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SIERRA GEOTHERMAL POWER CORP.

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the 2007 Annual General Meeting (the “*Meeting”} of sharcholders of
Sierra Geothermal Power Corp. (the "Company”) will be held at the MARRIOTT VANCOUVER
PINNACLE DOWNTOWN HOTEL, Room “Poifit Grey” — 2™ Floor, 1128 West Hastings Street on
Tuesday, April 10, 2007 at 11:00 a.m. for the foltowing purposes:

(2)

(b}
(]
(d)

(e}

To receive and consider the report of the directors, the audited financial statements of the Company
for the period ended October 31, 2006, and the report of the auditor thereon;

To re-appoint an auditor for the ensuing year at a remuneration to be fixed by the directors;
To increase the size of the Board of Directors fo §;

To consider and, if thought fit, to pass an ordinary resolution epproving and ratifying the Company's
currently implemented Stock Option Plan, subject to regulatory approval, as more fully set forth in
the Information Circular accompanying this notice; and

To transact such other business as may be properly transacted at the Meeting or at any adjournment
thereof.

The accompanying information circular provides additional information relating to the matters 1o be dealt
with at the Meeting and ts deemed to form part of this notice.

Shareholders who are unable to attend the Meetlag in person are requested to read the notes accompanying the
instrument of proxy and complete and return the proxy to the Company's transfer agent, Pacific Corporate
Trust Company, 2* Floor, 510 Burrard Street, Vancouver, British Columbla, V6C 3B9, Facsimile No.: (604)
689-8144 or the Company, not less than forty-cight (48) hours {excluding Saturdays, Sundays and holldays)
hefore the time fixed for the Meeting.

DATED at the City of Vancouver, in the Province of British Columbia, as of the ot day of March, 2007.

BY ORDER OF THE BOARD OF DIRECTORS

“Gary Thompson™

GARY THOMPSON
President

KJELD WERBES LAW CORFORATION
BARRISTER AND SOLICITOR




SIERRA GEOTHERMAL POWER CORP.

INFORMATION CIRCULAR
as at and dated March 9, 2007

Solicitation of Proxles

This information circular is fumnished in connection with the solicitation of proxies by management of Sicrra
Geothermal Power Corp. (the "Company”) for use al the 2007 Annual General Meeting (the “Meeting”) of
shareholders of the Company to be held on April 10, 2007, at the time and place and for the purposes set forih in
the notice of Meeting.

The cost of this solicilation will be borne by the Company.

Appointment and Revocation of Proxies

The persons named in the accompanying form of proxy are directors of the Company. A sharcholder desiring to
appoint some other person (who need not be a shareholder) 1o represent him or her at the meeting may do so,
either by striking out the printed names and inserting the desired person's name in the blank space provided in the
form of proxy or by completing another proper form of proxy and in either case delivering the completed proxy to
the office of Pacific Corporate Trust Company, 2™ Floor, 510 Burrard Street, Vancouver, British Columbia,
V6C 3B9, facsimile no.: (604) 689-8144 or to the Company’s office, not less than forty-cight (48) hours
(excluding Saturdays, Sundays and holidays) before the time fixed for the Meeting.

The chair of the Meeting will have the discretion to accept or reject proxies otherwise deposited.

A sharcholder who has given a proxy may revoke it by an instrument in writing delivered to the said office of
Pacific Corporate Trust Company or the Company's office at any time up to and including the last business day
preceding the day of the Mecting, or any adjoumnment thereof, or to the chair of the Mesting, or in any manner
provided by law,

Voting of Proxies

The securities represented by the proxy will be voted or withheld from voting in accordance with the instructions
of the shareholder on any ballot that may be called for, and if the sharcholder specifies a choice with respect to
any matter to be acted upon, the securities will be voted accordingly. The form of proxy confers authority upon
the named proxyholder with respect to matters identified in the accompanying notice of Meeting. If a choice with
respect to such matters is not specified, it is intended that the person designated by management in the form of
proxy will vote the securities represented by the proxy in favour of each matter identified in the proxy and for the
nominees of management for directors and auditor.

The proxy confers discretionary authority upon the named proxyholder with respect to amendments to or
variations in matters identified in the accompanying notice of Meeting and other matters which may properly
come before the Meeting.  As at the date of this information circular, management is not aware of any
amendments, variations, or other matters. If such should occur, the persons designated by management will vote
thereon in accordance with their best judgment, exercising discretionary authority.

Non-Registered Holders

Ouly shareholders whose names appear on the records of the Company as the registered holders of shares
or duly appointed proxyholders are permitted to vote at the Meeting. Most sharcholders of the company are
“non-registered” shareholders because the shares they own are not registered in their names but instead are
registered in the name of a nominee such as a brokerage firm through which they purchased the shares; a bank,




trust company, trustee or administrator of self-administered RRSP's, RRIF's, RESP’s and similar plans; or a
clearing agency such as The Canadian Depository for Securities Limited {a “Nominee"}. [f you purchased your
shares through a broker, you are likely an unregistered holder.

In accordance with securities regulatory policies, the Company has distributed copies of the Meeting maiterials,
being the Notice of Meeting, this Information Circuler and the Proxy, to the Nominees for distribution to non-

registered holders.

Nominees are required to forward the Meeting materials to non-registered holders to seek their voting instructions
in advance of the Meeting. Shares held by Nominees can only be voted in accardance with the instructions of the
non-registered holder. The Nominees often have their own form of proxy, mailing procedures and provide their
own return instructions. If you wish to vote by proxy, you should carefully follow the instructions from the
Nominee in order fo ensure that your Shares are voted at the Meeting.

If you, as a non-registered holder, wish to vote atl the Meeting in person, you should appoint yourself as
proxyhelder by writing your name in the space provided on the request for voting instructions or proxy provided
by the Nominee and return the form to the Nominee in the envelope provided. Do not complete the voting section
of the form as your vote will be taken at the Meeting.

Voting Securities and Principal Holders Thereof

The voting securities of the Company consist of unlimited number of common shares without par value. As at the
date of this information circular, 34,475,038 common shares without par value were issued and outstanding, each
such share carrying the right to one (1) vote at the Meeting. March 9, 2007 has been fixed in advance by the
directors of the Company as the record date for the purpose of determining those shareholders entitled to receive
notice of, and to vote at the Meeting.

To the knawledge of the directors and senior officers of the Company, the following are the only persons who
beneficially own, directly er indirectly, or exercise control or direction over, voting securities carrying more than
10% of the voting rights attached to the voting securities of the Company:

Name Number of Voting Securities Percentage
Exploration Capital Partners 2005 3,623,019 11.5%
Limited Partnership*

*+of which Resources Capital Investment Corp. is the general partner

Appointment of Auditor

Vellmer & Chang, Chartered Accountants, of Vancouver, British Columbia, is the auditor of the Company.
Unless otherwise instructed, the proxies given pursuant to this solicitation will be voted for the re-appointment of
Vellmer & Chang as the auditor of the Company to hold office for the ensuing year at a remuneration to be fixed

by the Directors.

Election of Directors

The Company is proposing to increase the size of the Board of Directors to 8. The persons named in the following
table are management's nominees to the board. Each director elected will hold office until the next annual general
meeting or until his or her successor is duly elected or appointed unless his or her office is earlier vacated in
accordance with the articles of the Company or unless he or she becomes disqualified to act as a director.




Name and Address of Period From Nuniber of
Nomioee and Present Principa) Occupation ‘Which Nominee Approzimate
Position with Company Has Been Director Voting Securities]

Gary Thompson President & Chief Executive November 21, 2006 409,000

Sherwood Park, Alberta Officer

President, Director

Daniel McGee Chairman on the Board and December 16, 1983 824,000

Coquitlam, BC Director of Sicrra Geothermal

Chairman of the Board, Director Power Corp.

Joel Ronne Vice Presidens and Chief November 21, 2006 419,000

Shawnigan Lake, BC Opcrations Officer, Engineer

Vice President of Operations and

Director

John G. Oness VP Investor Relations, Manex Qctober 28, 2003 26,000

North Yancouver, BC Resource Group

Director

Joseph Anthony Kizis Geologist January 4, 2005 Nil

Reno, Nevada

Director

Deneis N. Wong Chartered Accountant October 13, 2005 25,000

Bumaby, BC

Director

Lzura Rita Theil Lawyer, Sclf Employed Nominee N

Aurora, ON Entreprencur

Proposed Noninee

Cale Moodle Accountant Nominee 400,852

Vancouver, BC

Proposed Nominee

voting secerilics beneficially owned, directly or indirectly, or over which control or direction is cxercised

All of the proposed nominees except Joseph Anthony Kizis are ordinarily residents in Canada.
The board of directors has not appeinted an executive committee.

As the Company is a reporting company, the directors of the Company are required to elect, from their number, an
audit committee. Gary Thompson, Dennis N. Wong and John G. Oness are the three directors elected by the
board of directors of the Company to the audit commiltee.

Other than as described below, no proposed director:

a) is, as at the date of this Information Circular, or has been within 10 years before the date of this Circular,
a director or executive officer of any company (including the Company) that, while that person was acting
in that capacity.

i} was subject of a cease trade or similar order or an order that denied the relevant company access
to any exemption under securities legistation, for a peried of more than 30 consecutive days;

i} was subject to an event that resulted, after the director or executive officer ceased to be a director
or executive officer, in the company being subject to a cease trade order or similar arder or an
order that denied the relevant company access to any exemption under securities legislztion, for a
period of more than 30 consecutive days; or

iii) within a year of that person ceasing to act in that capacity, became bankrupt, made o proposal
under any legislation relating to bankruptcy or insolvency or was subject to or instituted any
-3-




proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or
trustee appointed to hold its assets; or

b) has, within the 10 years before the date of this Information Circular, become bankrupi, made a proposal
under any legislation relating o bankruptey or insolvency, or become subject to or instituted any proceedings,
arrangement or compromise with creditors, or has a receiver, receiver manager or trustee appointed to hold the
assets of the proposed director.

Statement of Executive Compensation

Compensation to Executive Officers

Danie] McGee has been the Named Executive Officer of the Company as defined in B.C. Form 51-904F
prescribed by the "Regulations™ under the Securities Act of the Province of British Columbia during the preceding

year.

The criteria used in determining the amount of executive officer compensation which is appropriate is based on an
assessment of salaries paid in the industry for similar duties in which the Company is ¢ngaged.

Executive officess are entitled to participate in incentive stock options granted by the Company. For additional
information with respect to incentive stock options granted to executive officers, please refer to the heading
"Directors’ and Key Employees” Stock Options” below.

The following table sets ferth pani;.ulars concemning the compensation of Named Executive Officers for the
Company's previous three {inancial years:

Summary Compensation Table

Annaual Compensation Loog Term Cempensation
Awards Payouts
Securities Restricted
Other Annusl Under Shares or Al Other
Name and Salary Boau Compensation | OptioaySARy Restricted LTIF Compengation
Principal Pesition | Yer (%) [t] ! Granted Shure Unity Payouts 512
LLJ] [£3] (5}
Danic! McGee 1006 Nil Nil 54,000 Nil Nil Nil Nil
President 1005 Nil Nil 30,000 295,000 Nil Nil Nil
1004 wil Nil 30,000 Nil Nil Nil Nil

I the value of perquisites and benefits, if any, for each Named Executive Officer wat Texs than the leaser of $30,000 and 10% of the toul annuil satary

and bonus
2 for further details, refer to the heading "Menagement Contracts” below

Long Term Incentive Plap Awards to Named Executive Officery

No long term incentive plan awards were made to any Named Executive Officer during the financial year ended
October 31, 2006.

Onptlons & SARs Granted to Named Executive Officery

No individual grants of options to purchase or acquire securities of the Company or its subsidiaries, if any, or
stock appreciation rights ("SARs") as defined in National Instrument 51-904F prescribed in the "Regulations™
under the Securities Act of British Columbia were made to Named Executive Officers of the Company during the
year ended October 31, 2006.




Options & SARs Exerclsed by Named Executive Officers

The following table sets forth particulars conceming each cxcrcise of options and SARs by eich Named
Executive Officer during the financial year ended October 31, 2006, and the financial year-end value of
unexercised options and SARs:

Aggreguted UptiswSAR Exercises during the Mot Recendy Completed Financial Year
and Fingncin! Year-End Optisa/SAR Values

Unexrrcised Options/SARs at Value of Unexercised in the
Securithes FY-Ead (%) Money Options/SARs at FY-
Namw Acquired sa Aggregate Value Ewnd (5}
Exercise {¥} Realized (%) Excrcisable/Unexercisable
Exercisable/tUnexer isable
[ Daniel McGee Nil Nil 235,000 $44.250

Terminatlon of Employment. Change in Responstbilities and Employment Contracts

There arc no employment contracts between either the Company or its subsidiaries and the Named Executive
Officers except as referred to under the heading "Management Contracts” below.

Neither the Company nor any of its subsidiaries have any plan or arrangement with respect to compensation to its
executive officers which would result from the resignation, retirement or any other termination of the executive
officers’ employment with the Company and its subsidiaries or from a change of controt of the Company or any
subsidiary of the Company or a change in the executive officers’ responsibilities following a change in control,
whete in respect of an exccutive officer the value of such compensation exceeds $100,000.

Compensation of Directors

The Company has no standard arrangerment pursuant to which directors are compensated by the Cempany for
their services in their capacity as directors. There has been no other arrangement pursuant to which directors were
compensated by the Company in their capacity as directors during the Company's financial year ended Ociober
31, 2006.

Management Contracts

The Company is a party to a Management Contract with Daniel McGee, the Chairman of the Board and former
President of the Company dated February |, 2006 whereby Mr. McGee is engaged to perform minagement
services and attend to the day 10 day affairs of the Company for a fee of $5,000 per month plus expenses.

Indebtedness of Directors and Senior Officers

None of the directors or senior officers of the Company have been indebted to the Company during the financial
year ended October 3§, 2006,

Interest of Insiders In Material Transactions

The directors and officers of the Company have an interest in the resolutions conceming the election of directors
and stock options. Otherwise no director or senior officer of the Company or any associate of the foregeing has
any substantial interest, direct or indirect, by way of beneficial ownership of shares or otherwise in the matters to
be acted upon at the Meeting, except for any interest arising from the ownership of shares of the Company where
the shareholder will receive no extra or special benefit or advantage not shared on a pro rata basis by all helders of
shares in the capital of the Company.




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 1akes inte account the tole of the individual members of management who are
appointed by the Board and who are charged with the day to day management of the Company. The Board is
committed to sound corporate governance practices which are both in the interest of its sharcholders and
contribute to effective and efficient decision making,

Board of Directors
Structure and Compensation

The Board is currently composed of six Directors.

The Toronte Stock Exchange Guidelines (the “Exchange Guidelines™) suggest that the Board of Directors of
every listed company should be constituted with a majerity of individuals who qualify as “unrelated™ Directors.
An “unrelated” Director is a Director who is independent of manag 1 and is free from any interest and any
business or other relationship which could, or could reasonably be perceived to, materially interfere with the
Direcior's ability to act with a view to the best interests of the Company, other than interests and relationships
arising from sharcholdings. In addition, where a company has a significant shareholder, the Exchange
Guidelines suggesi that the Board of Directors should include a number of Directors who do not have interests in
cither the company or the significant sharcholder. Of the proposed nominees, three are considered by the Board
to be “unrelated” within the meaning of the Exchange Guidelines and two are *inside” or management Directors
and accordingly are considered to be “related”. In assessing the Exchange Guidetines and making the forcgoing
determinations, the ¢ircumstances of each Director have been examined in relation to a number of factors.

Mandate of the Board

The mandate of the Board, as prescribed by the Business Corporations Act (British Columbia), is to manage or
supervise the management of the business and affairs of the Company and to act with a view to the best interests
of the Company. In fulfilling its mandate, the Board, among other matters, is responsible for reviewing major
strategic initiatives to ensure that the Company’s proposed actions accord with sharehalder objectives; reviewing
and approving the reports and other disclosure issued to shareholders; ensuring the effective operation of the
Board; and safeguarding shareholders’ equity interests through the optimem utilization of the Company's capital
resources.

Meetings of the Board

Board meetings are called to deal with special matters as circumstances require. The Board did not meet formally
during 2006, but met informally on numetous occasiens to review and consider projects of merit, together with
the financial condition of the Company. Most matters are approved by circulating resolutions for the Board's
signature, This occurred on 12 occasions during the fiscal year ended October 31, 2006,

Audit Committee
The Audit Committee’s Charter
Mandate
The primary function of the audit commitiee (the "Committee™) is to assist the Board of Directors in fulfilling its
financial oversight responsibilities by reviewing the financial reports and other financial information provided by

the company to regulatory authorities and shareholders, the Company’s systems of internal controls regarding
finance and accounting and the Company's auditing, accounting and financial reporting processes. Consistent
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with this function, the Committee will encourage continuous improvement of, and should foster adherence to, the
Company's policies, procedures and practices at all levels. The Commitiee’s primary duties and responsibilities
are to:

*  Serve as an independent and objective party to monitor the Company’s financial reporting and internal control
sysiem and review the Company's financial statements,

= Review and appraise the performance of the Company's extemal auditors.

*  Provide an open avenue of communication among the Company's auditors, financial and senior nanagement
and the Board of Directors.

Composition

The Committee shall be comprised of three Directors as determined by the Board of Direclors, the majority of
whom shall be free from any relationship that, in the opinion of the Beard of Directors, would interfere with the
exercise of his or her independent judgment as a member of the Commitiee.

At least one member of the Committee shall have accounting or related financial management expertise, All
members of the Committee that are not financially literate will work towards becoming financially literate to
obtain a working familiarity with basic finance and accounting practices. For the purposes of the Company's
Charter, the definition of “financially literate” is the ability to read and understand a set of financial statements
that present the breadth and level of complexity of accounting issues that are generalty comparable to the breadih
and complexity of the issues that can presumably be expected 1o be raised by the Company s financial statements.

The members of the Commitiee shall be elected by the Board of Directors at its first meeting following the annual

sharcholder's meeting. Unless a Chair is elected by the full Board of Directors, the members of the Committee
may designate a Chair by a majority vote of the full Commitiee membership.

Meetings

The Committes shall meet at least annually, or more frequently as circumstances dictate. As part of its job to
foster open communication, the Committee will meet at least annually with the extemnal auditors,

Responsibilities and Duties

To fulfill its responsibilities and dutics, the Committee shall:

Documents/Reports Review

(a) Review and update this Charter annually.

(b) Review the Company's financial statements, MD&A and any annual and interim carnings, press releases
before the Company publicly discloses this information and any reports or other financial information

(including quarterly financial statements), which are submitted to any governmental bedy, or to the
public, including any certification, report, opinion, ar review rendered by the external auditors.

External Auditorg

(a) Review annually, the performance of the external auditors who shall be ultimately accountable to the
Board of Directors and the Committee as representatives of the shareholders of the Company.
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Obtain annually, a formal written statement of external auditors setting forth all relationships between the
external auditors and the Company, consi with Independence Standards Board Standard |,

Review and discuss with the external auditors any disclosed relationships or services that may impact the
objectivity and independence of the exiemal auditors.

Take, or recommend that the full Board of Directors take, appropriate action to oversee the independence
of the external auditors.

Recommend 1o the Board of Directors the selection and, where applicable, the replacement of the external
auditors nominated annually for sharcholder approval.

Review and approve the Company's hiring policies regarding partners, employees and former partners
and employees of the present and former external auditers of the Company.

Review and pre-approve all audit and audit-related services and the fees and other compensation related
thereto.

Financial Reporting Processes

(2

(k)

©

(d}

(e)

0

(&)

(b}

(@)

@

In consultation with the external auditors, review with management the integrity of the Company’s
financial reporting process, both internal and external,

Consider the external auditors’ judgments about the quality and appropriateness of the Company’s
accounting principles as applied in its financial reporting.

Consider and approve, if appropriate, changes to the Company’s auditing and accounting principles and,
practices as suggested by the external auditors and management.

Review significant judgments made by management in the preparation of the financial statemenis and the
view of the external auditors as to appropriateness of such judgments.

Following completion of the annual audit, review scparately with management and the exiernal auditors
any significant difficulties encountered during the course of the audit, including any restrictions on the
scope of work or access to required information.

In consultation with the external auditors, review with management the integnity of the Company’s
financial reporting process, both intemal and external.

Consider the external auditors’ judgments about the quality and appropriateness of the Company’s
accounting principles as applied in its financial reporting.

Consider and approve, if appropriate, changes to the Company’s auditing and accounting principles and
practices as suggested by the external auditors and management.

Review significant judgments made by management in the preparation of the financial statements and the
view of the externa) auditors as to appropriateness of such judgments.

Following completion of the annual audit, review scparately with management and the extermal auditors

any significant difficulties encountered during the course of the audit, including any restrictions on the
scope of work or access to required information.
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(x) Review anty significant disagreement among management and the extemal auditors in connection with the
preparation of the financial statements.

() Review with the external auditors and management the extent to which changes and improvements in
financial or accounting practices have been implemented.

(m)  Review any complaints or concerns about any questionable accounting, internal accounting controls or
auditing matters.

(n) Review certification process.
Other

Review any related-party transactiens.
Composition of the Audit Committee

The following are the members of the Commitiee:

Gary Thompson Management Financially literate®
Dennis N, Wong Independent’ Financially Literate'
Jay Oness Independent’ Financially literai*

! As defined by Multilateral Instrument 52-110 ("MI 52-1107)

Audit Committee Oversight

Al no time since the commencement of the Company’s most recently completed financial year was a
recommendation of the committee to nominate or compensale an external auditor not adopied by the Board of
Directors.

Reliance on Certain Exemptions

At no time since the commencement of the Company's most recently completed financial year has the Company
relied on the exemption in Section 2.4 of Ml 52-110 {De Minimis Non-audit Services), or an exermnption from Ml
52.119, in whole or in part, granted under Part 8 of Multilateral lnstrument 52-110.

External Auditor Service Fees (By Category)

The aggregate fees billed by the Company's external auditors in each of the last two fiscal years for audit fees are
as follows:

Financial Year Ending Audit Fees Audit Related Fees Tax Fees All Other Fees
Oclober 31, 2006 £7,500 Nii Nil Nil
October 31, 2005 $6,500 §2,299 Nil Nil

Nojnination and Assessment

The Board determines new nominees to the Board, although a formal process has not been adopled. The
nominees arc generally the result of recruitment efforts by the Board members, including both formal and
informal discussions among Board members.




Expectations of Management

The Board expetts management to operate the business of the Company in a manner that enhances shareholder
value and is consistent with the highest level of integrity,

Drirectors’ Approval

The contents of this Management Proxy Circular and its distribution to shareholders have been approved by the
Board of Directors of the Company.

Particulars of Other Matters to be Acted Upon

Approval and Ratification of Stock Option Plan

The Board of Directors of the Company implemented a Stock Option Plan (the “Plan") effective April 28, 2006
which was approved by the Exchange on December 4, 2006 and the shareholders of the Company. The number
of common shares which may be issued pursuant to options previously granted and those granted under the Plan
is a maximum of 10% of the issued and outstanding common shares at the time of the grant. In addition, the
number of shares which may be reserved for issuance to any one individual may not exceed 5% of the issued
shares on a yearly basis or 2% if the optionee is engaged in investor relations activities or is a consultant. Under
Exchange policy, all such rolling stock cption plans which set the number of common shares issuable under the
plan at a maximum of 10% of the issued and outstanding common shares must be approved and ratified by
shareholders on an annual basis.

Therefore, at the Meeting, shareholders will be asked to pass a resolution in the following form:

“UPON MOTION DULY MADE AND SECONDED IT WAS RESOLVED that the Company approve and
ratify, subject to regulatory approval, the Stock Option Plan pursuant to which the Directors may, from time to
time, authorize the issuance of options to Directors, officers, emplayees and consultants of the Company and its
subsidiaries to a maximum of 10% of the issued and outstanding common shares at the time of the grant, with a
maximum of 5% of the Company's issued and outstanding shares being reserved to any one person on a yearly
basis”.

The purpose of the Plan is to allow the Company to grant options to Directors, officers, employees and
consultants, as additicnal compensation, and as an opportunity to participate in the success of the Company. The
granting of such options is intended to align the interests of such persons with that of the shaseholders. Options
will be exercisable over periods of up to five yaars as determined by the Board of Directors of the Company and
are required to have to have an exercisc price no less than the closing market price of the Company's shares
prevailing on the day that the optien is granted less a discount of up 10 25%, the amount of the discount varying
with market price in accordance with the palicies of the Exchange. Pursuant to the Plan, the Board of Directors
may from time to timc authorize the issue of options to Directors. Officers, employees and consultants of the
Company and its subsidiaries or employess of companies providing management or consulting services 1o the
Company or its shareholders. The Pian contains no vesting requirements, but permits the Board of Directors to
specify a vesting schedule in its discretion. The Plan provides that if a change or control, as defined therein,
oceurs, all shares subject to option shall immediately become vested and may thereupon be exercised in whole or
in part by the option holder.

Reference shou!ld be made to the full text of the Plan which will be made available at the office of Kjeld Werbes
Law Corporation, Suite 708-1111 West Haslings Street, Vancouver, BC, V6E 2J3 until the business day
immediately preceding the date of the Meeting.

Shareholders will be asked to consider, and if thought (it to approve a resolution approving the Plan,
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Stock Options Granted and Exercised Ln the Past Year

The following options were granted during the finaneial year ended October 31, 2006

Number of Shares Exercise Price Expiry Date
Directors Nil Nil N/A
Officers Nil Nil N/A
Consultants 95,000 $0.40 January 27, 2008

Additional Information

Additional information relating to the Company is on SEDAR at www sedar.com. Sharcholders may contact the
Company at 708-1111 West Hastings Street, Vancouver, BC, V6C 2W2 to request copies of the Company’s
financial statements and MD&A.

Financial information is provided in the Company's comparative audited annual financial statements and MD&A
for its most recently completed financial year which are filed on SEDAR.

Qther Matters

Management knows of no other matters to come before the Meeting of shareholders other than referred to in the
notice of Meeting. However, if any other matters which are not known to the management of the Cotnpany shall
property come before the said Mecting, the form of proxy given pursuant to the solicitation by management of the
Company will be voted on such matters in accordance with the best judgment of the persons voting the proxy.

The forcgoing contains no untrue statement of material fact (as defined in the Securities Act (Alberta)) and does
not amit 10 state a material fact thal is required to be stated or that is necessary to make a statement contained
herein not misleading in the light of the circumstances in which it was made.

The Company is a reporting issuer in Alberta due to its listing on the TSX Venture Exchange. The fallowing is
required by the Securities Rules (Alberta):

IT IS AN OFFENCE UNDER THE SECURITIES ACT (ALBERTA), THE SECURITIES REGULATION
(ALBERTA} AND THE ALBERTA SECURITIES COMMISSION RULES FOR A PERSON OR COMPANY TO
MAKE A STATEMENT IN A DOCUMENT REQUIRED TO BE FILED OF FURNISHED UNDER THE ACT OR

REGULATIONS THAT, AT THE TIME AND IN THE LIGHT OF THE CIRCUMSTANCES UNDER WHICH [T
15 MADE, IS A MISREPRESENTATION,

BY ORDER OF THE BOARD OF DIRECTORS
“Gary Thompson™

Gary Thompson
President

Sl -




CERTIFICATE OF MANAGEMENT
The foregoing contains no untrue stalement of a material fact and does not omit to state a material fact that is
required to be stated or that is necessary to make a stalement not misleading in the light of the circumstances in
which it was made.

DATED THIS 9™ day of March, 2007.

“Daniel McGee"” “Dennis N. Wong"

Daniel McGee, Chairman of the Board Dennis N. Wong, CFO and Director
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E-mail: info@velimerchang.com

* denotes a firm of incorporated professionals

AUDITORS’ REPORT

To the Board of Diractors and Shareholdars of

SIERRA GEOTHERMAL POWER CORP.
(formerly Inovision Solutions Inc.)

Wae have audited the balance sheets of Sierra Geothermal Power Corp. (formerly Inovision
Solutions Inc.} (the Company”} as at October 31, 2006 and 2005 and the statements of
operations and deficit and cash flows for the years then ended. These financial statements
are the responsibility of the Company's management. Our responsibility is lo express an
apinion on these financial statements based on our audits,

We conducied our audil in accordance with Canadian generally accepled auditing
standards. Those standards require that we plan and perform an audit to obtain
reasonable assurance whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the
financial positions of the Company as at October 31, 2006 and 2005 and the results of its
operations and its cash flows for the years then ended in accordance with Canadian
generally accepted accounting principles.

(signed)
Vancouver, Canada Vellmer & Chang
February 19, 2007 Chartered Accountants




SIERRA GEQTHERMAL POWER CORP.
(formerly Inovision Solutions Inc.)

Balance Sheets
October 31, 2006 and 2005

2006 2005

ASSETS

Currant assets
Cash and cash equivalents

3 50,925 $ 118314

Sundry receivabte 2,504 -

Prepaid expenses 54,798 144,384
Tatal current assets 108,227 262,698
Loan receivable (Note 3) 100 100
Mineral intarest (Note 4) 603,285 311,04
Equipment (MNote 5) 12,427 6,599

Total assets

$ 724,039 $ 581,201

LIABILITIES

Current liabilities
Accounts payable and accrued liabilities

$ 89656 § 17,261

Promissory notes (Note 6) 180,000 -

Due to directors, non-interest bearing and unsecured 12,000 1,733
Total current liabilities 281,656 18,994
SHAREHOLDERS' EQUITY
Share capltal (Note 7) 3,857,948 3,591,312
Subscriptions received (Note 12b) 5,000 -
Contributad surplus {Note 7} 143,294 125,263
Deficit (3,563,859) (3,154,388)
Total shareholders' equity 442,383 562,207

Total liabilities and shareholders’ equity

$ 724,039 § 581201

Approved by the Directors:

“Dartlel McGoeo"

“Gary Thompson"

Daniel McGee

Gary Thompson

The accompanying notes are an integral part of these financial statements




SIERRA GEOTHERMAL POWER CORP,

(formerly Inovision Solutions Inc.)

Staternents of Operations and Deficit
Years Ended October 31, 2006 and 2005

2006 2005
Expenses
Administration fees 42,000 -
Amartization 2,517 1,115
Consulting fees 65,393 13,738
Investor relations 31,048 6,000
Listing and transfer agent fees 16,282 31,960
Management fees 54,000 30,000
Office and miscellancous 27,776 21,147
Professional faes 87,873 53,231
Project investigation 5,749 .
Rant 21,189 13,327
Stock based compensation 18,031 125,263
Travel and promaotion 40,121 16,758
411,579 312,536
Loss before other income {411,9789) (312,536)
Other income
Interest income 2,488 1,172
Loss for tha year (409,491} (311,364}
Deficit, beginning of year {3,154,368) (2,843,004)
Deficit, end of year § (3,563,859} 3 {3,154,388)
Loss per shara, basic and diluted (0.05) (0.06}
Waighted average number of common shares
outstanding - basic and diluted 8,310,321 5,375,890

The accompanying notes are an integral part of these financial statements




SIERRA GEOTHERMAL POWER CORP.
{formerly Inovision Solutions Inc.)

Statements of Cash Flows
Years Ended October 31, 2006 and 2005

2006 2005
Cash fiows from (used in) operating activities
Loss for the year § (409,491} § (311,364)
Adjustments for items not involving cash:
Amortization 2,517 1,118
Stock based compensation 18,031 125,263
{388,943} {184,988}
Changes in non-cash working capital:
Sundry receivables {2,504} -
Prepaid expenses 89,586 {143,508}
Accounts payable and accrued liabilities 72,395 {1,412)
{229,466) (329,904)
Cash flows used in investing activities
Purchase of equipment (8,345) (6,253)
Purchase of mineral interast and exploration costs {246,481} {230,524)
(254,826) {236,777)
Gash flows from financing activities
Advances from a director 10,267 6,234
lssuance of share capital, net of share issuance costs 221,636 642,773
Promissory notes 180,000 -
Subscriptions received 5,000 -
416,903 £49,007
Increase (decrease) in cash and cash equivalents {67,389) 82,326
Cash and cash equivalents, beginning of year 118,314 35,988
Cash and cash equivalents, end of year 3 50,925 $ 118,314
Supplementary cash flow information:
Interest paid in cash % - $ 398
Income taxes paid in cash $ - $ -

The accompanying notes are an integral part of these financial statements




SIERRA GEQTHERMAL POWER CORP.
{formerly Inovision Solutions Inc.}

Notes to Financial Statements
Years ended October 31, 2006 and 2005

1.

GContinuing Operations

The Company was incorporated under the laws of British Columbia, Canada, The
Caompany changed its name 1o Siefra Geothermal Pawer Corp. from Inovision Solutions
inc. on May 16, 2006. As at Qctober 31, 2006, the Company has interests in properties
in Nevada, U.S.A.

These financial statements have been prepared on a going-concern basis which
assumes that the Company will be able to realize assets and discharge liabilities in the
normal course of business. The Company's ability to continue as a going concern is
dependent upon obtaining additional necessary financing and upon future profitable
operations. While the Company is expending its best efforts in this regard, the outcome
of these matters cannot be predicted at this time. These financial statements do not
include any adjusimenis relating to the recoverability and classification of recordad
assets and the classification of [abilities that might be necessary should the Company
be unable to continue as a going concern.

Significant Accounting Policles

(a) Use of 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 amount of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reportad amount of revenues and expenses during the period.
Actual results may differ from those estimates.

(b} Cash Equivalents

Cash equivalents usually consist of highly liquid investments which are readily
gonvertible into cash with maturity of three months or less when purchased.
There were no cash equivalents at October 31, 2006.

{c}  Mineral Interest

Acquisition costs of minera) interest, excluding indirect costs relating o securing
mineral interests, and direct exploration and development expenditures thereon are
capitalized. Costs incurred for general exploration that does not result in the
acquisition of mineral interests with ongoing exploration or development potential is
charged to operations. Costs relating to interests abandoned are written-off when
such decision is made, When production is attained, the capitalized costs will be
amortized over the estimated economical life of the mineral interest.




SIERRA GEOTHERMAL POWER CORP.
(formerly Inovision Solutions tnc.)

Notes to Financial Statements
Years ended October 31, 2006 and 2005

2, Significant Accounting Policies {continued)

{c)

(d}

(@)

Mineral Interest {continued}

The Company reviews the carrying value of each interest that is in the exploration or
development stage by reference to the project economics including the timiny of the
axploration and/or development work, the work programs and the axploration results
experianced by the Company and others. The review of the carrying value of each
producing Interest is made by reference Io the estimated future operating results and
net cash flows. When the carrying value of an interest exceeds its estimated net
recoverable amount, provision is made for the dedline in value.

The recoverability of the amounts capitalized for the undeveloped mineral interests
and deferred development costs is dependent upon the result of economic feasibility
studies, confirmation of the Company's interast in the underlying mineral interests,
the ability to abtain the necessary financing to complate their development and fuure
profitable production or proceeds from the disposition thereof.

Earning {Loss) Per Share

Basic earning (loss) per share is calculated using the weighted average number
of common shares outstanding during the period. Ciluted earnings (loss) per
share amounts are calculated giving effect 1o the potential dilution that would
oceur if securities or other contracts o issue common shares ware exercised or
converted to cormmon shares using the treasury stock method, The treasury stock
mathod assumes that proceeds received from the exercise of stock options and
warranis are used to repurchase common shares at the prevailing market rate,
Under this method, basic and diluted eamings (loss) per share are the same as
the effact of the inclusion of the stock options and warrants in note 7 would be
anti-dilutive.

Equipment

Equipment is stated at cost, net of accumulated amortization. Half-year rule
applies in the year of acquisition and no amortization is provided in the year of
disposition. Amortization is provided using the following methods and annual
rates which approximate tha usefu! life of the assets:

Furniture and fixtures — 20% declining balance
Computer equipment - 30% declining balance




SIERRA GEOTHERMAL POWER CORP.
{formerty [novision Solutions Inc.)

Notes to Financial Statements
Years ended October 31, 2006 and 2005

2. Significant Accounting Policies (continued)

i) Income Taxes

The Company fallows the asset and liability method of accounting for income
taxas. Under this method, future income fax assets and liabilities are determined
based on differences between financial reporting and tax bases of assels and
liabilities, measured using substantially enacted tax rates and laws that wil be in
affect when the differences are expected o reversa. To the aextent that the
Company does not consider it more likely than not that a future income tax asset
will be recovered, it provides a valuation allowance against the axcess.

{9} Long-lived Assets Impairment

Long-lived assets are reviewed whenever avents or changes in circumstances
indicate that camrying value of an asset {asset group)} may not be recoverable. An
impairmant Joss would be recognized when the carrying amount of an asset
exceeds the estimated undiscounted future cash flow expected to result from the
usa of the asset and its eventual disposition. The amaunt of the impairment loss
1o be recorded is calculated by the excess of the asset’s carrying vatue over ils
fair value. Fair valug is generally determined using a discounted cash flow
analysis.

{h) Stock-based Compensation

The Company accounts for stack options granted using CICA Section 3870,
Stock-Based Compensation and Other Stock-Based Payments™. Under this
Handbook section, the Company is required to expeanse, over the vesting period,
the fair value of the options and awards granted. Accordingly, the fair vatue of
the options at the date of grant is accrued and charged to operations, with a
corresponding 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.

The fair value of stock options is determined by the Black-Scholes Optian Pricing
Model with assumplions for risk-free interest rates, dividend yislds, volatility
tactors of the expected market prica of the Company's common shares and an
expected life of the options. The fair value of direct awards of stock is determined
by the quoted market price of the Company's stock.

3. Loan Receivable

In fiscal year 2000, pursuant to an agreement with Digital.doc Service (Intarnational) Inc.
{"Digital.doc”) for consulting servicas, the Company advanced $175,599 to Digital.doc for
the development of an Internet browser replacement technology. Due 1o a dispute on the
intentions of the agresment, the Company decided to write down the loan receivable to
$100.




SIERRA GEOTHERMAL POWER CORP.
{formerty Inovision Solutions Inc.}

Notes to Financial Staterments
Years ended October 31, 2006 and 2005

4 Mineral Interest

(a) Pumpernickel Geothermal Property

On October 12, 2004, the Company entered into an option agreement
{(*Agreement”) with Nevada Geothermal Power Inc. and Noramex Corporation
(collectively "NGP"}, whereby the Company was granted the exclusive right and
option (the “Oplion”) to acquire up to 50% interest in the Pumpernickal
Geothermal Properly (“the Property’). The Property now consists of 10.5
geothermal leases in the Humboldt County, Nevada, U.S.A., covering
approximatety 6,622 acres of land. On February 14, 2006, the Company signed
an amendment agreement to revise the payment schedule.

In consideration for the 50% intarest in the Property, the Company is required to:

« Payto NGP a total cash payment of $120,000, as follows:

(a) $10,000 payable upon approval from the TSX Venture Exchange
(*TSX"){paid)

(b) $10,000 payable on first anniversary date (paid)

(¢} $10,000 payable on December 14, 2006 (paid)

(d) $20,000 payable on December 14, 2007

(e) $20,000 payable on December 14, 2008

{fh $50,000 payable on December 14, 2009

+ Incur total exploration expenditures of $5,000,000, as follows:

{8) $400,000 on or bafare first anniversary date (completed)
{b) $600,000 on or before December 14, 2006 {completad)
{c} $1,000.000 on or before December 14, 2007

{d) $1.000,000 on or before December 14, 2008

{e) $2,000,000 on er before December 14, 2009

« Issue a total of 600,000 common shares, as follows:

{a) 100,000 common shares upon approval from the TSX Venture Exchange
{“TSX")(issued)

(b} 100,000 common shares on or bafore first anniversary date (issued)

(c) 100,000 common shares on ar before December 14, 2006 (issued)

(d) 100,000 common shares on or before December 14, 2007

{e) 100,000 common shares on or before December 14, 2008

{H 100,000 common shares on or before December 14, 2009




SIERRA GEOTHERMAL POWER CORP.

(formerly Inovision Solutions Inc.)

Notes to Financial Statements
Years ended October 31, 2006 and 2005

4. Mineral Interest {continued)

(a)

(b}

Pumpernickel Geatharmal Property (continued)

During the year, the Company paid cash of $70,574 to NGP, of which $10,000
was capilalized under mineral interest and %$60,574 was included as a
prepayment of which $35,574 was used to salisfy the Company's obligations in
the amount of $400,000 to fund and complete the first portion of the work
program.  During the year, the Company also issued 100,000 shares to NGP at a
fair value of $45,000. The remaining $25,000 is accounted for as expenditure
towards the work commitment of $600,000 on or bafore the second anniversary
date.

Subsequent to October 31, 2006 the Company has paid to NGFP an additional
$575,000 towards the second portion of the work program in addition to a cash
payment of $10,000 and issued 100,000 common shares to cover the second
year anniversary requirements,

Hazen Geothermal Project

On May 8, 2006, the Company entered into an option agreament with Southwest
Geathermal Inc. {S8GI}), a Nevada company, to secure an exclusive right and
option o acquire a 95% interast in the Hazen Geothermal Project consisting of
32,417 acres of leased land located in Churchill County, State of Nevada for
consideration of $5,000 USD, This allowed the Company 1o condugt due
diligence on the property for a period of sixty days after which time the Company
may or may not elect to proceed. The Company elected not to proceed with this
project at this time, Acquisition costs of $5,74%9 have been charged to operations.

The mineral interest as of October 31, 2006 can be summarized as follows:

Pumpernickel Geothermal Property:

2008 2005
Acquisition cost 5 146,280 501,280
Geophysics 181,338 99,654
Geology 26,442 23,942
Lease 36,190 7.959
Survey 26,948 26,947
Permit costs 1,467 732
Consulting 92,848 949
Others 91,774 60,041

$ 603,285 $ 311,804




SIERRA GEOTHERMAL POWER CORP.
(formery Inovision Solutions Inc.)

Notes to Financial Statements
Years ended Oclober 31, 2006 and 2005

5. Equipment

20086 _
Accumulated  Net Book
Cost Depreciation Value
Computer equipment $ 6945 $2674 & 42N
Furniture and fixiures $ 10,107 1,951 £,156
Total Equiprment $ 17,052 $4625 § 12427
2005
Accumulated Net Book
Cost Depreciation Value
Computer equipment $ 3,480 $1586 $ 1,894
Furniture and fixtures $ 57228 523 4 705
Total Equipment $ 8708 $2109 $ 6,599

6. Promissory Notes

Promissory notes consists of the following:

2006 2005
Cayley Geothermal Corp., August 24, 2008, due upon receip! of
private placemant or tailing the closing of the financing the total
amount shal! be payable on demand after, but not before, 12
months from date of issuance, non-interest bearing and
unsecured $100,000 $ -

Cayley Gecothermal Corp., October 12, 2006, dua upon receipt of

private placement or failing the closing of the financing the total

amount shall be payable on demand after, but not before, 6

months from date of issuance, non-interest bearing and

unsecured 80,000 -

$180.000 $ -

The promissory notes were paid subsequent to the year as disclosed in Note 12{e).




SIERRA GEOTHERMAL POWER CORP.

(formerly Inovision Sclutions inc.)

Notes to Financial Statements
Years ended October 31, 2006 and 2005

7. Share Capltal

{a) Authorized: Unlimited commaon shares without par value.

{b} Issued:
Contributed
Shares Amount Surplus
Balance, October 31, 2004 4,173,368 § 2,867,258 § -
Exercise of warrants 270,000 67,500 -
Issued pursuant to Option Agreement (Note 4) 100,000 25,000 -
Issued for cash under private placement,
net of costs 2,703,500 551,650 -
Less share issue costs - - -
Issued as agent compensation shares for
private placement 40,000 - -
Assigned fair value of agant compensation
warrants issued - 23,624 .
Issued as finders” fee for project 268,000 56,280 -
Stock-based compensation - - 125,263
Balance, October 31, 2005 1.554,868 3.591,312 125,263
Exercise of warrants 204,675 71,636 -
Issued pursuant to Option Agreement (Note 4) 100,000 45,000 -
Issued for cash under private placement,
net of cost 600,000 150,000 -
Stock-based compensation - - 18,031
Balance, Oclober 31, 2006 §,459,543 § 3,857,948 § 143,204

During the year, the Company received $71,636 for exercise of 204,675 warrants at $0.35
each,

On November 24, 2005 the Company completed a non-brokered private placement of
800,000 uniis a1 a price of $0.25 per unit. Each unit consists of one share and one half non-
transferable share purchase warranl with each full warrant being exarcisable at a price of
$0.35 to purchase one additional share for a period of one year, The Company applied the
residual approach which allocates the nat proceeds 1o the common shares up to their fair
value and the balance 1o the attached warrants. All of the proceeds from the above private
placement have been allocated to the common shares.

Cn February 14, 2006 the Company issued 100,000 common shares to Nevada Geothermal
Power Corporation at a fair value of $45,000 (Note 4).




SIERRA GEOTHERMAL POWER CORP.
{formerly Inovision Sefutions Inc.)

Notes to Financial Statements
Years ended October 31, 2006 and 2005

7.

Share Capital (continued)

(c)

(d)

Shares issued totaling 93,750 are held in escrow, the release of which is subject
to the direction of the regulatory authorities having jurisdiction.

Stock Oplions

The following is a surnmary of option transactians during years ended October 31,
2006 and 2005:

Weighted

Average

Number of Exercise

Options Price

Balance, October 31, 2004 140,000 3 0.36
Options cancelled {140,000} 0.36
Options granted 545,000 0.25
Balance, October 31, 2005 645,000 .25
Options cancelled {100,000) 0.35
Options granted 195,000 0.37
Balance, October 31, 2006 740,000 $ .31

On January 27, 2006, tha Company granted incentive stock aptions for 170,000
shares at a price of $0.40 per share exercisable up to January 27, 2008. The
optioned amount was amended in March 2006 to 95,000 shares.

On June 2, 2008, the Company did not renew tha services of Maria Da Silva of
MarketSmart Communications Inc., an investor relations/public relations firm.
Incentive stock options to purchase 100,000 shares of the Company at a price of
$0.35 have been cancelled.

The Company recorded stock based compensation expense of $18,301 (2005;
$125,263) for year ended October 31, 2008. The weighted average fair value of the
options granted was estimated at 30.19 using the Black-Scholes Option Pricing
Model with the following weighted average assumptions: dividend yield of 0%,
axpected valatility of 86.2% risk-free inferest rates of 3.12 and expected fives of two
years,

Option-priging modets require the use of highly subjective estmates and
assumptions including the expected stock price volalility. Changes in the underlying
assumplions can materially affect the fair value estimates and therefore, in
management's opinion, existing modals do not nacessarily provide reliable measure
of the fair value of the Company’s stock options.




SIERRA GEOTHERMAL POWER CORP.
(formerly Inovision Solutions Inc.}

Notes to Financial Staterments
Years ended October 31, 2006 and 2005

7. Share Capital (continued)
(d} Stock Options (continued)

Stock options outstanding and exercisable as at October 31, 2006:

Number of Exercise price
options per option Expiry date
645,000 $ 0.25 August 12, 2010
85,000 $ 0.40 January 27, 2008

Each gption entitles the holder to acquire ong common share of the Company.
{8)  Warranis

The following is a summary of warrants transactions during the years ended
October 31, 2006 and 2005:

Number of Exercise
Warrants Price

Balance, October 31, 2004 1,050,000 3 0.25
Warrants exercised (270,000) 0.25
Warrants expired {780,000} 0.25
Warrants issued 1,622,100 0.35
Balance, Ogtober 31, 2005 1,622,100 0.35
Warrants issued 300,000 0.35
Warrants exercised (204,675) 0.35
Warranis expired (1,437,425) 0.35
Balance, October 31, 2006 280,000 $ 0.35

Warranis outstanding and exercisable as at October 31, 2006:

Number of

outstanding Exercise
price Expiry date

280,000 non-transferable $ 035 November 30, 2006

Each warrant entitles the holder 10 acquire one common share of the Company.

Subsequent to the year-end 230,000 warrants were exercised as disclosed in
Note 12(a). The balance expired unexercised.




SIERRA GEOTHERMAL POWER CORP.

(formerly Inovision Solutions Inc.)

Notes 1o Financial Statements
Years ended October 31, 2006 and 2005

8. Related Party Transactions
The Company incurred the expenses to directors of the Company:

2006 2005

Administration fees $ 42,000 $ -

Accounting services 12,800 -
Consutting fees - 500
Management fees 54,000 30,000
Office expense - 1,000
Travel and promotion 1,500 6,500
$ 110,400 $ 38,000

9. tncome Taxes

A reconciliation of the statutory tax rate to the effective rate for the Company is as
follows:

The reconciliation of income taxes computed as the Canadian statutory tax rate to the
Company's effective income tax rate for the years ended October 31, 2006 and 2005
ara as follows:

2006 2005
Statutory income tax rate {34%) {34%)
Tax losses not benefited 34% 3%

Effactive tax rate - -

As at Qctober 31, 2006, the Company has non-capital losses of approximatety
$1,412,000, capital losses and cumulative foreign resourca expenses of approximately
$661,000 and undepreciated capital costs of approximately $65,000 carried forward for
tax purposes, which are avallable to reduce taxable income of future years. The non-
capital losses expire cormmencing in 2006 to 2016. The capital losses and undepreciated
capital costs can be carried forward indefinitely.

Future income tax benefits which may arise as a result of these losses have not been
recognized in these financial statements as it is more likely than not that the benefits
will not be realized.




SIERRA GEOTHERMAL POWER CORP.
(formerly inovision Solutions Inc.)

Notes to Financial Statements
Years ended October 31, 2008 and 2005

10.

1.

12

Financial Instruments

Fair value estimates of financial instruments are made at a specific point in time, base
on rejevant information about financial markets and specific finangial instruments. As
these estimates are subjective in nature, involving uncertainties and matters of
significant judgment, they cenno! be determined with precision. Changes in assumptions
can significantly affect estimated fair values,

The carrying valve of cash and cash equivalents, accounts payable and accrued
liabilities and promissery notes approximate their fair value due to the short-term nature
of thesa instruments. The Company is not subject to significant interest, currency and
credit risks arising from these instruments.

it is not practical to determine the fair value of amounts due to a director with sufficient
reliability due 1o the nature of the financial instruments, the absence of secondary
markets and the significant cost of obtaining outside appraisals.

Non-cash Transaction

The Company entersd into the following nan-cash transaction during the year ended
October 31, 2006:

Issued 100,000 common shares at a value of $0.45 per share pursuant to the terms and
conditions of an option agreement {Note 4). The fair value of the shares was determined
using the trading price at issuance date.

Subsequent Events
{a) Subsequent to October 31, 2006, 230,000 of the $0.35 warrants were exercised.

{b) Subsequent to October 31, 2006, 12,500 shares were issued pursuant to the
exercise of stock options at a price of $0.40 per share. The amount of $5,000 was
recaived prior to the year-end.

(c)  The Company has a rolling stock option plan which allows the Board of Directors to
grant options to directors, officers. employees and consultants, Under the terms of
the option plan, options may be granted to a maximum of 10% of the issued common
shares subject to Exchange acceptance. On December 1, 2006 the Company
granted stock options to purchase up to 2,625,000 commaon shares of the Company
to directors, officars and consultants. Each option is exercisable to acquire one
common eharas at a prica of $0.40 per share for a period of fiva years.




SIERRA GEOTHERMAL POWER CORP.
{formerty Inovision Solutions Inc.}

Notes to Financial Statements
Yaars ended Cctober 31, 2006 and 2005

12. Subsaquent Events {continued)

(d)

(e)

n

On November 21, 2006, the Company acquired a 50.76% of the issued and
outstanding shares of Cayley Geothernal Corp. (*Cayley"), an Alberta corporation.
Under the terms of the acguisition, the Comnpany has issued 8,779,453 common
shares to the shareholders of Cayley. As par of the acquisition, the Company has
received the right to purchase, upon the fulfilment of certain conditions, the balance
of the shares of Cayley in exchange for 9,220,548 sharas of the Company due to be
issued in three instalments of 3,000,000; 3,000,000 and 3,220,548 with tha first
instalment to be issued annually commencing November 21, 2007. The shares
issued to the selling shareholders of Cayley were also issued subject to a hold period
expiring March 22, 2007.

On November 22, 2006, the Company completed a 16,893,542 unit non-brokered
private placemnent at a price of $0.30 per unit to provide net proceeds of §$5,0603,063.
Units placed in the placement were issued subject to a hold period expiring March
22, 2007. Each unit consists of one share and one share purchase warrant
exercisable an a one for one basis at a price of $0.40 for each additional share
purchased in the first year and at a price of $0.50 for gach share purchased in the
second year from the date of the placement.

Subsequent to the year, $180,000 was repaid fo Caylay Geothermal Comp. pertaining
to the promissory notes as disclosed in Note 6.

Subsaquent to tha year the Company issued 100,000 common shares and paid cash
of $575.000 towards the second portion of the work program in addition to 2 cash
payment of $10,000 pursuant to the option agreement with Nevada Geothermal
Power Inc. and Noramex Corporation {see Note 4).
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SIERRA GEOTHERMAL POWER CORP.
{formerly Inovision Solutions Inc.)

Management Discussion and Analysis
For Year Ending October 31, 2006
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Introduction

This Management Discussion and Analysis (MD&A) provides a summary of the business of
Sierra Geothermal Power Corp. (“the Company®) and a comparison of its financial results for the
year ending October 31, 2006 to the same period in the previous year. The Company's financial
statements are prepared in accordance with Canadian generally accapted accounting principals
{GAAP). The Company's reporting currency is the Canadian dollar and all dollar amounts in this
MD&A are in Canadian dollars. This MD&A is dated as of February 28, 2007.

Corporate Nameo Change

On May 16, 2006, the Company officially changed its name from “Inovision Solutions Inc.” 1o
*Siera Geothermal Power Corp.” angd commenced trading under its new symbol *SRA". The
corporate wabsita address also changed to www SierraGeoPower.com

This filing contains certain forward-looking statements and information relating to the Issuer that
is based on the beliefs of its management based on inforrmation currently avaitable to the Issuer.
Such statements reflect the current views of the Issuer with raspect to future events and are
subject to certain risks, uncertainties and assumptions. Many factors could cause the actual
results, performance or achievements of the issuer to be materially different from any future
results, performance or achievements that may be expressed or implied by such forward-
looking statements. Shouild certain risks or uncertainties materialize or should underlying
assumptions prove incorrect, actual results may vary materially from those described herein as
anticipated, believed, estimated or expected, and the Issuer does not intend, and does not
assume any obligation, to update these forwand-looking staternents.

Risk Factors/Trends

The Company’s area of business is the identification, acquisition, evaluation, exploration and
development of geothermal properties. An investment in natural resource compantes involves a
significant degree of risk, The degree of risk increases substantially where the Company's
properiies are in tha exploration as opposed lo the development stege. Investment in the
securites of the Company should be considered as highly speculative due to the nature of the
Company’s business. The following are some of the risk factors that should be given
consideration,

Exploration and Development Risks

Geothermal exploration involves many risks, which even a combination of experierce,
knowledge and careful evaluation may not be able to overcoma. Operations, in which the
Company has a direct or indiract interest, will be subject to all the hazards and risks assoclated
with exploration, development and production.




Insurance

The Company's involvement in the exploration for geathermal resources may resuit in the
Company becoming subject to liability for pollution, property damage, personal injury or other
hazards and any insurance the Company may have may not be sufficient to cover the full extent
of such liabilities.

Prices, Markets and Marketing of Geothermal/Renewable Energy

Prices for geothermal renewable energy are affected by numerous factors beyond the
Company's control including intarnational economic and political trends, expectations of
inflation, currency exchange fluctuations, interest rates, global or regional consumptive pattarns,
spaculative activities and increased production dug to new developments and improved
production methods. The effect of these factors on the price of energy and therefore the
economic viability of any of the Company's exploration projects cannot accurately be predicted.

The marketability of the Company's assets acquired or discovered may be affected by
numerous factors which are beyond the control of the Company and which cannot be accurately
predicted.

Substantial Capital Requirements; Liquidity

The Company anticipates that it may make substantial capital expenditures for the acquisition,
exploration, development and production of its geothermal properties in the future. The
Company currently has no revenue and may have limited ability {0 expend the capital necessary
{0 undertake or complete future exploration or development programs. There c¢an be ne
assurance that debt or equity financing, or cash generated by operalions will be available or
sufficient to meet these requiraments or for other corporate purposes of, if debt equity financing
is availabla, that it will be on tarms acceptable to the Company. Moreover, future activilies may
require the Company to alter its capitalization significantly. The inability of the Company to
access sufficiert capital for its operations could have a material adverse effect on the
Company's financial condition, results of operations or prospects.

Environmental Risks

All phases of the geothermal exploration and development businesses present environmental
risks and hazards and are subject o environmental regulations, Compliance with such
legislatior/regulations can require significant expenditures and a breach could result in the
imposition of fines and penalties, soma of which may be material. Environmental legistation is
evolving in a manner, which may lead to stricter standards and enforcement, larger fines and
liability and potentially increased capital expenditures and operating costs. No assurance can
be given that the application of enviranmental laws to the business and cperalions of the
Company will not result in a curtailment of production or a material increase in the costs of
production, development or exploration activities or otherwise advarsely affect the Company's
financial condition, results of operations or prospects.

Issuance of Debt

From time to time the Company may enter into transactions financed partially or wholly with
debt, which may increase the Company's debt levels above industry standards. The lavel of the
Company's indebladness from time to time coud impair the Company's ability to obtain
additional financing in the future on a timely basis to take advantage of business opportunities
that may arise. The Company's ability to service its debt obligations will depend on the
Company's future operations, which are subject to industry conditions and other factors that
may be beyond the control of the Company.




Exchange Rate Fluctuations

Fluctuations in currency exchange rates, principally the Canadian/Ul.5. doflar exchange rate,
can significantly impact cash flows. The exchange rate has varied over time. Fluctuations in
exchange rates may give rise to foreign currency exposure, either favourable or unfavourable,

which may impact financial results.

Salected Annual Information for the Years ended October 31, 2006

Interest income
Expenses

Loss for the year
Loss per share

Total assets

Summary of Quarterly Reports

Year Ended Year Ended Year Ended
Oct 31, 2006 Oct 31,2005 Oct 31, 2004

] 2488 § 1472 5 -
411,979 312,536 122,086

§ 400401 $_311364 $__122.000
§(0.00) $ {0.06) $(0.03)
$.724030 $__581201 §__42.927

The following is a financial summary of the Company's past 8 quarterly periods:

3 months
anded

Oct 31, 2006

Interest and
other income 5 2002

Expenses 118,072

Net loss $(116,070)

Basic and diluted

loss per share {0.01}
3 months

endad
Jul 31, 2005

Interest and

other income % 905

Expenses 63,100

Net loss $ (82.195)

Basic and diluted

loss per share (0.01)

3 months 3 months 3 months 3 months
ended ended ended ended
Jul 31,2008  Apr 30,2008  Jan 31,2008 Oct 31, 2005

$ 30 0§ 31 $ 425 $ 754

85,810 110,890 97,207 186,981
§(85780) % (110.859) $(86,782)  $(186.220)
(0.01) {0.01} (0.02) {0.04)
3 months 3 months
ended ended

Apr 30, 2005  Jan 31, 2005

s @87 $ -
43718 18.739
Sa4.208)  $(18730)
(0.01) {0.00)




Rosults of Operations

During the year andad October 31, 2006, the Company incurred a loss of $409,491 or $0.05 per
share, compared with a loss of $311,384 or $0.06 per share for the comparable period of 2005.

Revenuefinterest from cash and cash equivalents amounted to $2,488 (2005 - $1,172} for the
year ended QOctober 31, 2006,

Expenses for the year ended October 31, 2006, increased from $312,536 in 2005 to $411,979.
Of this amount, $18,031 (2005 - $125,263) was attributed to stock based compensation,

The loss in 2006 included expenditures of $146,155 (2005 - $85,191} for listing and transfer
agent fees, administration and professional fees. In addition, expenses for 2006 included travel
and promotion of $40,121 {2005 - $16,758), consulting fees of $65,393 (2005 - $13,735),
investor relations of $31,048 (2005 - $6,000), management fees of $54,000 (2005 - $30,000),
office rent and miscellaneous of $48,965 (2005 - $34,474) and project investigation costs of
$5,749 (2005 - nil}.

Management expects operating costs to increase in the first quarter of 2007 as compared to
2006 as a result of the Company's acquisition of Cayley Geothermal Corp. (see subsequent
events}

Financings, Principal Purposes and Milastones

On November 24, 2005 the Company completed a non-brokered private placement of 600,000
units at a price of $0.25 per unit. Each unit consisted of one share and one half non transferable
share purchase warrant with each full warrant being exercisable at a price of $0.35 to purchase
one additional treasury share for a period of ane year.

In February of 2008, the Company received $57.636 for the exercise of 164,675 warrants at
$0.35 each. In June 2006, the Company received $7,000 for the exercise of 20,000 warrants at
$0.35 each, which concluded the one year hold period of the issuance of "G” and "H™ warrants
pursuant to the terms of a 2,703,500 unit short form offering completed in July, 2005, In
addition, in September 2006, the Company received 37,000 for the exercise of 20,000 warrants
at $0.35 each.

The proceeds of the financings were used for exploration costs, operations and investor
awareness.

On August 24, and October 12, 2006, Cayley Geothermal Corp, advanced $100,000 and
$80,000 respectively, to the Company by way of Promissory Notes. Under the terms of the
loans, the principal amounts shall become due upon receipt of a private placement financing.
The principal amounts shall become payable on demand after, but not before 12 menths and 6
months, respectively, from the date of issuance if the said financing does not close.

Subsequent to October 31, 2008, the Company repaid $180,000 to Cayley Geothermal Corp.
from subsequent financing, complating the terms of repayment.

Liguidity

As of October 31, 2006, the Company had a working capilal deficiency of $ 173,429 and cash of
$50,925 as compared to working capital of $243,704 and cash of $118,314 at October 31, 2005.
The decrease in working capital is due in part to the Company's costs toward the Pumpernickst
work program.




The Company was awara of its financial position and in order to continue significant exploration
work, additional funds would be necassary $o subsequent to the year-end, the Company raised
additional funds by way of a private placement (see subsequent events).

Exploration

Pumpemickel Geothermal Agrgement

As previousty reported, on QOctober 12", 2004 the Company entered into an Option Agreement
with Navada Geothermal Power Inc. and NGPC (formerly Noramex Corporation) (collectively
*NGP"} whereby the Company was granted the exclusive right and option (the “Option”) o
acquire a 50% interest in the Pumpernickel Geothermal Property (“the Property™). The Proparty
now consists of 10,5 geothermal leases in Humboldt County, Nevada, USA covering a totzl of
8,622 acres of land. The original agreement was accepted for filing by the TSX Venture
Exchange (*Exchange’) ort June 14, 2005 and effective as of that date, the Company
commenced exploration and development of power generation from geothermal sources.

On February 14, 2006, the Company signed an amendment agreement to revise the schedule.

In order to acquire a 50% Interest in the Pumpermickel property, the Company is required to:
Pay to NGP $120,000 as follows:

(a)  $10,000 payable upon Exchange approval (paid)
{t)  $10,000 payable on first anniversary date (paid)
{c)  $10,000 payable on Decamber 14, 2008 (paid)
{d}  $20,000 payable on December 14, 2007

{e}  $20,000 payable on December 14, 2008

{f $50,000 payable on December 14, 2009

Incur total exptoration expenses of $5,000,000, as follows:

(a)  $400,000 on or before the firsl anniversary date of Exchange approval (paid}
(b}  $600,000 on or before Decamber 14, 2006 (paid)

{c)  $1,000,000 on or before December 14, 2007

(d)  $1,000,000 on or before Decernber 14, 2008

(e)  $2,000,000 on or before December 14, 2009

{ssue a total of 600,000 common shares, as follows:

{a) 100,000 common shares on Exchange approval (issued)

(b) 100,000 common shares on or before the first annivarsary date (issued)
{c) 100,000 common shares on or before December 14, 2006 (issusd)

{d) 100,000 common shares on or before December 14, 2007

{e) 100,000 common shares on or bafore December 14, 2008

n 100,000 common shares on or before December 14, 2009

During the year, the Company paid cash of $70.574 to NGP, of which $10,000 was expensed or
capitalized under mineral interest and $60,574 was included as a prepayment of which $35,574
was used to satisfy the Company's obligations in the amount of $400,000 to fund and complete
the first portion of the work program. During the year, the Company a!so issued 100,000 shares
to NGP at a fair value of $45,000, The remaining $25,000 is accounted for as a prepayment
towards the commitment of $600,000 on or before the second year date of December 14, 2006.




Subsequent to October 31, 2006, the Company has paid to NGP $575,000 towards the second
portion of the work program in addition to a cash payment of $10,000 and the issue of 100,000
common shares to cover tha second year requirements.

Pumpemickel ject

MNevada Geothermal Power Inc. ("NGP"), is the Operator of the Pumpernickel Geothermal
Project. The property is located in Humboldt County, Nevada. Previous work on Pumpernickel
Project has produced reservoir temperature estimates from 150 °C (302 °F) to 218 °C (424° F),
NGP has completed the first phase of the exploration program on the Pumpernickel Project.
The program consisted of a 3D "E-SCAN" resistivity survey, which mapped the desp geothermal
source fluids. Following the E-SCAN Survay four thermal gradient wells were drilled. Two wells
ware drilled to about 305 m (1,000 feet), one well to about 360 m (1,180 fest), and well PVTG-3,
was drilled 1o about 488 m (1,600 feet) and lined with {4-1/2-inch) steel casing. Temperatures in
the wells continue to be measured with well bore PVTG-3 providing temperatures up to 81 °C
(178 °F). Orill cuttings were sent to the Nevada Bureau of Mines and the water samples were
sent to Thermochem Labs for analysis.

In January 2048, phase |l of the program consisted of a gravily survey which was carried out by
Quantech Geosciences of Reno, Nevada. The gravity survey is effactive in mapping the
topography of subsurface bedrock, outlining faults and evaluating the thickness of tha
averburden.

A comprehensive report dated June 2006 and authored by Z. Adam Szybinski, Ph.D. of
Fairbank Engineering Lid. was recently completed with promising conclusions. The
Pumpernickel Valley project area represants a geothermal site with a relatively high temperature
reservoir suitable for electric power production. Recent drilling confirms the results of earlier
studies, which indicated that widespread geothermal fluids are being channaled to the surface
through range-front faults,

NGP has acquired lease N74855 covering 933.50 acres from Qrmat Technclogies Inc.
Separately, NGP has been granted lease N78124 totalling 1920 acres from the BLM, which was
effective Junet, 2006. The new leases combined wilh the existing ones in the Pumpemicke!
Project, form a contiguous land packege, significantly enhancing overall control of the
geothermal development area. The total land position of the Pumpemickel Project
encompasses 6,522 acres or 10.5 square miles.

Proposed future work at Pumpemicke! includes a racon-seismic survey, additional temperature
gradient wells and a production assessment well. Following positive resulls from the initial
production assessment well a power purchase agreament will be sought from a utility company.
Further work shall include additional drilling and engineering with the objective of oblaining a
positive feasibility report.

Hazen Geothermal Projact

On May B, 2006, the Company entered into an oplion agreement with Southwest Geothermal
In¢, (SGl), a Navada company, to secure an exclusive right and option to acquire a 95% interest
in the Hazen Geothermal Project consisting of 32,417 acres of leased land iocated in Churchill
County, State of Nevada for consideration of $5,000 USD. This allowed the Company to
conduct due diligence on the property for a period of sixty days after which time the Company
may or may not elect to proceed. The Company elected not to proceed with this project at this
tima. Acquisition costs of $5,748 CAD have been charged fo operations.




Capital Resources

The Company's significant cash commitments for capital expenditures were for the

Pumpernickel Geathenmal Property requiring the following expenditures:
Pay to NGP $120,000 as follows:

{g)  $10,000 payable upon Exchange approval (paid)
{h)  $10,000 payable on first anniversary date (paid)
(i)  $10,000 payable on December 14, 2008 (paid)
i}  $20,000 payable on December 14, 2007

{k}  $20,000 payable on December 14, 2008

(I}  $50,000 payable on December 14, 2009

Incur total exploration expenses of $5,000,000, as follows:

{h $400,000 on or before the first anniversary date of Exchange approval {paid}

(g)  $600,000 on or before Decembaer 14, 2006 {paid)
(n)  $1,000,000 on or before December 14, 2007
{i) $1,000,000 on or before Dacember 14, 2008
[1}] $2,000,000 on or before December 14, 2009

Issue a total of 600,000 common shares, as follows:

(g) 100,000 common shares on Exchange approval (issued)

(h) 100,000 common shares on or before the first anniversary date (Issued)

(i) 100,000 common shares on or before December 14, 2006 (issued)
(i} 100,000 cormmon shares on or before December 14, 2007
{k} 100,000 common shares on or before December 14, 2008
[} 100,000 common shares on or before December 14, 2009

As of October 31, 2006 all expenditures related to the development of the Pumpemicke!

geothermal project were capitalized.

The capitalized cost as at October 31, 2008, totals § 603,285 and is comprised as follows:

2008

Acquisition cost $ 146,280
Geophysics 181,336
Geology 26,442
Leass 36,190
Survey 26,948
Permit costs 1,467
Consulting 92848
Other 91,774
$603.285

Subsaquont Events

2008

$91,280
99,854
23,942
7,959
26,947
732

549
£0.041

$ 211604

{a) Subsequent to October 31, 2006, 230,000 of the $0.35 wamants were exercised.
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{b) Subsequent to October 31, 2006, 12,500 shares were issued pursuant to the exercise of
stock options at a price of $0.40 per share. The amount of $5,000 was received prior to
the year-end.

{c) The Company has a rolling stock option plan, which allows the Board of Directors to
grant options o directors, officers, employees and consultants. Under the terms of the
option plan, options may be granted to a maximum of 10% of the issued common shares
subject to Exchange acceptance. On December 1, 2006, the Company granted stock
options to purchase up to 2,625,000 common shares of the Company lo directors,
officers and consultants. Each option is exercisable o acquire one common shares at a
price of $0.40 per share for a period of five years.

)] On November 21, 2006, the Company acquired 50.76% of the issued and outstanding
shares of Cayley Geothermal Corp. ("Cayley”), an Alberta corporation. Under the terms
of the acquisition, the Company has issued 8,779,453 common shares to the
sharehoclders of Cayley. As pant of the acquisition, the Company has received tne right
to purchase, upon the fulfiliment of certain conditions, the balance of the shares of
Cayley in exchange for 9,220,548 shares of the Company due to be issued in three
instaltments of 3,000,000; 3,000,000 and 3,220,548 with the first installment {0 be issued
annually commencing MNovember 21, 2007. The shares issued to the selling
shareholders of Cayley were also issued subject to a hold period expiring March 22,
2007.

The Sierra/Cayley Agreement:

Each annual allotment of Sierra Shares on an instaliment basis will be subject 1o (a) Sierra and Cayley
completing recommended work programs on at least two of Cayley’s geothermal properties in a
minimum aggregate amount of $1,500,000 per year under the terms of a Joint Developmeant
Agreement, (b} Sierra receiving positive recommendations from an independent geothermal consultant
for the continued development of at least two of the Cayley geothermal properties, and (c) Sierra
completing further financings to fund additional work programs on tha Cayley geothermal properties,

As long as the agreemant with the Majority Shareholders rernains in good standing, and until all of the
installments of the Sierra Shares have been paid and delivered to the Majority Shareholders, Siera will
hava the right 1o appoint two directors to the Board of Directors of Cayley and Gary Thompson, P.Geo
and Joel Ronne, P.Eng will be appointed to the Board of Directors of Sierra.

Gary R. Thompson cbtained a B.Sc. honors degree in Geology from The University of British Columbia
and is an active mernber of The Association of Professional Engineers and Geoscientists of British
Columbia and The Association of Profassional Engineers, Geologists and Geophysicists of Alberta. Mr.
Thompson has worked as a Contract Geologist with Encana Corporation and NovaGold Resources. Mr.
Thempson has conducted geothermal property evaluations and economic assessments and has
compiled an éxtansive geothermal database of USA and Canada since 2000. Mr. Thompson's
exploration experience dates back to 1985.

Joel Ronne is a graduate of the University of Victoria, Department of Mechanical Engineering and a
Professional Engineer in the Province of British Columbia. Mr. Ronne's has over ten years experience
in the energy industry including duties with the international Atomic Energy Agency, Ballard Power
Systemns, Canmet Coal and BC Hydro. Mos! recently Mr. Ronne has provided technical and finangial
modeling for Sound Energy's Box Canyon run-of-ihe-river hydro project. Mr. Ronne has been involved
with Cayley since 2002. Mr. Ronne provides project management. technical and financial modeling and
strategic planning for Cayley Geothermal Corp.

Since formation, and currently up to February 28, 2007, Cayley has been successful in assembling a
portfolic of 14 geothermal prospects briefty summarized as follows:




Name of Prospect Location No. Acres | No. Acres Nature of Interest
{lssued) {Pending)*
Gerlach Washoe, NV 1,662 [} Optioned-WGP
Reese River Lander, NV 6,145 ] Leaseholder
Sitver Peak Esmeralda, NV 7,493 0 Optioned- WGP
Alum Esmeralda, NV 7,238 Q Optioned-GEQ-ENERGY
Salt Wells Churchill, NV 8975 0 Optioned- WGP
North Salt Wells Churchall, NV 10,863 0 Optioned-WGP
Soda Lake Churchill, NV 944 0 Dptioned-WGP
Spencer Hot Springs Lander, NV 4,841 0 Optioned-WGP
Sulphur Humboldt, NV 0 3,664 Optioned-WGP
Wells Elko, NV 4,016 0 Optioned-WGP
Howard Humboldt, NV 2,234 0 Optioned-WGP
Wilson Hot Springs Lyon, NV 0 5,686 Optioned-WGP
Hawtheme Mineral, NV 2968 0 Optioned-WGP
Salton Sea Imperial, CA 0 3,442 Optioned-WGP
57379 12,792

*Pending Acreage relates to applications ta leasc which have been made with the Burcau of Land
Management in the relevant States but which remain to be formally issued.

Optioned properties referenced with WGP wera acquired by Cayley under two separate agreements
dated March 1, and March 24, 2006 entered into with Western Geothermal Partners LLC of Rano,
Nevada,

The first option agreement related to the Reese River Prospact requires cash payments of US$250,000
(of which US$100,000 has been paid by Cayley) and expenditures of LIS$6,500,000 over three years (o
acquire a 100% interest. Under the terms of the agreement Cayley shall make use of a Depantment of
Energy GRED 1) grant in the amount of LIS$582 668, which is applicable toward the 4000 Rt s'im-hole
and reservoir confirmation well on the Reese River Property.

The second option agreement relates to a total of 56,975 acres of geothermal leased lands, which can
be acquired by the exclusive option payment of LJS$150,000, a US$50,000 exploration program
rapayment fee and a cash paymants totaling US$1,851,888 with payments due every six months until
March 1, 2009. By virtue of the tarms of the agreement Cayley will have purchased a minimum
cumulative 7,500 acres by December 31, 2006, 20,000 acres by March 1, 2007, 30,000 acres by
September 01, 2007, 40,000 acres by March 01, 2008, 50,000 acres by September 01, 2008 and
56,975 by March 01, 2009. The properties acquired from Westem Geothermal Partners LLC are
subject to a 1% royalty, with a buy-out option to purchase the royalty.

Cayley acquired optioned properties, referenced above with GEQ-ENERGY under an agreamant dated
July 14, 2006 from Geo-Enargy Partners 1983 L1d, a Colorado limited partnership. In order to exercise
the option, Cayley must make cash payments to Geo-Energy Pariners 1983 Lid. totaling $3060,000 in
equal instaliments of $100,000 each payable on December 31, 2008, June 1, 2007 and December 31,
2007. The properties are subject to a 4% royalty payable to Geo-Energy Partners, of which Cayley has
a buy-out option to purchase the royalty.

The two most advanced projacts of Cayley are the Reese River Project and the Silver Peak Project,
which will be prioritized for exploration.

The Rease River gecthenmal project is located in Lander County in central Nevada and consists of a
6,145-acre lease with good road accass. The Reese River Property is a blind heat anomaty, which was
discovered in the 1970°s by Amex in search of Uranium. More than 50 temperature gradient holes
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were drilled in the area during the 1970's and 1980's. Temperature data from the gradient drilling
returned four holas between 21°F/100f to 32*F/100f, nineteen holes were between 15°F/100ft to
20°F/1001 and ten holas were betwean 10°F/100f to 14*F/100ft over a 5 mile x 2 mile area. A non Ni-
43-101 compliant summary’ using Monty Carlo simulation astimates the geothermal energy reserves of
the Reese River prospact to have a most-likely generation capacity of 18 MW and a mean generating
capacity of 30 MW. Permitting and drill equipment procurement is near completion. Negotiations with
drili contractors afre ongoing and a driil date will be set when the negotiations have been completed,
Upon positiva results from the 4000 ft slim-hole, and additional temperature gradient holes, production
drifling would commence in 2007.

The second prioritized project is the Silver Peak geothermal prospect located in Esmeralda County,
Nevada about 140 miles Southeast of Reno. The Silver Peak prospect consists of 7,680-acres of
leases with good road access and has the potential for direct heat sales to a focal lithium operator.
Power lines and the Siiver Peak sub-station are located directly on the lease grounds. The leases
cover an exposed two-mile strike of fossil geothermal vents, silica-travertine sinter and algae. Phillips
drilled a temperature gradiant hole (SPK-03) in 1974, which had a bottom hole temperature of 123°F at

130 ft. Geothermometry invastigations suggest a minimum reservoir temperature of 260°F with good
avidence suggesting a reservoir temparatura in the range of 300°F o 340°F, which is suitable for a
pinary power plant. Shallow drilling for temparature gradients in 2005 returned overall gradients of
13.72*F/100# from well (CMF/WGP #2) and 11.9 "F/100R for the NHS well. A tlemperatura gradient
drilling program is planned for late 2006. Diill locations for exploration and preduction wells are also
being permitted with drilling planned to commence in 2007.

{e) In order to finance working capital and the ongoing exploration commitments on the
Pumpemickel and Cayley properties, Sierra has completed a 16,893,542 unit non-brokered
private placement at a price of $0.30 per unit to provide net proceeds of $5,068,063. Unils
placed in the placement wers issued subject 1o 2 hold period expiring March 22, 2007. Each
unit consists of one share and one share purchase warrant exercisable on a one for one basis
at a price of $0.40 for each additional share purchased in the first year and at a price of $0.50
for each share purchased in the second year from the date of the placement.

{f Subsequent to the year, $180,000 was repaid to Cayley Geothermal Corp. pertaining to the
promissory notes as disclosed in Financings, Principal Purposes and Milestones.

(g Subsequent to the year end, the Company issued 100,000 common shares, and paid cash of
$575,000 towards the Work Program and $10,000 as cash payment pursuant to the option
agreement with Nevada Geothermal Power Inc. and Noramex Corporation.

0Off Balance Sheets Arrangements

The Company does not have any off balance sheet arrangaments, which may effact the
Company’s cument or future operations or conditions.

Related Party Transactions

Included in expenditures for the year ended October 31, 2006, are transactions with related
pariigs as follows: Management Fees of $54,000 (2005 - $30,000), Administration Fees of

$42,000 (2005 — nil), Accounting Servicas of $12,900 (2005 — nil), and Travel and Prometion of
$1,500 (2005 - $6,500).

! Source: PIER Report, New Geothermal Site [dentification and Qualification, prepared by GeothermEx, 2004
I




The related parties are either directors or former directors of the Company. The related party
transactions were entered into for the operation of the Company. Al amounts paid are based
on time devoted to the Company.

Qutstanding Share Data

As at October 31, 2006:

{a)  Authorized and Issued Share Capital

Class Par Value Authorized Issued Number
Common no par Value Unlimited 8,459,543

{3} Summary of Options Quistanding

Security Number Exgrciso Price Expiry Date
Options 645,000 $0.25 August 12, 2010
Options 85,000 $0.40 January 27, 2008

As noted in Subsequent Events, 12,500 shares were issued pursuant {o the exercise
of stock options at a price of $ 0.40 per share.

{c) Summary of Warrants Qutstanding

Security Numbet Exercise Price Expiry Date
Warrants 280,000 $035 November 30, 2006

As noted in Subsequent Events, 230,000 warrants were exercised subsequent (o
the year-end. The balance expired unexercised.

{d} Shares issued totaling 93,750 are held in escrow, the release of which is subject to
the direction of the regulatory authorities.

Disclosure Control and Procodures

Disclosure controts and procedures are defined under Muftilateral Instrument 52-109 — Certificition of
Disclosure Controls in Issuers’ Annual and interim Filings (*M1 52-1097) as “...controls and other
procedures of an issuer that are designed to provide reasonable assurance that information required to
be disclosed by the issuer in its annua) filings, interim filings or other reports filed or submitted by it
under provincial and territorial securities legisiation is recorded, processed, summarized and reported
within the time periods specified in the provincial and territorial securities legislation and include,
without limitation, controls and procedures designed to ensure that information required to be disclosed
by an issuer in its annual filings, interim filings or other reports filed or submitted under provincial and
territorial securities legistation is accumulated and communicated to the issuer's management,
inctuding its chief executive officar and chief financial officer {or persons who perform similar frctions
io a chief executive officer or a chief financial officer), as appropriate to allow timely decisions ragarding
required disclosure”. The Company has conducted a review and evaluation of its distlosure controls
and procedures, with the conclusion that it has an effective system of disclosure controls, and
procedures as defined under M1 52-109. [n reaching this conclusion, the Company racognizes that two
key factors must be and are present.




a) the Company is very dependant upon its advisors and consultants {principalty its tegal
counsel) to assist in racognizing, interpreting, understanding and complying with the
various securities regulations disclosure requirements: and

b) an active Board and managament with open lines of communication.

The Company has a small staff with varying degrees of knowledge concerning the various regulatory
disclosure requirements. The Company is not of a sufficient size to justify a separate department or
one or more staff member specialists in this area. Therefore the Company must rely upon its advisors
and consultants to assist it and as such they form part of the disclosure controls and procedures.

Proper disclosure necessitates that one not only be aware of the pertinent disclosure requiraments, but
one is also sufficiently involved in the affairs of the Company and/or receives the communication of
information to assess any necessary disclosure requirements. Accordingly, it is essential that there be
proper communication among those people who manage and govern the affairs of the Company, this
being the Board of Directors and senior managemen!. The Company believes this communication
exists.

While the Company believes it has adequate disciosure controls and procedures in place, lapses in the
disclosure controls and procedures could occur and/or mistakes could happen. Should such occur, the
Company would take whatever steps necessary lo minimize the consequences thereof.

Internal Controls and Procedures over Financial Reporting

The Company evaluated the design of its intemal controls and procedures aver financial reporting as
defined under Multilateral Instrument 52-109 for the period ended October 31, 2006. The Chief
Executive Officer and the Chief Financial Officer performed this evaluation with the assistance of other
Campany employess to the extent nacessary or apprapriate. Based on this evaluation, the Chief
Exacutive Officer and Chief Financial Officer concluded that the design of these internal controls and
procedures over financial reporting was effective.

Additional information refating to the Company may be obtained or viewed from the System for
Electronic Data Analysis and Retrieval (SEDAR) website at www.sedar.com and on the
Company's website at www.SierraGeoPower com.

“Dennis N. Wong"” “ Ompson "
Chief Financial Officer President & Chief Exacutive QOfficer
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