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C ORPORATE
PROFILE

Inca Pacific is a mineral exploration company focused on the development of the
Magistral copper and molybdenum deposit in Peru. Peru hosts some of the world’s
most profitable mines and remains one of the mining industry's first choices for
exploration and development of mineral deposits.

The Company’s directors and officers have extensive experience in all aspects of the
mining industry, from exploration and mine development to mine management and
fingnce. Head office is in Vancouver, British Cclumbia, Canada and exploration
headquarters are in Lima, Peru. Inca Pacific's common shares are listed on the TSX
Venture Exchange cnd the Lima Exchange (Bolsa de Valores de Lima) under the
symbol “IPR",

magistral copper

1550 - 625 Howe Street
Vancouver

BC

V&eC 216

Canada molybdenum

t: 604 687 3727
f: 604 687 7041

contact@incapacific.com

CAUTION REGARDING FORWARD LOOKING STATEMENTS:

Certain statements in this document constitute “forward-looking statements™ within the guidelines set forth in the Private Securities
Litigation Reform Act of 1995. By their nature, such forward-locking statements invelve known and unknown risks, uncerlainties and other
tactors which may cause the actual results, performance or achievements of the Company, or industry results, to be materially different

from any future results, peformance of achievernents expressed or implied by such forward-looking statements. Please reter to

mancgement's disgussion and analysis for a full disclosure of forward looking statgments

www.incapacific.com
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INCR:2cim ¢
LETTER TO SHAREHOLDERS RESOURCES INC

Dear Shareholders,

On December 27, 2007, we delivered the Magistral Final Feasibility Study to the Government of Peru. This was a major milestone
for our Company, demonsirating in great detail the economic viability of the Magistral Copper-Molybdenum project. The study was
prepared by Samuel Engineering, Mine Development Associates and Vector Peru under the careful supervision of MTB Project
Professionals.

The Final Feasibility Study contemplates the construction of a mine which will produce 75 million Ibs of copper per year, 6.3 miilion
lbs of malybdenum per year and 380,000 ozs of silver per year over a minimum mine life of 15 years. Capital costs are estimated
to be US $402 million, including US $50 million for contingencies. The Net Present Value {After Tax) at an 8% discount rate is
estimated to be US $152 million at long-term real copper and molybdenum prices of $1.50/b and $12.00/b respectively. The
Internal Rate of Return and payback period are estimated to be 15.2% and 3.3 years respectively.

With this Feasibility Study in hand, we are now entering the permitting and finance stage of the project. On the permitting side, we
are in the final stages of preparing the Environmental Impact Assessment for submission to the Government of Peru. In parallel,
we are in negotiations with the local communities with respect to purchasing sufficient surface rights to allow the construction of
the mine. Conchucos, the principal community involved, has voted to grant the Company a surface right to ailow development of
the project.

Project finance will be the other focus of our efforts going forward in 2008. The Company is working with Cutfield Freeman & Co.
(“Cutfield Freeman") to develop a strategy for financing the development of Magistral. Cutfield Freeman is a London-based
independent advisory firm that specializes in the mining sector and has an extensive track record in securing financing for mine
devetopment. Currently, Cutfield Freeman is focused on the strategic options for financing the development of the project. Options
include securing investment or partnership with strategic investors, as well as debt and equity finance from a variety of private and
public sources. As of Novemnber 30, 2007, 14 companies had signed Confidentiality Agreements and 8 had made site visits.

In December 2007, Pincock, Allen & Holt (“PAH") was appointed as Independent Engineer to review the Final Feasibility Study and
provide a report which will be available to assist lenders and other interested parties in their evaluation of the project. Receipt of
PAH's repori is expected by March 2008. In parallel, one or mare major banks will be providing "comfort letters™ which the
Company is required to file with the Government of Peru (“GOP”) by February 28, 2008. On February 25, 2008 the GOP
acknowledged receipt of a comfort letter from each of BNP Paribas and Barclays Bank stating that they have reviewed the Final
Feasibility Study for the Magistral project (“FFS") that was delivered on December 27, 2007 and that, based solely on a desk top
review and without independent verification of the FFS's assumptions, they confirm that it is in a form and content that meets the
requirements that would allow BNP Paribas and Barclays Bank to provide all or part of the finance for the Magistral Project, after
conducting a satisfactory due diligence investigation and subject to market and certain other conditions.

Another major corporate development during the year was the change of major shareholder. At the beginning of 2007, RAB
Capital, a UK based fund, was our largest shareholder owning 49% of the shares. Today our largest shareholder is Sprott
Molybdenum Participation Corp, (“Sprott Moly”), a Canadian investment holding company created to invest in molybdenum assets.
The primary investment objective of Sprott Moly is to achieve capital appreciation by investing in securities of private and public
companies that explore for, mine andfor process molybdenum. Sprott Moly owns approximately 49% of the Company's shares,

Inca Pacific is the owner of a major advanced mining project located in Peru, currently one of the world's favourite destinations for
investment by countries desperate for access to base metals like copper and molybdenum — 2007 alone has seen the acquisition
of Peru Copper Inc. by the Aluminum Corporation of China {"Chinalco") for CDN $840 million and the acquisition of Northern Peru
Copper Corp. by China Minmetals Non-Ferrous Metals Co. Ltd. and Jiangxi Copper Company Ltd. for CDN $455 million. These
acquisitions will lead to the rapid development of two major copper mines in Peru and bring employment, taxes and royalties to
that country.

In 2008, our 15" year in Peru, we will remain totally committed to advancing Magistral towards becoming a highly profitable mining
operation to the benefit of all stakeholders.

Anthony Floyd nie
President & Director .
February 27, 2008




MAGISTRAL PROPERTY

The Magistral copper-molybdenum property, in which Inca Pacific
owns a 100% interest, is located 450 km NNW of Lima in the
department of Ancash, north-central Peru. To date, a total of
85,214 meters of core drilling (286 holes) has been completed as
well as a series of geotechnical analyses, preliminary metallurgical
testing, preliminary mine layout and open pit design, tailings
studies, environmental base line studies, and socio-economic
studies. The Final Feasibility Study {FFS), prepared by Samuel
Engineering Inc., was completed in December 2007. Salient
details are shown below.

FFS SALIENT DETAILS:

® HI GRADE STARTER PIT
MINING METHOD OPEN PIT
PLANT FLOTATION
MINE LIFE 15 YEARS
Vﬁbnuc:Tlo:u: N 20,000 TONNES / DAY
STRIPPING RATIO 2211
" NPV [8% discount] U$ 152 MiLLiON
IRR 15.2%
LOM C-1 CASH COST $0.28/LB Cu MINED

CAPITAL COST UJ$ 402 MILLION

RESOURCES & RESERVES

The new National Instrument 43-101 (*NI 43-101"} mineral resource estimate is based on assay results from

65,214 meters of core drilling in 286 holes and at a 0.4% Cu equivalent cut-off.

CATEGORY e ‘ :nzngﬁz S/Zag S) ((;orﬁc?) ’ (gfrta:;) ‘ nf i:iLb:s ' nmﬁi::bnss
PROVEN + PROBABLE RESERVE - 114 0.49 0.050 2.57 1226 125
MEASURED + INDICATED RESOURCE 0.4% 196 0.51 0.052 26 2211 223
INFERRED RESOURCE 0.4% 56 0.55 0.023 1.5 673 28

" . defined by Nt 43-101.

.

4

; - * Cu equivalent calculation of 5:1 reflects metals prices used in the prefeasibility study (Cu - US$1.20/b, Mo - USS6.00/b) with no
adfustments for metallurgical recoveries, Neil Prenn & Steve Ristorcelli, of Mine Development Associates, are the Qualified Persons as




MAGISTRAL PROPERTY

Magistral valley and camp looking west

QOuTLOOK 2008

Based on the NI 43-101 compliant Technical Report (FFS), Samuel Engineering Inc. recommended that Inca
Pacific proceed with detailed engineering, procurement, and construction of the Magistral project. To that end
Inca Pacific will endeavour to make every effort to complete the following goals in order to advance the Magistral
project to its successful conclusion:

« Submit Environmental Impact Assessment (EIA)
« Obtain GOP approvals of the FFS

WL LRI Sl DE R Seek Project Financing

= 1ST QUARTER 2008:

LRI L El Obtain permits and EIA approval

WA RTINS Wi M Close project financing

and locking further ahead . . .
Start Construction

Start Production Lot

As of February 25, 2008, the Government of Peru acknowledged that in delivering the “comfort Ietters",' inca
Pacific has complied with the requirement to provide letters from one or more major financial institutions, in this

case BNP Paribas and Barclays Bank, stating that the FFS is a “Bankable” Feasibility Study. A significant step * .

forward in developing the Magistral project.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
YeAR ENDED NOVEMBER 30, 2007 February 27, 2008

inca Pacific Resources Inc. {*Inca Pacific” or the “Company”} is a resource exploration company with a focus on
copper and molybdenum projects with robust economics located in Peru. Peru possesses some of the world's
most profitable mines and remains one of the mining industry's top choices for the development of new projects.
The Company’s principal asset is its 100% owned Magistral Copper-Molybdenum deposit.

Inca Pacific’s head office is located in Vancouver, British Columbia, Canada. Exploration headquarters are
located in Lima, Peru. The Company’s common shares trade on the TSX Venture Exchange under the symbol
“IPR".

On September 17, 2007 the common shares of the Company commenced trading on the Bolsa de Valores de
Lima {the “Lima Stock Exchange”) under the symbol "IPR". The Company was sponsored by Credibolsa, Peru's
largest brokerage firm and the trading arm of Banco de Credito, Peru's largest bank.

This management's discussion and analysis (“MD&A”") focuses on significant factors that affected the Company
and its subsidiaries (collectively, the "“Company”) during the relevant reporting period and to the date of this
report. The MD&A supplements, but does not form part of, the audited consolidated financial statements of the
Company and the notes thereto for the year ended November 30, 2007. Consequently, the following discussion
and analysis should be read in conjunction with the audited consolidated financial statements, and the notes
thereto, for the year ended November 30, 2007. All amounts presented in this MD&A are in Canadian dollars
unless otherwise indicated.

Forward-Looking Statements

Statements contained in this MD&A that are not historical facts are forward-looking statements (within the
meaning of the Canadian securities legisiation and the U.S. Private Securities Litigation Reform Act of 1995) that
involve risks and uncertainties. Forward-looking statements include, but are not limited fo, statements with
respect to the future price of metals; the estimation of mineral reserves and resources, the realization of mineral
reserve estimates; the timing and amount of estimated future production, costs of production, and capital
expenditures; costs and timing of the development of new deposits; success of exploration activities, permitting
time lines, currency fluctuations, requirements for additional capital, government regufation of mining operations,
environmental risks, unanticipated reclamation expenses, title disputes or claims, limitations on insurance
coverage and the timing and possible outcome of pending litigation. In certain cases, forward-looking statements

woon L H

can be identified by the use of words such as "plans", "expects” or "does not expect”, "is expected”, "budget",

“scheduled”, "estimates”, "forecasts”, "intends”, "anticipates” or "does not anticipate”, or "believes"”, or variations
of such words and phrases or state that certain actions, events or resufts "may", "could", "would", "might” or "will
be taken”. “occur” or "be achieved”. Forward-looking statements involve known and unknown risks, uncertainties
and other factors which may cause the actual results, performance or achievements of the Company to be
materially different from any future results, performance or achievements expressed or implied by the forward-
looking statements. Such risks and other factors include, among others, risks related to the integration of
acquisitions; risks related to operations; risks related to joint venture operations; actual results of current
exploration activities; actual resufts of current reclamation activities;, conclusions of economic evaluations;
changes in project parameters as plans continue to be refined; future prices of metals; possible variations in ore
reserves, grade or recovery rates; failure of plant, equipment or processes to operate as anticipated; accidents,
labour disputes and other risks of the mining industry; delays in obtaining governmental approvals or financing or
in the completion of development or construction activities, as well as those factors discussed in the sections
entitled "Risk Factors" in this MD&A. Although the Company has attempted to identify important factors that could
affect the Company and may cause actual actions, events or restilts to differ materially from those described in
forward-looking statements, there may be other factors that cause actions, events or results not to be as
anticipated, estimated or intended. There can be no assurance that forward-looking statements will prove to be
accurate, as actual results and future events could differ materially from those anticipated in such statements.
Accordingly, readers should not place undue reliance on forward-looking statements. The forward-fooking
statements in this MD&A speak only as of the date hereof. The Company does not undertake any obligation to
release publicly any revisions to these forward-looking statements to reflect evenls or circumstances after the
date hereof to reflect the occurrence of unanticipated events, except as required by law. S
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Forward-looking statements and other information contained herein concerning the mining industry and general
expectations concerning the mining industry are based on estimates prepared by the Company using data from
publicly avaifable industry sources as well as from market research and industry analysis and on assumptions
based on data and knowledge of this industry which the Company believes to be reasonable. However, this data
is inherently imprecise, although generally indicative of relative market positions, market shares and performance
characteristics. While the Company is not aware of any misstatements regarding any industry data presented
herein, the industries involve risks and uncertainties and are subject to change based on various factors.

Highlights

* Completion of a Final Feasibility Study (*FFS”) on the Magistral Property and filing of the FFS with the
Government of Peru (“GOP"} on December 27, 2007,

* Completion of a financing in April 2007 for net proceeds of $8.3 million for funding the FFS work on the
Magistral Property; and

*  Completion of a financing in January 2008 for net proceeds of $2.4 million.
Significant Events, Transactions and Activities on Mineral Properties

Anthony Floyd, a qualified person as defined by National Instrument 43-101 (“NI 43-101"), has reviewed and
approved the technical content of this MD&A.

Magistral Property

The principal asset of the Company is the Magistral Copper-Molybdenum deposit located in Ancash, Peru. Under
the terms of its original agreement with the GOP and its 2004 amendment, Inca Pacific must;

1. deliver a feasibility study by December 31, 20086;
2. deliver a bankable feasibility study by December 31, 2007; and
3. place the Magistrat Project into production by December 31, 2011.

On November 3, 2006 the Company delivered a preliminary feasibility study (“PFS") to the GOP. On July 28,
2007, a formal agreement was signed with the GOP whereby the Company had until December 31, 2007 to fuifill
its requirement to file a feasibility study. The Company also has a further 60 days from the filing of the feasibility
study to provide one or more letters from major financial institutions stating that the feasibility study is a bankable
feasibility study. Within 15 working days following approval by the GOP of the feasibility study, the Company
must provide performance guarantees concerning the investment commitment during the first year of work on the
permitting and construction of a mine at Magistral. In consideration of being granted these extensions, on
July 26, 2007, the Company paid US $200,000 to the GOP. In addition, the Company will pay US $5,000,000,
upcn achievement of commercial production, into a trust account for the benefit of the communities in the
immediate area of influence of Magistral. The Company is also obliged to make payments to the GOP in the
amount of US $400,000 per vear to January 1, 2011 inclusive, as long as the praoperty has not been placed into
commercial production.

To November 30, 2007, over US $29 million has been spent on the Magistral Project (the “Project”) by Inca
Pacific and its former joint venture partners. Work has included a total of 65,214 metres of core drilling in 286
holes, geotechnical analyses, metallurgical testing, mine fayout and open pit design, tailings studies,
environmental base line studies and socio-economic studies.

On December:27, 2007 the Company filed the feasibility study on the Magistral Property with the GOP, pursuant to the

" terfin$ of its:agreement with the GOP. On February 25, 2008 the GOP acknowledged receipt of a comfort letter from

each of BNP Paribas and Barclays Bank stating that they have reviewed the Final Feasibility Study for the

-Magistral prOJect (*FFS") that was delivered on December 27, 2007. {refer to Subsequent Events)
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The FFS has confirmed the technical and economic viability of the Project. Highlights of the study are as follows
(all dollar figures in US dollars and current at 4th Quarter, 2007):

NPV (After Tax & 8% Discount Rate) $152.0 million
IRR (After Tax) 15.2 %
Capital Payback 3.3 years
Initial Capital Expenditure (before IGV) including a 14% contingency $402 million
LOM C-1 Cash Costs (net of Mo & Ag by-product credits) $0.28/Ih Cu
Mill Capacity (nominal) 20,000 tpd
Annual Throughput 7 million tonnes
Mine Life 15 years
Strip Ratio (including pre-production waste) 2.21
LOM average annual copper-in-concentrate production 34,100 tonnes
LOM average annual molybdenum-in-concentrate production 2,860 tonnes

*LOM = Life of Mine, IGV = Value Added Tax, which is recoverable

The FFS was managed by MTB Project Management Professionals Inc (*MTB"} and inciuded work by Samuel
Engineering Inc. (“SE™), Mine Development Associates ("MDA”) and Vector Peru ("Vector”). Richard Kunter, Nei!
Prenn, Steve Ristorcelli and Scott Elfen from SE, MDA, MDA and Vector respectively were the Independent
Qualified Persons responsible for the preparation of the FFS. The FFS includes a new NI 43-101 compliant
Mineral Resource estimate for Magistral and a corresponding block model, which were used by MDA to develop a
mine plan and production schedule for the Project.

Project Economics

A project specific market study by H&H Metals Corporation, a New York based metals trader, was conducted to
provide pricing, treatment and refining charges and freight costs for Magistral's concentrate production and
grades. The resuits of this market study are the basis for the economic evaluation model. MTB developed a
cash flow vaiuation model for the Project based upon the geological and engineering work completed to date.
The Base Case was developed using the following metal prices:

Copper Price per Ib in Molybdenum Price perlbin | Silver Price per troy oz
Year us$ Us$ US$
2011 & 2012 2.76 22.38 12.00
2013 to 2020 1.50 12.00 12.00

These price forecasts are considerably lower than current prices which, as of November 29, 2007, were $3.08/Ib
for copper, $33.00/Ib for molybdenum and $14.20/oz for silver. The first year of production is assumed to be
2011. Copper in-concentrate treatment charges and copper in-concentrate refining charges were assumed to be
$80.00/tonne and $0.08/Ib respectively. The following table shows the NPV of the Base Case at various discount

rates:

Discount Rate (Real) NPV
0% $596.5 million
5% $267.1 million
8% $152.0 million
10% $ 96.0 million
12% $ 51.9 million
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The following chart in millions of dollars shows the sensitivity of the Base Case's NPV (at an 8% discount rate) to
various long term copper and molybdenum prices but keeping the metal prices in 2011 and 2012 the same as the
Base Case. The impact of silver pricing changes is not significant and therefore sensitivities are not presented.

| Metal Price/lb Cu $1.00 Cu $1.25 Cu $1.50 Cu$1.75 Cu$2.00
| Mo $ 16.00 $78 $167 $256 $344 $432
| Mo $14.00 $26 $115 $204 $293 $381
| Mo $12.00 ($26) $63 $152 $241 $330
! Mo $10.00 (574) $10 $100 $190 $278
| Mo  $8.00 ($99) ($42) $48 $138 $227

The following chart in millions shows the sensitivity of the Base Case’s IRR to various long term copper and
molybdenum prices but keeping the metal prices in 2011 and 2012 the same as the Base Case:

Metal Price/lb Cu $1.00 Cu $1.25 Cu $1.50 Cu$1.75 Cu$2.00
Mo $ 16.00 11.8% 15.8% 19.6% 23.1% 26.5%
Mo $14.00 9.3% 13.5% 17.4% 21.1% 24.5%
Mo $12.00 6.6% 11.1% 15.2% 19.0% 22.5%
Mo $10.00 3.8% 8.5% 12.8% 16.8% 20.5%
Mo  $8.00 2.3% 5.8% 10.4% 14.5% 18.4%

Mineral Resources & Reserves

MDA updated the resource model and the corresponding block model in 2007 to develop a mine plan and
production schedute for the project. The estimation in all cases included a nearest neighbour, Krige, and inverse-
distance interpolation, but in all cases the inverse-distance model was selected as the final and reported model.
MDA utilized mineral domains defined by grade and geology to control the estimation. Estimation parameters
were chosen to be appropriate for the drili spacing, geclogic complexity, sample locations and parameters
defined by point validation and correlograms. The new NI 43-101 compliant Mineral Resource estimate, based on
assay results from 65,214 metres of core drilling in 286 holes and at a 0.4% Cu equivalent* cut-off, is as follows:

Resource Category Tonnes Grade Copper Grade Molybdenum
Millions (% Cu) Millions Ibs (% Mo) Millions Ibs
Measured 108.8 0.52 1237 0.055 133
Indicated 86.7 0.51 974 0.047 90
Measured & Indicated 195.5 0.51 2,211 0.052 223
Inferred 55.4 0.55 673 0.023 28

¥

Copper equivalent calculation of 5 to 1 reflects metal prices used in the Pre-Feasibility Study {Cu - US $1.20/Ib, Mo - US $6.00/Ib) with no
adjustment for metallurgical recoveries and relative processing and smelting costs.

Using Whittle (Lerchs-Grossman) optimizations of potential economic pit limits on only the Measured & Indicated
Resource, MDA determined the mine plan and production schedule. The estimate of mineral reserves within the
pit phases was reported using an internal NSR cut-off value of $5.25 per tonne. The table below shows the
Mineral Reserves within the designed ultimate pit based on the MDA resource model. Proven and Probable
Minerél Reserves have been estimated as of December 3, 2007 to be:

Al Reserve Category Tonnes Grade Copper Grade Molybdenum i
. T Millions {% Cu) Millions Ibs {% Mo) Millions Ibs
‘4 2" Proven © - & 76.1 0.48 805 0.051 86
w0300 [ Probablé - 374 0.51 421 0.047 39
X ' | Proven and Probable 113.5 0.49 1226 0.050 125
LA 8
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Mining & Milling

The Project will utilize conventional mining and milling processes. The open pit is scheduled to deliver a nominal
20,000 tonnes per day (7 million tonnes per year) of sulphide ore to the primary crusher for 15 years. The
processing plant is forecast to produce, on average, 34,178 tonnes (75.2 million Ibs} per year of copper in
concentrate, 2,860 tonnes (6.3 million Ibs) per year of molybdenum in concentrate and 380,000 ounces per year
of silver in copper concentrate. Average LOM metallurgical recoveries have been estimated to be 95% for
copper and 79% for molybdenum, producing a copper concentrate grading on average 33.5% copper and 117g/t
silver and a molybdenum concentrate grading 53% molybdenum. The copper concentrate will attract minor
penalties for arsenic. in all years the arsenic content is expected to average less than 0.5% except in year 12
when it is expected to average 0.74%.

Capital Costs -

SE developed capital cost estimates for the proposed mining and processing operation at Magistral. The
following table summarizes the capital cost estimates in the FFS for the Project:

Direct Capital Costs $258 million
Indirect Capital Costs $109 miltion
Owner's Direct and Indirect Capital Costs $34 million
Closure Cost-Annual Advance Payment $1 million
Total (Base Case) $402 million
Upfront Working Capital $2 million
LLOM Sustaining Capital $169 million

The total (Base Case) Capital Cost estimates contain a contingency of $50 million (14%) and excludes IGV. The
estimates have been compiled with an accuracy level of -4% to +14%.

There has been a material increase in capital costs since the publication of our Preliminary Feasibility Study
(PFS) in October 2006. The following table summarizes the increases in capital cost estimates from the PFS to

the FFS:

Itern Description PFS FFS Increase
Millions Millions (Decrease)
Direct Costs
Mining $54.3 $21.4 (61%)*
Process $86.4 $137.0 59%
infrastructure $81.2 $107.7 33%
Subtotal Direct Costs $221.8 $266.1 20%
Indirect Costs $15.5 $101.0 552%
Owner's Costs $22.0 $34.2 56%
Total Capital $259.3 $401.3 55%

* Owner mine equipment purchases were deferred due to contract mining being employed in years minus one
and minus two (pre-production).

Engineering procurement, construction management and startup services in the FFS increased 138% over costs
estimated in the PFS. In addition, contractor indirect cost, freight, duties and taxes were estimated’ as indirect
costs in the FFS and were not allocated to direct costs, as was done in the PFS. These unallocated costs prowde
an additional 414% increase to indirect costs.
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Operating Costs

The results of the FFS show that a mine at Magistral wifl be a low cost operation. The FFS estimates that the
cash costs (net of Mo & Ag by-products) over the life of the mine will average $0.28 per pound of copper payable.
Cash costs include mining, processing, mine site administration costs, all costs associated with delivery of
concentrates to smelters and all treatment and refining charges. The LOM operating cost estimate is $8.31 per
tonne, not including contingency. Operating costs in the cashflow include a 10% contingency on estimated cost.

Infrastructure

Magistral is 261 kms by road from the port of Salaverry from which concentrate will be shipped to smelters.
Seventy-seven kms of the road will require upgrading and 28 kms of new road will need to be constructed to
allow the passage of 40 tonne trucks. Electrical power for the Project will require the construction of a 51 kms
power line (138kV) from the existing grid at Sihuas to Magistral. Water will be sourced Iecally from the Magistral
Valley and also recycled from the tailings impoundment.

Environmental

The Project will utilize World Bank Guidelines for environmental management practice, development and design.
Preliminary baseline studies completed to date have included initial surface water quality sampling,
archaeclogical studies, socio-economic reviews and biological and re-vegetation studies. A water treatment plant
will be constructed to process discharges from the tailings impoundment.

Employment and Taxes

The project will create 1,200 temporary construction jobs and 231 permanent jobs. Over the life of the mine, the
project should generate US $278 million in taxes and US $90 million in royalties.

Timing

The Company anticipates that it will take 12 months to obtain approval of its Environmental Impact Assessment
(EIA) and obtain all permits to allow site construction to commence. It will then take a further 24 months to
complete site construction of the project. Production is anticipated to commence in the first quarter of 2011. Under
its agreement with the Government of Peru (*GOP”) the Company must commence commercial production by the
end of 2011,

Next Steps

The project is situated on lands owned by the community of Conchucos. The community of Conchucos has voted
to grant the Company a surface right to allow development of the project. The Company is optimistic that it will
obtain this surface right on fair terms and in such a manner that will benefit the community and promote
sustainable development in the region.

The Company has appeinted Pincock, Allen & Hoelt as Independent Engineer to review the FFS and to express an
opinion as to whether the study is in a form and content that would allow major financial institutions to provide all
or part of the debt and/or equity financing for the construction of the Magistral Project.
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FFS Qualified Persons

The Independent Qualified Persons responsible for the FFS are as follows:

Name Responsibility Company
Richard Kunter, Process and Metallurgy Samuel Engineering Inc.
FAuUsIMM(CP)
Neil B. Prenn, PE Mine Design Mine Development Associates
Steve Ristorcelli, RPG | Resource Estimate Mine Development Associates
Scott Elin, PE Environmental, Roads, Mine waste Vector Peru

Tailings

The FFS is available on Inca Pacific's website (www.incapacific.com) and on SEDAR (www.sedar.com}.

Project Financing

In January 2007, the Company engaged Cutfield Freeman & Co. (“Cutfield Freeman”) to advise and assist in
developing a strategy for financing the development of Magistral. Cutfield Freeman is a London-based
independent advisory firm that specializes in the mining sector and has an extensive track record in securing
financing for mine development. Initially, Cutfield Freeman is focused on the strategic options for financing the
development of the project. These options will include the potential to bring one or more joint venture partners into
the project. Also to be considered are debt, equity, mezzanine products, “off take” finance, alternative financial
products and assistance from government agencies. Their work is ongoing.

Financial Results of Operations
For the Quarter Ended November 30, 2007

During the quarter ended November 30, 2007 the Company’s efforts were focused on completing the FFS on
Magistral for filing with the GOP. The FFS was filed on December 27, 2007.

For the three months ended November 30, 2007 the Company earned net income, after future income tax
recoveries, of $159,363, which consisted of general and administrative (G&A") expenses of $486,420, other
expenses, net of other income, of $261,925 and future income tax recoveries of $907,708.

G8&A expenses were generally comparable with the preceding three periods during fiscal 2007 with the exception
of consulting fees. During the fourth quarter, consulting fees totaling $125,142 were incurred for a marketing
study and for fees in connection with a search for a Chief Operating Officer for the Company. The search
resulted in the engagement of Mr. Thomas Kelly in February, 2008.

Other expenses increased during the fourth quarter due to foreign exchange losses of $300,106. These losses
were due to the weakening of the US dollar versus the Canadian dollar and the Peruvian sol.

Future income tax recoveries of $907,708 were recorded to recognize a temporary difference between the
carrying value of mineral properties for accounting purposes and their tax bases.
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For the Year Ended November 30, 2007

During the year ended November 30, 2007, the Company's activities were primarily concentrated on the
preparation of the FFS on Magistral, as discussed above, and the completion of a financing in April, 2007 for net
proceeds of $8 million.

The Company incurred a loss of $1,354,912 compared to a loss of $856,738 for the years ended November 30,
2007 and 2006 respectively. G&A expenses were $1,887,273 for the current year compared to $828,477 for the
prior year. There were increases in several expense categories due, in general, to the increase in the level of
activity during fiscal 2007. Stock-based compensation expense (2007 $ $506,129, 2006 - $278,032) increased
due to the vesting of stock options during the year. Consulting expenses (2007 - $323,575, 2006 — nil) increased
for fees paid for financial advisory services, the search for a COO and the preparation of a marketing study.
Investor relations expenses (2007 - $307,333, 2006 - $224,765) included consultants’ fees and expenses for
meetings with investment bankers and potential investors for the purpose of elevating the Company's profile as
well as for on-going financing efforts. Management and administrative services (2007 - 280,726, 2006 -
$101,383 increased due to higher fees paid to management. Office and administration (2007 — $185,099, 2006 -
$78,843) increased due to the higher level of activity and general increase in administrative costs during 2007.
Accounting and audit (2007 - $116,309, 2006 - $68,005) increased due to tax advisory services.

Other expenses, net of investment and other income, increased from $28,261 to $375,347 due to higher foreign
exchange losses.

As discussed above, the Company recorded $907,708 of future income tax recoveries resulting from the
difference between the carrying value and the tax basis of the Company’s mineral property interests.

Cash and cash eguivalents at November 30, 2007 was $2,320,415 compared to $5,872,768 at November 30,
2006. The decrease was due to primarily to expenditures incurred on the Magistral property FFS. On a cash
basis, the Company used $1,771,132 (2006 - $90,392) of cash for operating activities. A total of $10,772,802
(2006 - $2,154,370) of cash was used for investing activities of which $10,698,123 (2006 - $6,177,445) was used
for Magistral property expenditures and $74,679 (2006 - $56,102) for the purchase of equipment primarily for the
Magistral property. The Company received $8,991,581 (2006 - $6,778,625) in cash from financing activities
consisting of the private placement completed in April 2007 and from the exercise of stock options.

As at November 30, 2007 the Company had cash and cash equivalents of $2,320,415 and working capital of
$1,402,972 compared to cash and cash equivalents of $5,872,768 and working capital of $4,987,241 at
November 30, 2006. The decrease in working capital to November 30, 2007 is primarily due to expenditures on
the FFS on the Magistral property.

Management’s Critical Estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
("Canadian GAAP") requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Significant estimates and
assumptions are used in determining the recoverability of amounts deferred and incurred for mineral properties,
asset_retirement obligations, the fair value for recording stock-based compensation and the amount of future
income tax liabilities the Company may be exposed to. The Company evaluates its estimates on an on-going

_ basis and bases them on various assumptions that are believed to be reasonable under the circumstances. The

e
2

."Company's estimates form the basis for making judgments about the carrying value for assets and liabilities that

.are’ not readily. apparent from other sources. Actual results may differ from those estimates. Should the
"Company be unable to meet its ongoing obligations, the realizable value of its assets may decline materially from

,.current estlmates‘
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Selected Financial Information

Summary of Quarterly Results (Unaudited)

Nov 30, Aug 31, May 31, Feb 28, Nov 30, Aug 31, May 31, Feb 28,

Three months ended: 2007 2007 2007 2007 2006 2006 2006 2006
Revenue $ Nil § NIl § Nil § NIl $ Nil & Nl $ Nil  $ Nil
General & administrative

expenses 486,420 747,132 358,370 295,351 239,377 145,863 315,405 127,832
Other income (expenses) (261,925) (12,632)  (144,847) 44 057 108,348 22,866 (54,739) (104,736}
Future income tax recovery 907,708 - - - - - - -
Income (loss for the period) 159,363 (759,764)  (503,217)  {251,294) (131,029) (122997) (370,144)  (232,568)
Earnings {Basic and diluted loss)
per share 0.01 (0.02) {0.02} (0.01) (0.01) - (0.02) (0.01)

The unaudited quarterly financial information disclosed above has been prepared in accordance with Canadian
GAAP. The significant accounting policies are outlined within Note 2 to the audited consolidated financial
statements of the Company for the year ended November 30, 2007. These accounting policies have been
applied consistently throughout the year.

Selected Annual Financial Information

Year Ended Year Ended Year Ended
November 30, November 30, November 30,
2007 2006 2005

Revenue $ Nil 3 Nil $ Nil
General & administration expenses 1,887,273 828,477 665,367
Other income (expenses) (375,347) (28,261) {1,9289,569)
Future income tax recovery 807,708 - -
Loss for the year {1,354,912) (856,738) (2,594,936)
Basic and diluted loss per share (0.04) (0.04) (0.25}
Working capital 1,402,972 4,987,241 1,095,325
Properties:

Acquisition and deferred exploration cost 24,568,196 11,185,927 8,809,961
Fixed assets 152,234 126,062 74,043
Total assets 27,285,160 17,340,914 10,726,363
Shareholders' equity:

Share capital 4(,615,469 31,466,316 24,670,861

Coniributed surplus 1,900,136 942,373 561,189

Deficit . (17,464,371) (16,109,459) (15,252,721)
Outstanding share capital — common shares 37,083,808 24,358,808 10,527,706

New Accounting Policies
On December 1, 2006 the Company adopted CICA Handbook Sections 3855 “Financial tnstruments - b

Recognition and Measurement”, CICA 1530, “Comprehensive Income” and CICA 3251, Eqwty ' These
standards are described in Notes 2 {m) and (n) of the audited consolidated financial statements for November. 30, .
2007. The adoption of these standards had no impact on the Company’s consclidated fi nanmal statements for
November 30, 2007 nor on the opening balance sheet of the Company. W
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Financial Instruments

Effective December 1, 2006, the Company adopted CICA Handbook Section 3855, “Financial Instruments —
Recognition and Measurement”. This Section requires that all financial assets (except those classified as held to
maturity), and derivative financial instruments must be measured at fair value. All financial liabiiities must be
measured at fair value when they are classified as held for trading; otherwise, they are measured at amortized
cost. Investments classified as held for trading are reported at fair market value (or marked to market) based on
quoted market prices with unrealized gains or losses included in earnings for the period. Investments classified
as available-for-sale are reported at fair market value (or marked to market) based on quoted market prices with
unrealized gains or losses excluded from earnings and reported as other comprehensive income or loss.
Investments subject to significant influence are not adjusted to fair market value. The adoption of CICA 3855 on
December 1, 2006 had no impact on the opening consolidated balance sheet of the Company.

Comprehensive Income

Effective December 1, 2008, the Company adopted CICA Handbook Section 1530, “Comprehensive Income”. This
Section establishes standards for reporting and presenting certain gains and losses normally not included in net
eamings or losses, in a statement of comprehensive income. Comprehensive income is the change in the Company’s
net assets arising from transactions, events and circumstances not related to the Company’s shareholders and
includes items that would not normally be included in net eamings or losses such as unrealized gains or losses on
available-for-sale investments. CICA 3251, “Equity”, establishes standards for the presentation of equity and changes
in equity as a result of the new requirements in CICA 1530. The adoption of CICA 1530 and CICA 3251 on
December 1, 2006 had no impact on the opening consolidated balance sheet of the Company.

Financings, Principal Purposes and Milestones

On Aprit 5, 2007, the Company completed a financing of 12,000,000 common shares at a price of $0.75 per
share, for proceeds of $8,363,756, net of issue costs. Issue costs included a commission of $531,000 paid to the
Agent on the financing and $105,244 of legal and other costs. In addition, the Company issued 708,000
compensation options to the Agent with a fair value of $429,473. Each compensation option entitles the Agent to
acquire one common share exercisable at a price of $1 per share to October 5, 2008.

In June 2007, Sprott Molybdenum Participation Corporation {“Sprott”} exercised an option granted by RAB
Special Situations (Master) Fund Limited (“RAB”) and acquired 15,997,760 common shares of Inca Pacific from
RAB at an aggregate purchase price of $2.00 for each Inca share. Of this amount, 50% was paid in cash and
50% was paid in common shares of Sprott. With the completion of this transaction, Sprott owned approximately
53% of the Company’s current issued and outstanding share capital. The Inca shares acquired by Sprott are for
investment purposes, and not with a view of exercising control over the Company or being actively involved in its
management. Sprott has entered into a voting trust agreement with the Company pursuant to which Sprott has
agreed to vote any Inca shares it holds in excess of 20% of the Company’s issued and outstanding share capital
in favour of matters Inca Pacific's management brings before its shareholders. The voting trust agreement has a
term of one year and is renewable for successive one year terms.

Subsequent to the year end, in January 2008, the Company completed a non-brokered private placement of

1,515,600 common shares at a price of $1.70 per share (the “Offering”) with Sprott Asset Management on behalf

of certain accounts managed by Sprott for proceeds of $2,440,116, net of issue costs. As a result of the Offering,
... Sprott owns approximately 49.47% of the issued and outstanding shares of Inca Pacific on a non-diluted basis.
" . Prior to the completion of the private placement, Sprott sold 1,515,600 common shares at a price of $1.80 per
.. .share through the facilities of the TSX Venture Exchange. For its role in facilitating this sale, a fee was paid to
~7. Crédibolsa SAB S.A. consisting of a cash payment of $136,404 and warrants to purchase a total of 75,780 shares
.= ‘of Inca Pacific exercisable at a price of $2.50 per share on or before July 14, 2009. The Sprott shares and any
o fshares |ssued on exermse of Credibolsa’s warrants are subject to a hold period expiring May 14, 2008.

= R
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Liquidity and Solvency

The Company has limited financial resources and has historically financed its operations primarily through the
sale of its common shares and mineral properties. The Company has no significant source of operating cash flow
and no revenues from operations. The long-term profitability of the Company is directiy related to the success of
its mineral property acquisition, exploration and development activities and its ability to raise financing when
required.

As at November 30, 2007, the Company had working capital of $1,402,972. Working capital items consist of
cash of $2,320,415, receivables of $200,711, prepaid expenses of $43,604 and accounts payable and accrued
liabilities of $1,161,758. Cash is held in an account with a major Canadian financial institution.

Working capital is defined as current assets minus current liabilities. Working capital calculations or changes are not
measures of financial performance, nor do they have standardized meanings, under Canadian GAAP. Readers are
cautioned that this calculation may differ among companies and analysts and therefore may not be directly
comparable.

Subsequent to the year end, in January and February 2008, the Company received cash proceeds of $2,440,116
from the private placement, as described above, and $42,880 pursuant to the exercise of options.

in February 2008, the Company entered into an unsecured bridge financing facility for up to $1,000,000 from a
director. The facility will be available to the Company for a pericd of eighteen months from the date of the
agreement and may be drawn down as needed. Interest at the rate of 12% per annum will be payable monthly on
amounts advanced under the facility. The Company will pay a standby fee of $20,000 by the issuance of 12,121
common shares upon the initial advance of funds under this facility. In addition, a drawdown fee of 3% of the
amounts advanced shall be also payable. Funds drawn down on the facility will be payable on the earlier of
eighteen months from the date of this agreement, the date of any change of control (as defined under the terms of
the agreement), the date the Company completes an equity financing or the occurrence and continuation of
default. The Company may repay any funds drawn down under the facility in whole at any time before maturity,
without notice or penalty. The agreement is subject to regulatory approval.

In management’s opinion, with the proceeds from the afore-mentioned private placement and the bridge financing
facility, the Company has sufficient working capital to carry out certain additional engineering work on the
Magistral property, to purchase the surface rights from the Conchucos community and to meet its overhead
expenditures for the next fiscal year. The Company will require substantial additional funding in order to continue
the development of the Magistral property beyond the feasibility study phase. Management is currently
considering its options for the financing of future operations.

The Company currently has ne long term debt or off-balance sheet arrangements.

Related Party Transactions

Refer to Notes 9 and 12(e) of the consclidated financial statements for November 30, 2007.
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Share Capital and Options

As at November 30, 2007, the Company had 37,083,808 issued and outstanding common shares and options
outstanding to acquire 3,289,000 common shares.

Subsequent to the year end, in January 2008, the Company completed the private placement with Sprott, as
described above, and issued 1,515,600 common shares and 75,780 warrants. In addition, the Company issued
58,700 common shares pursuant to the exercise of options in January and February 2008.

In January 2008, the Company granted stock options under its stock option plan to directors, officers, employees
and consultants to purchase up to a total of 1,873,000 commen shares at a price of $1.70 per share. The options
are exercisable for a five year period. After this grant, no shares remain available for issuance under the stock
option plan.

As at the date of this MD&A, the Company had 38,658,108 issued and outstanding common shares, warrants for
the purchase of up to 75,780 common shares and options outstanding for the purchase of up to 5,103,300
common shares exercisable at prices ranging fram $0.61 per share to $1.74 per share,

Subsequent Events

Subsequent events include:

(a) the delivery of comfort letters to the GOP from two major financial institutions stating that they have reviewed
the Final Feasibility Study for the Magistral project (“FFS”) that was delivered on December 27, 2007 and
that, based solely on a desk top review and without independent verification of the FFS’s assumptions,
they confirm that it is in a form and content that meets the requirements that wou!d allow BNP Paribas
and Barclays Bank to provide all or part of the finance for the Magisiral Project, afier conducting a
satisfactory due diligence investigation and subject to market and certain other conditions.;

{b) the private placement with Sprott for net proceeds of $2.4 million;

{c) the grant of 1,873,000 stock options to directors, officers, employees and consultants;

(d) the exercise of stock options to acquire 58,700 common shares for proceeds of $42,880; and

{e) the securing of a bridge financing facility of up to $1 million from a director.

The details of all of these transactions are more fully described elsewhere in this MD&A.

Outlook

The Company has engaged Cutfield Freeman to advise and assist in developing a strategy for financing the
development of Magistral. Cutfield Freeman is focused on the strategic options for financing the development of
the project. These options will include the potential to bring one or more joint venture partners into the project.
Also to be considered are debt, equity, mezzanine products, “off take" finance, alternative financial products and
assistance from government agencies.

"in February} 2008, the Company appointed Mr. Thomas Kelly as the Company's COO. Mr. Kelly has over 34

5 . years of experience in the mining industry, is a recognized expert in project management and development and

“£ % will be of invaluable assistance in moving the Magistral property towards production.
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Internal Control Over Financial Reporting

Management has designed, established and is maintaining a system of internal control over financial reporting to
provide reasonable assurance that the financial information prepared by the Company for external purposes is
reliable and has been recorded, processed and reported in an accurate and timely manner and in accordance
with Canadian GAAP. The Company's system of internal control is designed to address identified risks that
threaten the reliability of its external financial reporting. However, due to the inherent limitations in any system of
internal control, material misstatements may not be prevented or detected on a timely basis.

During fiscal 2007, there were no changes in the Company’s internal control over financial reporting that occurred
that had materially affected or are reasonably likely to materially affect its internal control over financial reporting.

Disclosure Controls and Procedures

Management is responsible for establishing and maintaining disclosure controls and procedures for the
Company. Based on an evaluation of the Company's disclosure controls and procedures as of November 30,
2007 and to the date of this MD&A, management believes such controls and procedures are effective in providing
reasonable assurance that material items requiring disclosure are identified and reported in a timely manner.

Risks and Uncertainties

The Company’s principal activity is mineral exploration and development. Companies in this industry are subject
to many and varied kinds of risks including, but not limited to, environmental, fluctuating metal prices, political and
economics. Additionally, few exploration projects successfully achieve development due to factors that cannot be
predicted or foreseen. While risk management cannot eliminate the impact of all potential risks, the Company
strives to manage such risks to the extent possible and practicable.

The risks and uncertainties described in this section are considered by management to be the most important in
the context of the Company's business. The risks and uncertainties below are not inclusive of all the risks and
uncertainties the Company may be subject to and other risks may apply.

The Company's minera! properties, which are located in Peru, may be exposed to various and unpredictable
levels of political, economic and other risks and uncertainties. The Company conducts operations through foreign
subsidiaries which hold the rights to the mineral properties. Operations may be affected in varying degrees by
government regulations with respect to, but not limited to, expropriation of property, maintenance of claims,
environmental legislation, land use and land claims. Failure to comply with applicable laws, regulations and local
practices relating to mineral right applications and tenure could result in loss, reduction or expropriation of
entitements. In addition, any limitation imposed by a foreign government on the transfer of cash or other assets
between the parent company and its foreign subsidiaries could restrict the Company's ability to fund its
operations efficiently.

The Company has no significant source of operating cash flow and no revenues from operations. The Company
has limited financial resources. The Company relies on the sale of equity to fund its operations. There is no
guarantee that it will be able to obtain adequate financing in the future or that such financing will be advantageous
to the Company. Additional funds raised by the Company through the issuance of equity or convertible debt
securities will cause the Company's current stockholders to experience dilution. Such securities may grant nghts

preferences or privileges senior to those of the Company’s common stockholders. .

(;'. :

combination thereof,
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Based upon current plans, the Company expects to incur operating losses in future periods due to continuing
expenses associated with the holding and development of the Company’s mineral properties. The Company may
not be successful in generating revenues in the future. Failure to generate revenues or raise capital could cause
the Company to cease operations.

The Company does not have any contractual restrictions on its ability to incur debt and, accordingly, the
Company could incur significant amounts of indebtedness to finance its operations. Any such indebtedness could
contain covenants which could restrict the Company’s operations.

The Company's expenditures are predominantly in U.S. dollars and any future equity financing raised is expected
to be predominantly in Canadian dollars. The Company is exposed to financial risk arising from fluctuations in the
exchange rates between the U.S. and Canadian dollar and the degree of volatility of these rates. The Company
does not use derivative instruments to reduce its exposure to foreign currency risks.

In addition to complying with applicable laws and regulations that govern the Company's foreign operations, the
Company must also obtain certain permits for its activities. There can be no assurance that all permits that the
Company may require for exploration and subsequent development of its mineral properties will be obtainable on
reasonable terms or on a timely basis.

The Company's activities are subject to a high degree of risk due to factors that, in some cases, cannot be
foreseen or anticipated. The operations of the Company may be disrupted by a variety of risks and hazards
which may be beyond the control of the Company. These risks include, but are not limited to, labour disruptions,
the inability to obtain adequate sources of power, labour and suitable or adequate machinery and equipment. In
addition, the Company may be unable to acquire or obtain such things as water rights and surface rights which
may be critical for the continued advancement of activities on its mineral properties.

Although the Company has taken steps to verify the title to mineral properties in which it has an interest, in
accordance with industry standards for the current stage of activities on such properties, these procedures do not
guarantee the Company's title. Property title may be subject to unregistered prior agreements or transfers and
title may be affected by undetected defects.

Even when the Company's mineral properties are proven to host economic reserves of copper or other precious
or non-precious metals, factors such as governmental expropriation or regulation may prevent or restrict mining of
any such deposits. Exploration and mining activities may be affected in varying degrees by government policies
and regulations relating to the mining industry. Any changes in regulations or shifts in political conditions are
beyond the control of the Company and may adversely affect its business.

The Company is subject to the laws and regulations relating to environmental matters in all jurisdictions in which it
operates, including provisions relating to property reclamation, discharge of hazardous material and other
matters. The Company may also be held liable should environmental problems be discovered that were caused
by former owners and operators of its properties or on properties in which it has previously had an interest. The
Company conducts its activities in compliance with applicable environmental protection legislation. The Company
is not aware of any existing environmental problems related to any of its current or former properties that may
result in material liability to the Company,

The Company presently has limited insurance covering its assets or operations and does not presently intend to
increase such insurance. As a result of having limited insurance, the Company could incur significant costs that
could have a materially adverse effect upon its financial condition and even cause the Company to cease
operations

_" The Compahljy’_s future performance is dependent on key personnel. The loss of the services of any of the
-»'Company’s executives or directors could have a material adverse effect on the Company’s business.

News,rélea,§§;:5_ at}d additional information about the Company may be found on www.sedar.com and on the
. Company's website at www.incapacific.com..
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

The consolidated financial statements of Inca Pacific Resources Inc. have been prepared by and are
the responsibility of the Company's management. The consolidated financial statements are prepared in
accordance with accounting principles generally accepted in Canada and reflect management's best
estimates and judgment based on information currently available.

Management has developed and is maintaining a system of internal controls to obtain reasonable
assurance that the Company's assels are safeguarded, transactions are authorized and financial
information is reliable.

The Board of Directors is responsible for ensuring management fulfills its responsibilities. The Audit
Committee reviews the results of the audit and the annual consolidated financial statements prior to their
submission to the Board of Directors for approval.

The consolidated financial statements have been audited by PricewaterhouseCoopers LLP and their
report outlines the scope of their examination and gives their opinion on the consolidated financial
statements.

‘Anthony Floyd” (signed)

Anthony Floyd
President

February 27, 2008

AUDITORS’ REPORT
To the Shareholders of Inca Pacific Resources Inc.

We have audited the consolidated balance sheets of Inca Pacific Resources Inc. as at November 30,
2007 and 2006 and the consolidated statements of operations, comprehensive loss and deficit and cash
flows for the years then ended. These consolidated financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with Canadian generally accepted 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 overall
financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the Company as at November 30, 2007 and 2006 and the results of its operations and cash
flows for the years then ended in accordance with Canadian generally accepted accounting principles.
“PricewaterhouseCoopers LLP” (signed)

Chartered Accountants

Vancouver, Canada
February 27, 2008

See accompanying notes to the consolidated financial statements.
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INCA PACIFIC RESOURCES INC.
(an exploration stage company)

Consolidated Balance Sheets
November 30, 2007 and 2006
(expressed in Canadian dollars)

2007 2006
ASSETS
Current
Cash and cash equivalents $ 2320415 § 5,872,768
Marketable securities - 336
Other receivables 200,711 117,123
Prepaid expenses 43,604 38,698
2,564,730 6,028,925
Fixed assets (note 4) 152,234 126,062
Mineral property interests (note 5) 24 568,196 11,185,927

$ 27,285,160 $ 17,340,914

LIABILITIES

Current
Accounts payable and accrued liabilities

$ 1,161,759 § 1,041,684

Future income tax liability (note 10) 1,072,167 -
2,233,926 1,041,684

SHAREHOLDERS’ EQUITY

Share capital (note 6) 40,615,469 31,466,316

Contributed surplus 1,900,136 942,373

Deficit

(17,464,371) (16,109,459)

25,051,234 16,299,230

Nature of operations (note 1)
Contingencies and commitments (note 5a)
Subsequent events {notes 5 and 12)

Approved by the Directors: “Anthony Floyd”

$ 27,285160 § 17,340,914

“ g b ST ;,. a;{ i S
Bryan Morris” g «.oe " IL 0 0T Nl g

Anthony Floyd

See accompanying notes to the consolidated financial statements.

Bryan Morris < ;..




INCA PACIFIC RESOURCES INC.
(an exploration stage company)

Consolidated Statements of Operations, Comprehensive Loss and Deficit
Years Ended November 30, 2007 and 2006
(expressed in Canadian dollars)

2007 2006
General and administrative expenses
Stock-based compensation (note 7b) $ 506,129 $ 278,032
Consultants 323,575 -
Investor relations 307,333 224,765
Management and administrative services 280,726 101,383
Office and administration 185,099 78,843
Accounting and audit 116,309 68,005
Travel 55,220 4,858
Legal 48,947 38,825
Stock registration and transfer fees 38,651 29,301
Amortization 25,284 4,465
1,887,273 828,477
Other income (expense)
Investment and other income 192,597 153,415
Foreign exchange loss (542,153) (49,972)
General exploration {25,791) (11,586)
Loss on sale of mineral property (note 5b) - (136,761)
Gain on sale of fixed assets - 16,643
| (375,347) (28,261)
i Loss before taxes (2,262,620) (856,738)
Future income tax recovery (note 10) 907,708 -
Loss and comprehensive loss for the year (1,354,912) (856,738)
Deficit, beginning of year {16,109,459) (15,252,721)

Deficit, end of year

$ (17,464,371)

$ (16,109,459)

Basic and diluted loss per share

$ (0.04)

$ (0.04)

Weighted average number of shares outstanding

32,374,833

20,582,869
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INCA PACIFIC RESQOURCES INC.
(an exploration stage company)

Consolidated Statements of Cash Flows
Years Ended November 30, 2007 and 2006
(expressed in Canadian dollars)

2007 2008
Cash flows from operating activities
Loss for the year $ (1,354912) § {856,738)
items not involving cash:
Stock-based compensation 506,129 278,032
Amortization 25,284 4,465
Gain on sale of fixed assets - (16,643)
Loss on sale of mineral property - 136,761
Unrealized loss on marketable securities 336 -
Future income tax recovery (907,708) -
Net change in non-cash working capitai
Accounts receivable (83,588) 357,880
Prepaid expenses (4,906) (10,583)
Accounts payable and accrued liabilities 48,233 16,434
(1,771,132) (90,392)
Cash flows from financing activities
Shares issued for cash, net of issue costs 8,991,581 6,778,625
Cash flows from investing activities
Proceeds from sale of mineral properties - 4,079,177
Expenditures on mineral property interests, net of recoveries (10,698,123) (6,177,445)
Purchase of fixed assets (74,679) (56,102)
(10,772,802) {2,154,370)
Increase (decrease} in cash and cash equivalents (3,552,353) 4,533,863
Cash and cash equivalents, beginning of year 5,872,768 1,338,905
Cash and cash equivalents, end of year $ 2320415 $ 5872768

Supplemental cash flow information (note 8)

See accompanying notes lo the consolidated financial statements.
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INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2007 and 2006

1. Nature of Operations

Inca Pacific Resources Inc. (the “Company”) and its subsidiaries are engaged in the exploration
and development of mineral properties in Peru, South America. To date, the Company has not
earned significant revenues and is considered to be in the exploration stage.

The recoverability of amounts shown for mineral property interests is dependent upon the ability
of the Company to obtain financing to complete mine development and future profitable
operations or sale of the properties.

2. Significant Accounting Policies

Principles of Consolidation

These consolidated financial statements include the accounts of the Company and its
wholly owned subsidiaries, Incpac Holdings Ltd., Inca Pacific S.A, Inca Cobre S.A.,
Ancash Cobre S.A., and Energia Ancash S.A.

Use of Estimates

The preparation of financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions which
affect the reported amounts of assets and liabilities and the disclosure of contingent
assets and liabilities at the date of the financial statements and revenues and expenses
for the period reported. Significant areas where management's judgment is applied
include recoverability of mineral property interests, stock based compensation and future
income taxes. Actual results could differ from those reported.

Cash and Cash Equivalents

Cash and cash equivalents comprise cash and temporary investments maturing within
three months from the original date of acquisition.

Marketable Securities

Marketable securities at November 30, 2006 were held at the lower of cost or net
realizable value.

Fixed Assets

Fixed assets are stated at cost. Amortization is provided on the declining balance basis
on office furniture at 20% per annum, on computer equipment at 30% per annum,
computer software at 100% per annum and on exploration equipment at 20% per annum.
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INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2007 and 2006

2. Significant Accounting Policies {continued)

f.

Mineral Property Interests

The Company capitalizes all costs related to investments in mineral property interests on
a property by property basis. Such costs include mineral property acquisition costs and
exploration and development expenditures, net of any recoveries. Costs are deferred
until such time as the extent of mineralization has been determined and mineral property
interests are either developed, the property sold or the Company's mineral rights are
abandoned or allowed to lapse.

Management of the Company reviews and evaluates the carrying value of each mineral
property for impairment when events or changes in circumstances indicate that the
carrying amounts of the related asset may not be recoverable. If the total estimated
future cash flows on an undiscounted basis are less than the carrying amount of the
asset, an impairment loss is recognized and assets are written down to fair value which
is normalty the discounted value of future cash flows. Where estimates of future net cash
flows are not avaitable and where other conditions suggest impairment, management
assesses whether carrying value can be recovered by considering aiternative methods of
determining fair value. When it is determined that a mineral property is impaired it is
written down to its estimated fair value.

Management’s estimates of mineral prices, mineral resources, and operating, capital and
reclamation costs are subject to certain risks and uncertainties that may affect the
determination of the recoverability of deferred mineral property costs. Although
management has made its best estimates of these factors, it is possible that material
changes could occur which may adversely affect management's estimate of the net cash
flows to be generated from its properties.

The amounts shown for acquisition costs and deferred exploration expenditures
represent costs incurred to date and do not necessarily reflect present or future values.

Although the Company has taken steps to verify the title to mineral properties in which it
has an interest, in accordance with industry standards for the current stage of exploration
of such properties, these procedures do not guarantee the Company's title. Property title
may be subject to unregistered prior agreements or transfers and title may be affected by
undstected defects.

Foreign Currency Translation

The Company’s subsidiaries are integrated foreign operations and are translated using
the temporal method. Monetary items are translated at the exchange rate in effect at the
balance sheet date; non-monetary items are translated at historical exchange rates;
revenue and expense items are translated at the average rate of exchange for the period.
Foreign exchange gains or losses on translation are included in the statement of
operations in the period in which they occur. e
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INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2007 and 2006

h.

Significant Accounting Policies (continued)

Loss Per Share

Loss per share is calculated using the weighted average number of shares issued and
outstanding during the year. The Company follows the treasury stock method in the
calculation of diluted earnings per share. The effects of potential issuances of shares
under options and warrants would be anti-dilutive, and therefore basic and diluted losses
per share are the same.

Stock-based Compensation

Pursuant to the accounting standard of the Canadian Institute of Chartered Accountants
("CICA”"), Section 3870 “Stock-Based Compensation and Other Stock-Based Payments”
for accounting for stock-based compensation expense, stock-based payments to non-
employees and employee awards that are direct awards of stock, call for settlement in
cash or other assets, or stock appreciation rights that call for settiement by the issuance
of equity instruments, are accounted for using the fair value based method, and are
recorded as an expense or capitalized to mineral properties in the period the stock-based
payments are vested or the awards or rights are granted.

Income Taxes

The Company follows the asset and liability method of accounting for income taxes.
Future income tax assets and liabilities are recognized in the period for temporary
differences between the tax and accounting bases of assets and liabilities as well as for
the potential benefit of income tax losses carried forward to future years.

Future income tax assets and liabilities are measured using substantively enacted tax
rates and laws expected to apply in the years in which temporary differences are
expected to be recovered or settled. The effect of a change in tax rates on future income
tax assets and liabilities is recognized in operations in the period that includes the
substantive enactment date. A valuation allowance is recognized to the extent it is
considered not likely that future income tax assets will be realized.

Environmental Protection Practices

The Company is subject to the laws and regulations relating to environmental matters in
all jurisdictions in which it operates, including provisions relating to property reclamation,
discharge of hazardous material and other matters. The Company may also be held
liable should environmental problems be discovered that were caused by former owners
and operators of its properties and properties in which it has previously had an interest.

The Company conducts its mineral exploration activities in compliance with applicable
environmental protection legislation. The Company is not aware of any existing
environmental problems related to any of its current or former properties that may result
in material liability to the Company.
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INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2007 and 2006

2. Significant Accounting Policies (continued)

Asset Retirement Obligations

The Company recognizes the fair value of liahilities for asset retirement obligations in the
period in which a reasonable estimate of such costs can be made. The asset retirement
obligation is recorded as a liability with a corresponding increase to the carrying amount
of the related long-lived asset. Subsequently, the asset retirement cost is allocated to
expenses using a systematic and rational method and is also adjusted to reflect period-
to-period changes in the liability resulting from passage of time and revisions to either
timing or the amount of the original estimate of the undiscounted cash flow. As at
November 30, 2007 and 2006, the Company did not have any material asset retirement
obligations.

Financial Instruments

Effective December 1, 2006, the Company adopted CICA Handbook Section 3855,
“Financial Instruments — Recognition and Measurement”. This Section requires that all
financial assets (except those classified as held to maturity) and derivative financial
instruments must be measured at fair value. All financial liabilities must be measured at
fair value when they are classified as held for frading; otherwise, they are measured at
amortized cost. Investments classified as held for trading are reported at fair market
value (or marked to market) based on quoted market prices with unrealized gains or
losses included in earnings for the period. Investments classified as available-for-sale
are reported at fair market value (or marked to market) based on quoted market prices
with unrealized gains or losses excluded from earnings and reported as other
comprehensive income or loss: Investments subject to significant influence are not
adjusted to fair market value. The adoption of CICA 3855 on December 1, 2006 had no
impact on the opening consolidated balance sheet of the Company.

Comprehensive Income

Effective December 1, 2006, the Company adopted CICA Handbook Section 1530,
“Comprehensive Income”. This Section establishes standards for reporting and presenting
certain gains and losses normally not included in net earnings or losses, in a staternent of
comprehensive income. Comprehensive income is the change in the Company’s net assets
arising from transactions, events and circumstances not related to the Company's
shareholders and includes items that would not normally be included in net eamings or
losses such as unrealized gains or losses on available-for-sale investments. CICA 3251,
“Equity”, establishes standards for the presentation of equity and changes in equity as a
result of the new requirements in CICA 1530. The adoption of CICA 1530 and CiCA 3251
on December 1, 2006 had no impact on the opening consolidated balance sheet of the
Company.

Future accounting changes
Effective December 1, 2007, the Company will adopt new CICA standards 1535, 3862, and

3863, and effective December 1, 2008, standard 3064. The Company is currently assessmg
the impact of these new accounting standards on its consolidated financial statements A
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INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2007 and 2006

2, Significant Accounting Policies (continued)

Section 1535 establishes standards for the disclosure of (i) an entity's objectives, policies
and processes for managing capital; (ii} quantitative data about what the entity regards as
capital; (i) whether the entity has complied with any capital requirements and (iv) if it has not
complied, the consequences of such non-compliance,

Sections 3862 and 3863 replace Handbook Section 3861, ‘Financial Instruments -
Disclosure and Presentation”, revising and enhancing its disclosure requirements, and
carrying forward unchanged its presentation requirements. These new sections place
increased emphasis on disclosures about the nature and extent of risks arising from financial
instruments and how the entity manages those risks.

Section 3064 replaces CICA 3062 "Goodwill and Infangible Assels” and establishes
revised standards for the recognition, measurement, presentation and disclosure of
goodwill and intangible assets. The new standard also provides guidance for the
treatment of pre-production and start-up costs and requires that these costs be expensed
as incurred.

The carrying value of cash and cash equivalents, marketable securities, accounts receivable and
accounts payable and accrued liabilities approximates their fair values due to the short term to
maturity of the instruments.

The Company is exposed to financial risk arising from fluctuations in foreign exchange rates and
the degree of volatility of these rates. The Company does not use derivative instruments to
reduce its exposure to foreign currency risks.

3. Financial Instruments
|

4. Fixed Assets
Accumulated
2007 Cost Amortization Net Book Vaiue
Exploration equipment $ 207,669 $ 76,227 $ 131,442
Computer equipment and software 77,523 59,346 18,177
Office furniture 7,091 4476 2,615
$ 292,283 $ 140,049 $ 152,234
Accumulated
2006 Cost Amortization Net Book Value
Exploration equipment $ 158,544 $ 43471 $ 115,373
Computer equipment 51,970 44,549 7,421
Qffice furniture 7,091 3,823 3,268

$ 217,605 $ 91,543 $ 126,062
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INCA PACIFIC RESOURCES INC.
Notes to Consolidated Financial Statements
November 30, 2007 and 2006
5. Mineral Property Interests
As at November 30, 2007 and 2006, the Company's mineral properties are comprised of properties
located in Peru. Expenditures incurred on mineral properties are as follows:
Magistral
Balance, November 30, 2006 $ 11,185,927
Additions during year
Acquisition costs 623,400
Exploration costs
Hydrological and geotechnical 2,137,631
Drilling 1,935,036
Geological consulting 1,585,262
Engineering 1,147,930
Value added tax 658,278
Geological fieldwork 569,067
Metallurgical 420,566
Stock based compensation (note 7) 415,153
Travel and accommodation 389,932
Assays 308,623
Project management 300,032
Legal 280,520
Surveys 253,914
Field office and administration 106,858
Tenure 49,645
Amortization 23,223
Maps and reports 2,269
Related future income taxes (note 10) 2,173,930
12,758,869
Total additions during year 13,382,269
Balance, November 30, 2007 $ 24,568,196
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INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements

November 30, 2007 and 2006

5. Mineral Property Interests {(continued)

Antoro
Magistral Sur Total
Balance, November 30, 2005 $ 6,304,017 $ 2,505,944 $ 8,809,961
Additions during year
Acquisition costs 237,221 1,625,548 1,862,769
Exploration costs
Geological consulting 1,823,855 6,622 1,830,477
Drilling 1,458,830 1,074 1,459,904
Value added tax 401,316 5,003 406,319
Travel and accommodation 346,497 2,574 349,071
Project management 256,915 20,292 277,207
Geological fieldwork 206,234 11,786 218,020
Surveys 168,915 - 168,915
Stock based compensation (note 7) 119,982 - 119,982
Legal 59,338 34,964 94,302
Assays 77,184 941 78,125
Field office and administration 40,352 33,043 73,395
Amortization 14,346 1,916 16,262
Maps and reports 16,235 - 16,235
Tenure 13,089 - 13,089
5,003,088 118,215 5,121,303
Less: recoveries {358,399) (33,769) (392,168)
4,644 689 84,446 4,729,135
Net additions during vear 4,881,910 1,709,994 6,591,904
Mineral property interest sold (note 5b) - (4,215,938) {4,215,938)
Balance, November 30, 2006 $ 11,185,927 $ ~ $ 11,185,927

a. Magistral Property

period.

On January 29, 1999, the Company entered into an option agreement with the
Government of Peru (“GOP") to purchase five claims which lie within the Company's
existing Magistral claims. The agreement was a three year option to purchase 100% of
the property in consideration of cash payments totalling US $750,000 and exploration
L work commitments totalling US $2,100,000, to be paid and incurred over a three year

Upon exercise of the option, the Company would have a further seven years to complete
a feasibility study and place the property into production. The GOP would retain a royalty
.- ¥ whose magnitude will depend on metal prices but which is expected to be between a
o \! 0.5% and 3.0% net smelter royalty.




INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2007 and 2006

5. MINERAL PROPERTY INTERESTS (continued)

On July 1, 2004, the Company obtained approval from the GOP to restructure the
Company’s obligations in order to retain ownership of the property. The Company now
has until December 31, 2011 to place the property into production. The Company must
expend US $1,000,000 in exploration by December 31, 2005 (expended), deliver a
feasibility study by December 31, 2006 (delivered) and deliver a bankable feasibility
study by December 31, 2007 (delivered). The Company is also obligated to make
payments to the GOP in the amounts of US $200,000 on January 1, 2006 and
US $400,000 on January 1 of each year thereafter to January 1, 2011 inclusive, as long
as the property has not been placed into commercial production. As at November 30,
2007, all the required annual payments have been made.

On November 3, 2006 the Company delivered a preliminary feasibility study to the GOP.
On July 26, 2007, a formal agreement was signed with the GOP whereby the Company
had until December 31, 2007 to fulfill its requirement to file a feasibility study. The
feasibility study was filed on December 27, 2007. The Company also has a further 60
days from the filing of the feasibility study to provide one or more letters from major
financial institutions stating that the feasibility study is a bankable feasibility study
(delivered on February 25, 2008). Within 15 working days following approval by the GOP
of the feasibility study, the Company must provide a performance bond for an amount
equal to 30% of the anticipated capital cost of the mine for the current year. The bond is
to be renewed each year during construction of the mine. In consideration of being
granted these extensions, on July 26, 2007, the Company paid US $200,000 to the GOP.
In addition, the Company will pay US $5,000,000, upon achievement of commercial
production, into a trust account for the benefit of the communities in the immediate area
of influence of Magistral.

b. Antoro Sur Property

On February 22, 2006, the Company exercised its option and purchased a 100% interest
in the Antoro Sur property, subject to a net smelter royalty payable to the optionors of 1%
to 2% on all sales of mineral products from the property. The royalty may be purchased
at any time for US $700,000.

Simultaneously, the Company sold all of its interest in the property in consideration of
US $3,597,000 (C $4,079,177). In addition, the Company assigned to the purchaser its right
to purchase the royalty interest. The Company has no continuing obligations relating to this

property.
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INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2007 and 2006

7.

Share Capital
a. Authorized
Unlimited number of common shares without par value.
b. Issued and outstanding
2007 2006
Number of Number of
Shares Amount Shares Amount

Balance, beginning of year

Issued for cash:
Private placements, net of issue
costs (note 6¢) 12,000,000 8,557,810 13,801,102 6,755,975
Agent's compensation options (note

24,358,808 $31,466,316 10,527,706 $24,670,861

The Company has a stock option plan which authorizes the board of directors to grant
options for the purchase of up to 4,865,700 common shares. Options granted under the
plan vest over a period of time, ranging from one to five years, at the discretion of the
board of directors.

Stock options to purchase common shares have been granted to directors, employees
and consultants at exercise prices determined by reference to the market value on the
date of the grant.
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6c) - (429,473) - .
Issued for cash and other consideration:

Exercise of options (note 7}

- for cash 725,000 627,825 30,000 22,650

- fair value of options exercised - 392,991 - 16,830
Balance, end of year 37,083,808 $40,615,469 24,358,808 $31,466,316

Private Placements

i. In April 2007, the Company completed a private placement of 12,000,000 common
shares for proceeds of $8,363,756, net of issue costs. Issue costs consist of a
commission of $531,000 paid to the Agent on the financing and $105,244 of legal
and other costs. Future income taxes of $194,054 have been netted against totat
share issuance costs of $636,244. In addition, the Company issued 708,000
compensation options to the Agent with a fair value of $429473. Each
compensation option entitles the Agent to acquire one common share exercisable at
a price of $1 per share to October 5, 2008.

iii. In March 2006, the Company completed a private placement and issued
13,597,160 common shares for proceeds of $6,755,975, net of issue costs of
$42,605. The Company also issued 203,942 common shares for a finder's fee in
connection with the private placement.

Stock Options
a. Options Outstanding




INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2007 and 2006

7. Stock Options (continued)

A summary of the status of the Company’s stock options as at November 30, 2007 and 2006 and

changes during the years then ended is as follows:

2007 2006
Weighted- Weighted-
Number Average Number Average
of Shares Exercise Price of Shares  Exercise Price
Outstanding at beginning of year 2,923,000 $0.78 600,000 $0.78
Granted 1,106,000 1.13 2,403,000 0.77
Exercised (725,000) 0.87 (30,000) 0.76
Expired (15,000) 0.76 {50,000} 0.80
Outstanding at end of year 3,288,000 $0.88 2,923,000 $0.78
Exercisable at end of year 3,099,000 $0.85 1,255,000 $0.75

The following summarizes information about stock options outstanding at November 30, 2007:

Options

Options Qutstanding Exercisable

Number of Number of

Shares Expiry Date Exercise Price Shares

24,000 February 28, 2008 $ 0.71 24,000
24,000 February 28, 2008 $ 0.72 24,000
358,000 QOctober 5, 2008 $ 1.00 358,000
100,000 May 1, 2009 $ 1.40 100,000
450,000 January 24, 2010 $ 0.80 450,000
50,000 July 13, 2010 $ 0.61 50,000
40,000 February 28, 2011 $ 0.72 40,000
315,000 April 26, 2011 $ 0.71 315,000
1,550,000 June 29, 2011 $ 0.80 1,550,000
30,000 Septemnber 20, 2011 $ 0.99 30,000
50,000 April 15, 2011 $ 0.67 50,000
48,000 May 2, 2012 $ 1.74 48,000
100,000 August 10, 2012 $ 1.25 40,000
100,000 September 11, 2012 $ 1.32 20,000
50,000 September 12, 2012 $ 1.30 -

3,289,000 3,099,000

b. Stock based compensation e

]

During the year ended November 30, 2007 the Company granted an aggregate of

1,106,000 new stock options to consuitants.

exercise price of $1.13 per share.

The options have a weighted ‘average: . s

During the year ended November 30, 2006 the Company granted anﬂaggregate eof

2,403,000 new stock options to directors, consultants and employees. The optsons have

a weighted average exercise price of $0.77 per share.
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Notes to Consolidated Financial Statements
November 30, 2007 and 2006

7. Stock Options (continued)

Pursuant to the Company's accounting policy for stock-based compensation (note 2i),
the fair value of options granted in the current and prior years and which had vested
during the year was $1,350,755 (2006 - $398,014) has been recorded. Of this amount,
$506,129 (2006 - $278,032) has been charged to expenses, $415,153 (2006 - $119,982)
has been charged to deferred exploration costs and $429,473 (2006 — nil) has been
charged to share capital.

As at November 30, 2007 the fair value of unvested options is $73,939 (2006 -
$444,041).

The fair value of stock options used to calculate compensation expense is estimated
using the Black-Scholes Option Pricing Model with the following assumptions:

| 2007 2006
Risk-free interest rate 4.07% - 4.57% 3.96% - 4.42%
Expected dividend yield - -
Expected stock price volatility 76% -91% 82% - 103%
Expected option life in years 1.5- 2.5 years 1-5 years

Option pricing models require the input of highly subjective assumptions including the expected
price volatility. Changes in the subjective input assumptions can materially affect the fair value
estimate, and therefore the existing models do not necessarily provide a reliable single measure
of the fair value of the Company’s stock options.

8. Supplemental Cash Flow Information

2007 2006

Significant non-cash financing and investing activities

Investing activities
Change in accounts payable and accrued liabilities
incurred for mineral property expenditures (71,840) 978,820
Stock based compensation and related future income
taxes included in minera! properties (2,589,083) (119,982)

9. Related Party Transactions

a. During the year, the following transactions with related parties occurred:

i. $251,871 (2006 - $253,408) was paid to officers and directors for management
services, consulting fees and geclogical services. Of this amount, $140,055
(2006 - $60,309) was expensed and $111,816 (2006 - $193,099) was charged to
mineral properties.

$18,355 (2006 - $126,717) was paid or is payable as legal fees to a law firm in
which a partner is a director of the Company. Of this amount, $5,220
(2006 - $97,355) was expensed and $13,135 (2006 - $29,362) was charged to
mineral properties.

The Company shares general and administrative expenses on a pro-rata basis
with two other companies with a director in common. These expenses include
$18,515 (2006 - $18,492) for rental of office space.
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10.

Related Party Transactions (continued)

b. Pursuant to the terms of a management agreement with a director, the Company is
committed to payments for management services in the amount of $5,000 per month until
December 31, 2008. On September 1, 2006 the payments were increased to $10,000
per month,

These transactions, occurring in the normal course of business, are measured at the exchange
amount, which is the amount of consideration established and agreed to by the related parties.
The terms and conditions of amounts due to related parties are similar to those transactions with
third parties.

Income Taxes

As at November 30, 2007, the Company has non-capital losses of approximately $2,651,000
which may be applied against future income for Canadian income tax purposes. The potential
future tax benefits of these losses have been applied against future income taxes in the current
year. The losses expire as follows:

2027 $ 1,391,000
2016 486,000
2011 614,000
2010 160,000

$ 2,651,000

In addition, subject to certain restrictions, the Company has losses of approximately $1,695,000,
expiring in various years to 2011, as well as certain exploration expenditures, available to offset
future taxable income in Peru.

The reconciliation of income tax provision computed at statutory rates to the reported income tax
provision is as follows:

2007 2006

Statutory rate 34.12% 34.12%
Income tax benefit computed at Canadian statutory rates $ 772,006 $ 292319
Foreign tax rates different from statutory rate {13,020) 10,489
Non-deductible differences not recognized in year (775,025) (1,030,153)
Change in valuation allowance 802,174 628,660
Other 121,573 98,685
Net future income tax recovery $ 907,708 -

Future income tax assets and liabilities are recognized for temporary differences between the
carrying amount of the balance sheet items and their corresponding tax values as well as for the
benefit of losses available to be carried forward to future years for tax purposes that are likely to
be realized. -
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10. Income Taxes (continued)

Significant components of the Company’s future tax assets and liabilities, after applying enacted
corporate income tax rates, are as follows:

2007 2006
Future income tax assets
Temporary differences in assets $ 4174221 $ 4,568,144
Net tax losses carried forward 632,937 1,041,188
4,807,158 5,609,332
Valuation allowance for future income tax assets (4,807,158) {5,609,332)
Future income tax liability {1,072,167) -
Future income tax liability, net $ (1,072,167) $ -

In addition, the Company has recorded future income tax liabilities of $2,173,930 to mineral properties
related to capitalized stock-based compensation and temporary differences between the tax and
accounting basis of Canadian mineral properties.

1. Segmented Disclosure

The Company has one operating segment, mineral exploration. All capital assets of the Company
are located in Canada except for mineral properties as disclosed in note 5 and $131,442 (2006 -
$115,372) of fixed assets which are located in Peru.

12. Subsequent Events

(a) On December 27, 2007 the Company filed the feasibility study on the Magistral Property with
the GOP, pursuant to the terms of its agreement with the GOP (note 5(a)). On February 25,
2008 the GOP acknowledged receipt of a comfort letter from each of BNP Paribas and
Barclays Bank stating that they have reviewed the Final Feasibility Study for the Magistral
project (‘FFS") that was delivered on December 27, 2007 and that, based solely on a
desk top review and without independent verification of the FFS’s assumptions, they
confirm that it is in a form and content that meets the requirements that would allow BNP
Paribas and Barclays Bank to provide all ar part of the finance for the Magistral Project,
after conducting a satisfactory due diligence investigation and subject to market and
certain other conditions.

(b) In January 2008, the Company completed a private placement and issued 1,515,600
common shares for proceeds of $2,440,116, net of a cash finder's fee of $136,404. In
addition, the Company also issued warrants to acquire up to 75,780 common shares
exercisable at a price of $2.50 per share to July 14, 2009 as a finder’s fee.

R (c) In January 2008, the Company granted stock options to directors, officers, employees and I
consultants fo acquire up to 1,873,000 common shares exercisable at a price of $1.70 per
o share to January 16, 2013 as to 1,843,000 common shares and to January 21, 2013 as to
30,000 common shares. After granting these options, the Company exceeded its authorized
limit of options to grant by 296,300; however, the Company received regulatory approval in
o i < absence of shareholder approval. The Company will seek shareholders’ approval at its next
PRI \E Annual General Meeting.
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12, Subsequent Events (continued)

{d)

(e)

In January and February 2008, the Company issued a total of 58,700 common shares
pursuant to the exercise of stock options for cash proceeds of $42,880.

In February 2008, the Company entered into an unsecured bridge financing facility for up
to $1,000,000 from a director. The facility will be available to the Company for a period of
eighteen months from the date of the agreement and may be drawn down as needed.
Interest at the rate of 12% per annum will be payable monthly on amounts advanced
under the facility. The Company will pay a standby fee of $20,000 by the issuance of
12,121 common shares upon the initial advance of funds under this facility. In addition, a
drawdown fee of 3% of the amounts advanced shall be also payable. Funds drawn down
on the facility will be payable on the earlier of eighteen months from the date of this
agreement, the date of any change of control {(as defined under the terms of the
agreement), the date the Company completes an equity financing or the occurrence and
continuation of default. The Company may repay any funds drawn down under the
facility in whole at any time before maturity, without notice or penalty. The agreement is
subject to regulatory approval.
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HISTRUCTIONS FOR COMPLETION OF PROXY

1. This Proxy is solicited by the Management of the Company.

2. Tiis form of proxy (“Instrument of Proxy") must be signed by you, the holder, or by your attorney duly authorized by you in writing, or, in the case of a corperation, by a
duly authorized officer or representative of the corporation; and if executed by an attorney, officer, or other duly appointed representative, the original or a notarial
copy of the instrument so empowering such person, or such other documentation in support as shall be acceptable to the Chairman of the Meeting, must accompany the
Instrument of Proxy.

3. M this Instrument of Proxy is not dated in the space provided, authority is hereby given by you, the holder, for the proxyholder to date this proxy seven (7) calendar days
after the date on which it was mailed to you, the holder, by Pacific Corporate Trust Company.

4. A holder who wishes to attend the Meeling and vole on the resolutions in person may simply register with the scrutineers before the Meeting begins.
5. A holder who is not able to aitend the Meeting in person but wishes to vote on the resolutions, may do the following:

(a) appoint one of the management proxyholders named on the Instrument of Proxy, by leaving the wording appointing a nominee as is (i.e. do not strike out
the management proxyhotders shown and do not complete the blank space provided for the appointment of an alternate proxyholder). Where no choice is
specified by a holder with respect tc a resolution set out in the Instrument of Proxy, the management appointee acting as a proxyholder will vote in tavour
of each matter identified on this Instrument of Proxy and, it applicable, for the nominees of management for directors and auditors as identified in this
Instrument of Proxy; OR

(b) appoint another proxyholder, who need not be a holder of the Company, to vote according to the holder's instructions, by striking out the management praxyholder
names shown and inserting the name of the person you wish to represent you at the meeting in the space provided for an alternate proxyholder.

6. The securilies represented by this Instrument of Proxy will be voted or withheld from voting in accordance with the instructions of the holder on any ballot of a
resolution that may be called for and, if the holder specifies a choice with respect to any matter to be acted upon, the securities will be voted accordingly. If a holder has
submitted an Instrument of Proxy, the holder may still attend the Meeting and may vote in person. To do so, the holder must record his/her attendance with the
scrutineers before the commencement of the Meeting and revoke, in writing, the prior votes.

7. Further, the securities will be voted by the appointed proxyholder with respect to any amendments or variations to matters identified in the Notice of Meeting or other
matters which may properly come betore the Meeting, as the proxyholder in its sole discrelion sees fit.

8.. To be represented at the Meeting, proxies must be submitted no later than forty-eight (“48”) hours, excluding Saturdays, Sundays and holidays, prior to the
time of the Meeting or adjournment thereof.

VOTING METHODS
INTERNET VOTING: 24 ours i Day, 7:days 2 week

it a HOLDER ID and HOLDER CODE appear on the face of this proxy in the address box, holders may complete internet voling at bitp://webvote.pctc.com. To receive
securityholder communications electronically in the future, simply fiil in your e-mail address at the bottom of the Internet Voting page.

I m—lmﬂ—._oz.m <‘®._l_zo.._muzo:qm.m UM«....N Baysid week

If a HOLDER ID and HOLDER CODE appear on the face of this proxy in the address box, holders may complete telephone voting at 1-888-Tel-Vote (1-888-835-8683).
Please have this proxy in hand when you call. A proxyholder that is not a management proxyholder cannot be appointed by telephone.

RETURN Y. OUR‘PROXY-BY 'MAIL OR'FAX to-PACIFIC CORPORATE TRUST COMPANY
510 Burrard Street, 2™ Floor, Vancouver, British Columbia, V6C 3B9. Fax number 604-689-8144.

Voting by mail or fax may be the only method for holdings held in the name of a corporation or holdings voted on behaif of another individual. Do not mail the
printed proxy or VIF if you have voted by the internet or telephone.




IMPORTANT VOTING INFORMATION

YOUR VOTE IS IMPORTANT! PLEASE VOTE TODAY'!

SECURITYHOLDERS* THAT RECEIVE THIS FORM MAY VOTE ON THE INTERNET OR BY TELEPHONE
ANYTIME, 24 HOURS A DAY, 7 DAYS A WEEK. This method is quick and easy and your vote will be
immediately registered and tabulated.

If you are a registered securityholder you will have received a proxy with this form, the notice of meeting and
information circular. If you are a Non-Objecting Beneficial Owner (“NOBO”) and the issuer has chosen to mail directly
to you, you will have received a Voting Instruction Form {*VIF") instead of a proxy. If you hold securities in this issue
with more than one institution or hold a portion in a registered position and a portion with a financial institution, you may
receive multiple packages from multiple institutions with different voting instructions in each. Please be sure to carefully
follow the voting instructions provided in each case to ensure that your vote is counted. For example, control numbers
provided by ADP on their VIF will not work on the internet and telephone systems described below.

With your proxy or the VIF in hand, our time-saving automated services will prompt you to enter your ID and Code
numbers located below your name and address on the proxy or VIF and then guide you through the voting
process. If your ID and code numbers are not on the proxy or VIF, they should be printed on the back of this
flyer*. The system enables you to revote at a later tims, if you wish to change your vote prior to the cut-off time indicated
on the proxy or VIF. Do not mail the printed proxy or VIF if you have voted by the internet or telephone.

Holders whose securities are registered in a company name are encouraged to deliver their proxy or VIF by the
traditional methods of mail or fax in order that they may concurrently provide evidence of authority to sign.

* if your name, address, ID and code are not printed on the enclosed form of proxy, VIF or on the back of this flyer, you are an Objecting
Beneficial Owner that has not consented to having your name disclosed to the issuer for direct mailing of shareholder materials, and this flyer
has been sent to you in error by the intermediary. Such security owners are not abie to use the electronic voting options described herein.

INTERNET VOTING 24 Hours a Day _

Website: http:/fwebvote.pctc.com
Find your ID and code on your proxy or VIF and have it ready before you log in.

If you would like to receive notice of and access to Issuers' material over the Internet in the future,
simply fill in your e-mail address at the bottom of the Internet Voting page.

TELEPHONE VOTING 24 tours aDay |

Toll-Free Number: 1 888 TEL VOTE (1 888 835 8683 )
Find your ID and code on your proxy or VIF and have it ready before you call.

A proxyholder that is not a management proxyholder cannot be appointed by telephone.

RETURN YOUR PROXY BY MAIL OR FAX

PACIFIC CORPORATE TRUST COMPANY
510 Burrard Street 2™ Floor Vancouver BC V6C 3B9

FAX: 604 689 8144
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REQUEST FOR FINANCIAL STATEMENTS RECEIYED

. T
e AR 1b P 13
NOTICE TO SHAREHOLDERS OF INCA PACIFIC RESOURCES INC. ) .
HIATIOHAL
IS Ras

-iF h t},."..-‘-'-

You may choose to receive the Company's financial reports by simply completing the informationSbeldWn &nd
returning this notice in the return envelope provided.

Offering you the option to receive the Company's financial reports is not only a sound environmental choice, but it
also enables us 10 reduce costs by sending these documents only to those sharcholders who wish to receive them.
Ultimately, the choice is yours. As long as you remain a shareholder, you will receive this notice each year and will
be required to renew your request to receive the Company's financial reports.

D Please add my name to the mailing list for the Company so that I may receive interim financial statements
and related MD&A.

I:I Please add my name to the mailing list for the Company so that I may receive the Annual Report, including )
the annual financial statements and related MD&A.

TO: INCA PACIFIC RESOURCES INC. (the "Company")

The undersigned certifies that he/she/it is the owner of securities of the Company, and requests that he/she/it be
placed on the Company's Financial Statement Mailing List in respect of its financial statements.

Name (Please print}

Address

Cin/Province (or State)/Postal Code

E-Mail Address

Signature of shareholder, or if shareholder is a Dated
company, signature of authorized signatory.

Please complete and return this document along with your Proxy in the attached envelope or as indicated
below. As the mailing list will be updated each year, a return card will be reguired from you annually in
order for your name to remain on the list.

Inca Pacific Resources Inc.
Suite 1550, 625 Howe Street
Vancouver, BC V6C 2T6

Tel: (604) 687-3727
Fax: (604) 687-7041







NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS

TAKE NOTICE that the Annual General Meeting of Shareholders of Inca Pacific Resources Inc. (the
"Company") will be held at 2™ Floor, 888 Dunsmuir Street, Vancouver, British Columbia, on:

Thursday, the 17" day of April, 2008
at the hour of 10:00 o'clock in the forenoon (Vancouver time) for the following purposes:

1. To receive the audited financial statements of the Company for the fiscal year ended
November 30, 2007 and the auditor’s report thereon.

2 To reappoint PricewaterhouseCoopers. Chartered Accountants. as auditor of the Company, and to
authorize the directors to fix the remuneration to be paid to the Auditor.

3. To determine the number of directors for the ensuing year at feur (4).

4, To elect Directors for the ensuing year.

5 to approve the amendment to the Company’s Fixed Stock Option Plan as more particularly
described n the accompanying Management Information Circular;

6. To receive the report of the Directors; and

7. To transact such other business as may properly come before the Meeting or any adjournment or
adjournments thereof, :

Accompanying this Notice is the Annual Report (containing the Company’s audited consolidated financial
statements for the fiscal year ended November 30, 2007), including Management's Discussion and
Analysis of Operating Results, as well as the Management Information Circular (the “Information
Circular”), a form of Proxy and Request for Financial Statements. The accompanying Information
Circuiar provides information relating to the matters to be addressed at the Meeting and is incorporated
into this Notice.

A Shareholder unable to attend the Meeting in person is entitled to appoint a proxyholder to stter.d
and vote in his stead. If you are unable to attend the Mecting, or any adjournment thereof, in
person, please date, execute, and return the enclosed form of Proxy in accordance with the
instructions set out in the notes (o the proxy and any accompanying information from your
intermediary.

Dated at Vancouver, British Columbia, this 20® day of March, 2008.
BY ORDER OF THE BOARD OF DIRECTORS

“Anthony Floyd”
President
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MANAGEMENT INFORMATION CIRCULAR

625 Howe Street, Suite 1550
Vancouver, British Columbia, Canada V6C 2T6

Tel: 604-687-3727
Fax: 604-687-7041
Email: info@incapacific.com
Website: www.incapacific.com




~ INCA PACIFIC RESOURCES INC.
‘MANAGEMENT INFORMATION CIRCULAR

... containing information as at March 19, 2008
(unless otherwise noted)

SOLICITATION OF PROXIES
This Management Information O.ircu]ar {the “Information Circular” } ls furnished in connection with the VQOliCilélliOn
of proxies by management of INCA PACIFIC RESOURCES INC. (the "Company.) of Suite 1550, 625 Howe
Street, Vancouver, British Columbia, for use at the 2008 Annual General Meeting of Members (the "Meeting") to be

held on Thursday, the L ead day -of April, 2008 at the time and place and for the purposes set forth in the .

accompanying Notice of Meeling.

The Company will bear the expense of this solicitation. It is expected the solicitation will be made primarily by
mail, but regular employees or representatives of the Company (none of whom shall receive any extra compensation
for these activities) may also solicit by telephone, facsimile and. in person and arrange for Iniermediaries to send this
Managcmenl Information Circular and the form of proxy to their prmc1pals al the expense of the Company.

The contents apd thc scndmg of this Management Information Circular have bcm approved by the Dlrccrors of the ]

Companv
RECORD DATE

The Dlrectors of 1he Company have set the closc of business on March 13 2008 as lhe record date (the “Record
Date™) for dctermmmg which shareholders shall be entitled .to receive notice of and to vote at the Meeting. Only

shareholders of record as of the Record Date shall be entitled to receive notice of and to vote at the Mecting unless,

after the Record Date, a shareholder transfcrs its common_ shares and the transferee (the “Transferge™), upon
establishing lhal the Transfcrcc owns such common shares requests in wrltmg, at least 10.days prior to the Meeting
or any adjoummcms lhereof that the Transferee may have his or her name included on the list of shareholders
entitled to vole at the Meeting, in which case the Transferee is entitled to vole such shares at the Meeting. Such
wrilten request by the Transfereg sha!l be-filed with the Secretery of the-Company, Suite 1550, 625 Howe Street,
Vancouver, British Columbia, V6C 2T6.

APPO':N"TMENT OF PROXYHOLDERS

[ e oy

ate

The persons narned m lhe accompanymg form of proxy are deSIgnaled as proxy holders by managemcm of the .

Company Cie

A REGISTERED SHAREHOLDER WISHING TO APPOINT SOME OTHER PERSON (WHO NEED NOT BE A
SHAREHOLDER) TO, REPRESENT HIM OR HER AT THE MFETING HAS THE RIGHT TO DO S0, EITHER
BY INSERTING SUCH PERSON S NAME IN THE BLANK_ SPAPE PROVIDED. IN THE PROXY AND
STRIKINC OUT THE TWO PRINTFD NAMES OR BY. COMPLET]NG ANOTHER PROXY.

If returmng by ma1l or fax the proxy musl be complelcd dated emd sngncd by Lhc shareholdcr or by hlS or her
attorney authorized in Wl’lllllg, or, if the shareholder is a corporauon by an ofﬁccr or director thereof as an
authorized signatory.

A proxy will not be valid unless the completed, dated and signed form of proxy, is received by Pacific Corporate
Trust Company, 2" Floor, 510 Burrard Street, Vancouver, British Columbm V6C 3B9 not less than 48 hours
(cxcludmg Saturdays ‘Sundays. and holldays) before the Meelmg at which thc person named therein purports to vole
in respect thereof, or deposned with the Chairman of the Meetmg al,any, time prior to the commencement of the
Meeting. Proxnes can bc sent 1o Pac11'1c Corporate Trust Company usmg onc of the following methods:

-((\_ g



-

BY MAIL OR FAX: Lo o 5L - 1| Pacifi¢ Corporate Trust Company
510 Burrard Street, 2nd Floor
R . ”.Vancouver,lBrmsh,Colun:bla

e T s Chinada’ “V6C3B9
| Faxi' 604-689-8144

BY TELEPHONE (24 hours a day, 7 days a week): = 1 -888-Tel-Vote (1-888-835-8683)

‘: ¢ A

BY INTERNET (24 hours a Day, 7 days a week): ] http://www.webvote.pcte.com

NOTE: Do net mail the printed Proxy or VIF if you have voted by the internet, telephone or fax.
X P B . S B - . .
The Chairman of the Meeting will have the discretion to accept or reject proxies blhérivise deposﬁitod. o

The Proxy must be signed by the shareholder or by 1he 9hareho]dcr s altorney in writing, or, if lhc shareholder is a
corporation signed by a duly aulhorlzed officer. ‘

REVOCATION OF PROXIES S

Any registered shareholder who has returned a Proxy may revoke it at any lime before it has been exercised. In
addition 1o revocation in any other manner permitted by law, a Proxy may be tevoked by instniment in writing,
including a Proxy bearing a later date, executed by the registered shareholder or by an attorney authorized in writing
or, if the registercd sharcholder is a corporation by a duly authorized officer or attorney thereof duly authorized.

The instrument revoking the Proxy must be deposited at (i) the registered office of the Company, Blake Cassels &
Graydon LLP, 595 Butrard Street, P.O. Box 49314, Suite 2600, Three Bentall Centre, Vancouver British Co]umbla
Canada, V7X 1L3, at any ime up to and including the last busmess day preceding the date of lhe Meetmg or any
adjournment thereof duly authorized; OR' (i) provided 16 the Chairman at the Meeting. " Only’ registered '
shareholders have the right to revoke a Proxy. Non-registered shareholders who wish to change their vote
must, at least 7 days before the Meeting, arrange for thelr respeetwe Intérmediaries to revoke the Proxy on
their behalf

ADVICE TO BENEFICIAL SHAREHOLDERS OF COMMON SHARES_

The information set forth in this section is of sxgmﬁcarll importance 10, many shareholders as a substantial number of
shareholders do not hold common shares ih tHéir name.” Sharéholders who do ot hold their shares in their own
name (“Beneficial Holders™) should note that only proxies deposited by shareholders whose names appear on
the records of the Company as the registered holders of common shares can be recognized and acted upon at
the Meeting. If comimon shares are listed in an account statement provided to a Beneficial Shareholder by a
broker, then in almost all cases those common shares will not be registered in the Beneficial Shareholder’s
name on the records of the Company Such common shares will more likely be reglstered under the hame of
the Beneficial Shareholder’s broker or an agent of that broker. In Canada, the vast majority of such
common shares are’ reglstered under the name of CDS&Co {the reglstratlon name for The Canadian
Depository for Securities L]rmled which ‘acts as Mominée for 'many Canadian brokerage firms). Common
shares held by brekers or their agents or nominees can only be voted (for or against resolutions) upon the
instructions of the Bénéficial Shareholders. Therefore Beneficial Shareho]ders should ensure’that instructions
respecting the voting of their common shares afe communicated Lo the "appropriate person well in advance of the
Meeting. |

Applicable regulatory policies require intermediaries/brokers te seek voting instructions from Beneficial
Shareholders in advance of shareholders meetlngs Every mtermedlarylbroker has its own mailing
procedures and provides its own return instructions to clients, which should be carefully followed by
Beneficial Shareholders in order to ensure that their commen shares are voted at ‘the Meeting. The form of
proxy supplied to a Beneficial Shareholder by its brokér (or the agent of the broker) is similar to the form of
proxy provided to registered shareholders by the Company. However, its purpose is limited to instructing the
registered sharecholder (the broker or agent of the broker) how to vote on behalf of the Beneficial
Shareholder. The majority of brokers now delegate responsthility for obtaining instructions frem clients to
ADP Investor Communications (*ADP”} in Canada. ADP typically applies a special sticker to proxy forms,




v

mails those forms to the Beneficial Starehoiders and asks Beneficiai Sharehclders to return the proxy forms
to ADP. ADP then tabulates the results of all instructions received and provides appropriate instructions
respecting the voting of shares to be presented at the Meeting. A Bencf{icial Sharcholder receiving a proxy wiil
an ADP sticker on it cannot usc that proxy to vote common shares dircetly. at the Meeting. -The proxy must b
returned to AP well in advance of the Meeting in order to have the common shares voled.,

Although a Beneficial Shareholder may not be recognized directly at the Meeting for the purposes of voting
common shares registered.in the.name of his broker (or agent of the.broker), a Beneficial Sharcholder may
attend at the Meeting as proxyhelder for the registered shareholder and vote the common, shares in that
capacity. Beneficial Shareholders who wish to attend at the Meeting and indirectly vote their common shares as
proxyhelder for the registered shareholder should enter their own names in the blank ‘space on the instrument of
proxy provided to. them and return the same to their broker (or'the agent’s broker) in-accordance with the
mnstructions provide by such broker (or agent), well in advance of the Meeting. Alternatively, a Beneficial
Shareholder may request in writing that their broker send to the Beneficial Sharcholder a tegal proxy which would
enable the Beneficial Shareholder to attend at the Meeting and vote their common sharés. HRIN .

“VOTING:OF SHARES AND.EXERCISE OF DISCRETION OF PROXIES
On any poll, the persons named in the enclosed form of Proxy will vote the shares in respect of which they are
appointed and, where direclions are given by lhc 9hdrcholdcr in respect of volmg for or agamsl any rcsoluuon‘; WIIl

do-so in accordance with siich dlrcctmr

In the abéence'of any directi{;n in the Proxy, it is intended that such shares will be voted in favour of the

motions nroposed to be made at the Meeting as stated under the headings in this Management Information '

Circular. The form of Proxy enclosed when properly. signed, confers discretionary authority with respect to
amendments or variations to any matters which may properly be broughl before the Meeting. At the time of printing
of this Management Information Circular, Management of the Company is not aware that any such amendments,
variations or other maiters are (o be presented for action at the Meeting. However, if any other matters, which are
not now known to the Management, should properly come before the Mecting, the Proxies hereby solicited will be
exercised on such matters in accordance with the best judgment of the proxyholders.

VOTING SHARES AND PRINCIPAL HOLDERS THEREOF ' .

The Company is authorized to issue an unlimited number of common share$ without par value. On March 13, 2008,
the record 'date of the Meeting, 38,658,108 common shares. were issued and outstanding, each share carrying the
right to one vote. On any poll, the persons named in the enclosed Proxy will vote the shares in respect of which they
are appointed. Where directions are given by the shareholder in rcspecl of vulmg for or against any resolution, the
proxy holders will do so in accordance with such direction.

Only sharcholders of record on the close of business on March 13, 2008, who either personally attend the Meeting or
who complete and deliver a Proxy in the manner and subject-to the provisions set out under the heading “Revocation
of Proxies” will be entitled to have his or her shares voted at the Meeting or any adjournnient thereof.”

To the knowledge of the directors .and senior officers of the Company, as at the date of this Management
Information Circular, there are no persons ‘of companies beneficially 'owning, directly or indirectly or exercising
control or direction over, shares carrying more than 10% of the voting I’lghlS atached to all outstanding shares of the
Company, other than Sprott Asset Management (“Sproll”)

As at January 14, 2008, Sprot held approximately 49.47% of the Company’s issued and outstanding share capital as
at that date. Sprott entered into a Voting Agrecment with the Company datéd January 17, 2008 pursuant to which
Sprott agreed o vote common shares it holds in the capital of the Company in accordance with the
recommendations of the Company’s Management.

N
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STATEMENT OF EXECUTIVE COMPENSATION - .

Executive Officers of the Company

The following table sets forth all compensation paid to, or earned by, those who were, at November 30, 2007, 2006
and 2005: (a) the Company’s chief.executive officer. (or an individual who acted in a similar capacity); -(by the
Company’s.chief financial officer (or an individual who acted in a similar capacity) (¢) each of the Company’s four
other most highly. compensated. exccutive officers {except those whose (otal salary and-bonus does not exceed
$150,000); and (d) any-additional individuals whose total salary and bonus exceeded $150,000.during the year
ended November 30, 2007. The Company presently has two Named Executive Officers. namely Anthony Floyd, the
Chiefl Executive Officer (*CEO”) and Sandra M. Lim, the Chiel Financial Officer (“CFO”). All ﬁgurcs are quoted
in Canadian dollars unless otherwise indicated. .

Summary Compensation ‘Table ,

'| Annual-Conipensation = ‘Long Term Compensation
Awards ‘Payouts
Restricted :
Securities { Shares or Alt Other
Name and o Under | Restricted : Conipen-’
Principal Position’ T ' o Options Share LTIP “sation’
'| Year | Salary Bonus | Other Granted Units Payouts
Anthony Floyd 2007 | $120,000 Nil Nil " Nil N/A Nil Nil
President and CEO | 2006 | $75,000 Nil Nil 300,000 N/A Nil Nil
"2005 | $60,000 Nil Nil 100,000 N/A "Nil Nil
Sandra M. Lim® [ 2007 | $32,000 | Nil Nl | Nit, | NA | NA Nil
CFO 2006 | “$16,000°] NI |* Nil© | 200000 ] wa N/A $1,900¢
2005 N/A N/A N/A N/A N/A N/A N/A
Bryan Morris™ - 2007 |° Nl f Nl | Nil XX N/A Nil’ Nil -
Former CFO 2006 Nil Nil Nil 250,000 N/A Nil " Nil
) ] 2005 Nil Nil - Nil ~ | 50,000 N/A Nil Nil
Notes:
) For further panticulars,.see “Termination of Employment, Change in Responsibilitics and Employment Contracts” below:
(3] “SAR” or “stock appreciation right” means a right granted by the Company,-as compcnsauon for services rendered, 10 receive a

payment of cash or an issue or transfer of securities based wholly or in part on changes in the trading price of publicly traded securities
of the Company, No SARs were granted Lo or exercised by the Named Executive Officers or directors during the financial year ended
November 30, 2007.

3 Long term incentive plan awards means "any plan providing compensition intended to serve as an incentive for performance to occur
over a period longer than one financial year, whether performance is measured by reference o financial pecformance of the Company
or an affiliate, or the price of the Company's shares but does not include option or stock appreciation rights plans or plans for
compensation through restricted shares or units”™. No "LTIPs were gramed to (he Namcd Executive Officers or dlrcclors during the
financial year ended November 30, 2007.

{4) For accounting setvices rendered during the financial year ended Novemb