&W1/4
S5E1/4
NE1/4d
HW1/ 4
EWi/4
SE1/4

SE1/4
BE1/4
SE1/4

ME!/4
NEN/4
HE1/4
NEI /4
HW1/4
NW1/4
NW1./4
LLARE
EW1/4
SW1/4
SEt/4
SE1/4

HE1/4
NE1/4
NE1/4
HE1/4
N1,/ 4
Hw14
HK1/4
N1 /4
SW1/4
BWi/4
SWi/4
SW1/4
SE1/4
SE1/4
SEt1/4
SE1/4

HE1/4
HE1/4
HE1/4
CLATE]
WwW1/4
N1/ 4
H1/4
SW1/4
WS4
SW1/4
SH1/4
SE1/4
SE1/4
BEY/4
BE1/4

<0.00
44,00
40.00

40,00
40.00
40,00
40,00
£0.00
40,00
2000
£0.00
40,00
40.00
40,08
40,900

40.00
40,00
0. 00
40. 00
40,00
40,00
40.00
40,00
40,00
40.00
40.00
40.00
40,00
40.00
40,00
40.00

40,00
40.00
40.00
40.00
40.00
49.00
40.00
40,00
40.00
40.00
40.00
40,00
40,00
40.00

—=£0.00
4162, 42

CHHERSHIP

100% Minersls
1008 Minerals

(R}
[RR)

100X Hinarals (RR)

100% Minerals
100% Minarals
100% Minarals
100X Minersls
100% Minarals
100% Minerals
00% Hinarnie
100X Hinarals
100% Minarals
100% Hineratls
100% HMinerais
100X Minerals

1C0% Minerals
100% Minerals
100% Hinerais
100% Minerals
100% Minerals
100X Minersls
100% Hinerals
100% Hinerals
100% Minerals
100K Minerals
100% Minerals
100X Minerrls
160% Minarals
1¢0% Hinarals
100X Minsrals

[RR)
[RR)
[RR}
[RR}
[RR}
{RR)
[RR}
[(RR}
{RR)
LRR)
{RR}
{RR}

[RR)
{AR)
[RR)
[RR}
(RR)
(RR)
(RR)
(RR)
[RR)
(RR}
(RRY
(RR}
(RRY
{RR)
{RR)

100% Hinerals (RR)

100K Mimerals
100% Minerals
100% Minarals
100% Minarals
100% Hirarals
100% Minarals
100x Minarals
100x Minarals
108% Minarals
100% Minarals
100x Hinerals
100% Minerals
100% Hinarals
100X Ninarats

§:1:5)
(RR)
(RA}
(RAY}
{RR)
{RR)
[RRY
(RRE)
{RRAY
(RR)
(RR)
(RR)
{AR)
(aR)

100% Minerals (AR}
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February 26, 2004

Letter in Lien of Transfer Order

To the person(s) and/ov firm{s) addressed on Exhibir A

This letter is to nolify you that United States Steel Corporation (USS), has transferred, sold and
assigned all of its interest in the lands covered by the Agreement(s), as amended, described on Exhibit A

to RGGS Land & Minerals, Lid. L.P.

Future correspendence should be directed to the assipnee at:

RGGS Land & Minerals, Lid., L.P.

909 Fannin Street, Suite 2600
Houston, Texas 77010
Telephone: (713) 951-0100
Fax: (713) 9510191
Attention: Daniel Clark

Copies io:

Mr. Peter A. Heltunen

P.(3. Box 535

Mt Iron, MN 55768
Telephone: (218) 749-1291
Fax: (218) 749-1294

Future payments and reports should be directed to the assignee at;

RGGS Land & Minerals, Ltd., L.P.

P O.Box 4667

Houston, Texas 77210
Telephone: (713) 951-0100
Fax: {713} 9510191
Attention: Tom Speck

Copies to:

Mr, Peter A. Heltunen

P.C:. Box 535

Mt Iron, MN 35768
Telephone: (218) 749-1291
Fax: (218) 749-1294

T'his letter is being furnished to you in lieu of a transfer order with respect to the properties under
the Apreement(s). Upon request, we will send you a copy of the recorded assignment.

RGGS Land & Minerals, Lid., L.P.
By: Gordy Qil Company, a "I{'xas cm poration,
lis: General I’grlnfr 4

d
By: ( .", ,.,_....ﬂi;"/ﬂ — o

Russell D. Gordy, President _/

Fd
P

UNITED STATES STEEL CORPORATION

By: E—rl fmu-uf__aﬁ

Garrett I E[urlev
Title: President
USS Real Estate, a division of
Umited States Steel Corporation




Exhibit A

Polymet Mining Corporation
Mr. William Murray, President
925 West Georgia Street

Suite 1116

Vancouver BC VoC 312

Contract: Agreement
Dated: 7/11/2001
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POLYMET MINING CORP.

(the “Company™)
NOMINATING COMMITTEE CHARTER
Purpose

The function of the Nominating Committee (the “Commuittee™) is to identify
mndividuals qualified to become board members and to select, or to recommend that the
Board of Directors select. the director nominees for the next annual meeting of
stockholders, to oversee the selection and composition of commuittees of the Board of
Directors and to oversee management continuity planning processes.

Composition

The Commuittes shall consist of two or more members of the Board of Directors,
each of whom 1s determined by the Board of Directors to be “independent” in accordance
with the various rules of the Toronto Stock Exchange, the B.C. and Ontario Securities
Commissions, the American Stock Exchange and the U.S. Securities and Exchange
Commission.

Appointment and Removal

The members of the Committee shall be appointed by the Board of Directors and
shall serve until such member’s successor 15 duly elected and qualified or until such
member's earlier resignation or removal The members of the Committee may be
removed, with or without cause, by a majority vote of the Board of Directors.

Chairperson

Unless a Chairperson is elected by the full Board of Directors, the members of the
Committes shall designate a Chairperson by majority vote of the full Committee
membership. The Chairperson will chair all regular sessions of the Commuttee and set
the agendas for Committee meetings.

Meetings

The Committes shall meet as frequently as circumstances dictate, but not less than
once every fiscal quarter. The Chairman of the Board or any member of the Committee
may call meetings of the Committee. The Committee may invite to its meetings any
director, member of management of the Company, and such other persons as it deems
appropriate i order to carry out its responsibilities.

Duties and Responsibilities

The Committee shall have the following duties and responsibilities:
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* To establish criteria for the selection of new directors to serve on the Board of
Dhrectors, taking into account at a minimum all applicable laws, rules, regulations
and listing standards. a potential candidate’s experience, age. areas of expertise
and other factors relative to the overall composition of the Board of Directors.

¢ To identify individuals believed to be qualified as candidates to serve on the
Board of Directors and to select. or recommend that a majonty of independent
members of the Board of Directors select, the candidates for all directorships to be
filled by the Board of Directors or by the shareholders at an annual or special
meeting.

* To monitor the orientation and continuing education program for directors.

* To oversee and approve the management continuity planning process. Annually to
review and evaluate the succession plans relating to the Chief Executive Officer
and other executive officer positions and to make recommendations to the Board
of Directors with respect to the selection of individuals to occupy these positions.

¢ Develop and recommend to the Board of Directors for its approval an annual self-
evaluation process of the Board of Directors and its commirtees. Based on the
results of the annual evaluation, as well as on anyv other matters the Committee
shall deem relevant, the Committee shall make such recommendations to the
Board of Directors regarding board processes and other items deemed appropriate
to improve or ensure the effective functioning of the Board of Directors as the
Committes shall from time to time deem advisable or appropriate.

* DPerform any other activities consistent with this Charter, the Company’s charter
documents and governing law as the Committee or the Board of Directors deem
appropriate.

Advisors

The Committee shall have the anthority to retain a search firm to assist in
identifying director candidates_ and to retain outside counsel and other advisors as the
Committes may deem appropriate 1 its sole discretion. The Committee shall have sole
authority to approve related fees and retention terms.

Reports and Performance Review

The Committee shall report its actions and anv recommendations to the Board of
Directors after each Committee meeting and shall conduct and present to the Board of
Directors an annual performance evaluation of the Commuittes. The Comnuttee shall
review at least annually the adequacy of this Charter and recommend any proposed
changes to the Board of Directors for approval.

Disclosure of Charter

]
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This Charter will be made available in accordance with applicable rules and
regulations.

Adeopred by Resolution of the Board of Directors
June 21, 2006

L8]
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Vancouver, BC Canada V6C 3B2
CHARTERED ACCOUNTANTS Tel 604 694-5070
Fax 604 S85-5377

info@staleyokada.com
wiaw staleyokada com

July 31, 2006

Board of Directors
PolyMet Mining Corp.
Vancouver, BC

CONSENT OF CERTIFIED PUBLIC ACCOUNTANTS

We consent to the use of our audit raport dated April 4, 2008, on the financial statements of PolyMet Mining Corp., for the
filing with and attachment ta the Form 20-F for the year ending January 31, 2008.

Yours truly,

P n y IV
Lot E,L.r: Madet VerrM4
STALEY, OKADA & PARTNERS
Chartered Accountants

Sialey, Chada & Partnars, with ofices n Vencowwer snd Suney, & 8 Mambar of MS1, a Nateark of Indapsndant Professional Frme + AMamber of the Inshiute of Charlesad Accountants of Brilish Calumbra
A Paineship of Incomparated Frofessionals; LM, Okads, Ud., KA Beott, Lid.. AM. Bhagireth, Lid., LW, Vickars, Lid | 5.5 Traher, Ine, D. Larocoue, Lid



