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BACKGROUND

This management'’s discussion and analysis of financial position and results of operations is prepared as
at April 2, 2009, and should be read in conjunction with the audited annual consolidated financial
statements of Lara Exploration Ltd. (the “Company” or “Lara”) as at December 31, 2008 and 2007 and for
the years ended December 31, 2008 and 2007 and the related notes thereto. Those audited annual
consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles. All dollar amounts included therein and in the following management’s discussion
and analysis (“MD&A”") are expressed in Canadian dollars except where otherwise noted. Additional
information relevant to the Company’s activities can be found on SEDAR at www.sedar.com or on the
Company’s website www.laraexploration.com.

COMPANY OVERVIEW

Lara is a prospect generator dedicated to the identification, acquisition and exploration of precious and
base metal deposits and other resource opportunities in South America. The Company currently holds a
portfolio of mineral properties in Brazil, Colombia and Peru. The Company’s strategy is to advance its
projects through prospecting and early-stage exploration and to seek partners through joint ventures or
other associations to fund detailed exploration and project development. By following this strategy, Lara
aims to maximize its discovery opportunities, while minimizing its funding requirements and risk.

EXPLORATION REVIEW

The Company has a large portfolio of mineral properties in Brazil, with on-going exploration programs for
phosphate rock, potash, nickel, gold, tin, copper, iron, lead and zinc mineralization. In Peru the Company
holds the Lara porphyry copper oxide deposit and continues to review opportunities, notably for gold and
silver. During the fourth quarter, the Company began work in Colombia, where it now holds a substantial
portfolio of phosphate exploration claims.

Current year highlights included:

e Sale of the Company’s interest in the Mantaro Project in Peru for a gain of approximately
$4,400,000;

e Completion of a Strategic Alliance with Sprott Resource Corp., whereby the Company is funded
to explore and acquire resource opportunities on behalf of a joint venture between the two
partners;

e Discovery of a substantial zone of primary tin mineralization at S8o Lourenco in northwest Brazil;
and

e Discovery of a new nickel laterite system at Floresta within the Company’s Araguaia Project in
northern Brazil.

The Company has a mandate to build a portfolio of mineral assets using joint ventures to reduce its
investment risk and leverage its intellectual capital. The Company outlined a primary tin mineralization at
S&o Lourenco and significantly increased the size potential of the nickel mineralization at Araguaia, so
that including Lara copper in Peru, the Company now holds three material deposits. Several projects
were dropped through the year and a large portfolio of exploration properties for phosphate rock and



potash were acquired in both Brazil and Colombia. The Company has still not resolved the title disputes
over its Curionodpolis IOCG project in the Carajas District of northern Brazil, but the indications are that
this will have a favorable outcome in 2009.

The Company also completed a very favorable joint venture with Votorantim Metais Zinco S.A. to explore
and develop its Canabrava VMS Project in central Brazil and initial results of this work indicate that the
property has considerable potential. Teck Cominco withdrew from its option to earn into the Araguaia
Nickel Project (“Araguaia Project”) in northern Brazil, but not before outlining a significant nickel
mineralization at the Floresta target, significantly increasing the resource potential of this project. Drill
results on the Company’s Campos Verdes Gold Project in central Brazil were disappointing and CCT
Capital Ltd., the joint venture partner, subsequently relinquished its option over the project.

Brazil
Araguaia Nickel Project

The Araguaia Project comprises 100%-owned exploration licenses located near the town of Conceicéo de
Araguaia in Para State. This is an important emerging nickel laterite district situated east of the Carajas
Iron-Copper-Gold Province. Xstrata discovered the Serra da Tapa and Vale dos Sonhos deposits in 2004
(inferred resources, using a 1% nickel cut-off, of 73.3 million tons grading 1.5% nickel for the combined
deposits). Other deposits in the greater region include the Vermelho (290 Mt @ 0.8% Ni) and Onca-
Puma (110 Mt @ 1.72% Ni) deposits owned by Vale and Anglo Americans' Jacaré deposit. Vale acquired
Onca-Puma at feasibility stage in late 2005, through the takeover of TSX listed Canico Resource
Corporation for C$876 million and the mine start-up is scheduled for late 2009.

On September 20, 2007, the Company entered into an option and joint venture agreement (“Teck
Agreement”) with Teck Cominco Limited’'s Brazilian subsidiary, Teck Cominco Brasil S.A. (“Teck
Cominco”), whereby Teck Cominco had the option to earn a 60% interest in the project by funding
exploration expenditures of US$4,000,000 over a 36-month period. Teck Cominco paid the Company
US$100,000 upon signing and was required to pay US$500,000 upon completion of the US$4,000,000 of
exploration expenditures in order to vest its 60% interest. Upon earning its 60% interest, Teck Cominco
had a one-time option to increase its interest to 75% by solely funding the next US$4,000,000 of
exploration expenditures over a maximum two-year period. In November 2008, Teck Cominco in
accordance with the Teck Agreement forfeited all rights, title and interest in and to the Araguaia Project in
favor of the Company.

The properties are underlain by mafic-ultramafic lithologies that form part of the Araguaia Ophiolite
Sequence. The regional geology consists of North-South to NW-SE trending Proterozoic mobile belts
with intercalated meta-sediments, mafic-ultramafic volcanics and a variety of intrusive lithologies. The
main areas of nickel laterite mineralization are underlain by weathered peridotites, talc-schists and
serpentinites. The country rocks are predominantly metasedimentary quartzites, phyllites and slates of
the Couto Magalhdes Formation, also of Proterozoic age. The Araguaia nickel laterites formed as a
result of residual concentration of nickel, cobalt, chromium, titanium and iron by intense tertiary
weathering of peridotite intrusions. The deposits are commonly preserved beneath highly resistant
silcrete capped plateaus that are considered to be part of an older lateritizing event. These plateaus have
been locally transected by recent drainage patterns affecting the entire Amazon region.

Exploration work undertaken to date on the properties comprises airborne magnetic and radiometric
surveys over the whole area, with airborne electro-magnetic surveys over some of the target areas.
Targets identified from these surveys have been investigated using stream sediment and soil sampling,
followed by auger and diamond drilling. To date 66 diamond drill holes have been completed (47 in
2008), predominantly on the Vila Oito target. A total of 96 auger holes have been completed on other
targets, the most promising being Floresta where indications are that there is potential for another system
as big as Vila Oito. Vila Oito and Floresta represent new grass-roots nickel discoveries and the Company
plans to prepare an updated National Instrument 43-101 technical report in 2009 and seek ways to
continue to advance the project.



At the start of the year, the Araguaia project comprised 310,000 hectares of exploration claims and
licenses. Subsequent to the year end the Company reduced its holdings to 45,000 hectares of exploration
licenses, covering only the main targets and the Vila Oito and Floresta discoveries.

Sao Lourenco Tin Project

On January 29, 2007, the Company signed a lease with an option to purchase agreement with Mineracéo
Céu Azul Ltda. (which currently leases the mine), Companhia de Mineracdo S&o Lourenco Ltda.
(titleholder of the mineral rights) and Companhia Industrial Amazonense (owner of preferential purchase
rights of tin production). Under the terms of this agreement, the Company was required to make
approximately US$73,500 (US$48,000 paid) in staged lease payments over three years and make a one-
time payment of US$1 million by January 2010 to exercise its option to acquire the mineral rights. In
January 2009, the Company agreed to an amendment, whereby it could extend its option for an additional
two years by making payments of US$15,000 (paid), US$30,000 and US$55,000 in January 2009,
January 2010 and January 2011 respectively and by making a one-time payment of US$1 million by May
2012. The Sao Lourenco property lies within the frontier zone and will thus be subject to certain foreign
ownership restrictions at transfer and the Company does not expect to be able to directly own a majority
interest in the mine at that time.

The S&o Lourenco Tin Project comprises 3,409 hectares of Mining Licenses that are held under the terms
of the above-mentioned lease and option agreement and a 435-hectare exploration license held directly
by the Company. A Brazilian company, Mineracéo Oriente Novo S.A., produced some 12,000 tons of tin
from placer mining at Sao Lourenco between 1973 and 1988 and production has continued on a small-
scale since then to keep the licenses in good standing. There are still roads and camp infrastructure
maintained on the property.

In 2007 and 2008, Lara has been sampling two granite stocks, Irene and Isaac, which stand out as hills
within the wide area of past placer tin mining. Artisanal miners have exposed a wide area of fresh and
weathered (saprolite) granite that has now been grid sampled by the Company with channel samples.
Coarse-grained tin mineralization in the form of cassiterite (tin oxide) is hosted by vein-like zones of
alteration known as “greisens” that form a dense stock-working over most of the exposed area and
extend into the metasedimentary country rocks. The exposed area represents only 40% of the granite
hills and the known mineralization is open in all directions.

The Isaac target is approximately 500 meters in length and 250 meters in width. The target comprises
multiple greisen zones ranging up to 500 meters in length and up to 50 meters in thickness, with an
average grade of 0.54% tin. The Irene target includes multiple zones of mineralization, with individual
zones of up to 300 meters in length and up to 66 meters in thickness, with an average grade of 0.71% tin.

The Company is currently collecting larger samples for mineralogical and grain-size characterization
studies and plans to prepare a technical report on the project in 2009.

Curionépolis IOCG Project

On January 15, 2008, the Company signed an option agreement to acquire a 100% interest in the
Curionopolis Property located in Para State, Brazil. Under the terms of this agreement, the Company has
the option to acquire 100% of the Curiondpolis Property from Redrock Exploration (BVI) Ltd. ("Redrock")
and its Brazilian subsidiaries for US$630,000 in cash payments, US$2,700,000 in exploration
expenditures staged over three years and royalties. The royalties comprise a payment of 50% of net
income on income derived from the sale of iron or iron mining rights and a 2% net smelter return royalty
on any other metals produced. The Company has the option to acquire half of the net smelter return
royalty (i.e. 1%) for US$1,500,000. The option is subject to publication of the exploration license covering
the property and regulatory approval (granted). Redrock and its Brazilian subsidiaries are companies
wholly owned and controlled by the Company's President, Miles Thompson, and Helio lkeda, an
employee of the Company.

The 8,569-hectare property covers a ridge of banded to massive iron formations and several areas of
artisanal workings on Iron Oxide Copper Gold (“IOCG”) style veining. Limited grab sampling during the
Company’s due diligence work returned grades as high as 8.4 grams per ton (“g/t") gold and 31.5%
copper from the I0CG veins and between 29.7% and 66.1% iron, from the iron formations. The central



part of the Curionépolis Property covers low angle bedded iron formations that are a mixture of massive
hematite-rich material and silica-hematite banded iron formations that extend for several kilometres and
rising over 100m above the surrounding topography. Nine check samples were collected of massive and
banded material from different parts of the ridge.

The southern portion of the Curionépolis Property, topographically separate from, and stratigraphically
below, the ridge of iron formations is host to at least eight roughly north-south oriented copper vein
systems ranging from 0.5 to 2.0 meters thick within wider 3.0 to 4.0 meter zones of carbonate alteration.
The known vein systems are approximately 50 meters apart and exposed at surface, hosted by a NNW-
SSE oriented belt of mafic rocks. The veins are high-angle and oriented around north to south, varying
20-30 degrees both sides of north and are likely to merge in places. The mineralization appears to be
IOCG-type, similar to that seen in several copper (gold) deposits in the district. Twenty-six check
samples were collected from different artisanal workings during due diligence, with twenty-two returning
greater than 1% copper and eight returning greater than 1 g/t gold.

Campos Verdes Gold Project

The Campos Verdes Gold Project (the “Project”) comprised 19 exploration licenses covering a total of
32,900 hectares located in Goias State. Ten of the licenses were acquired pursuant to an option
agreement entered into by Pan Brazilian Minerac&o Ltda. (“Pan Brazilian”) dated April 5, 2005. During
2006, the Company made a payment of US$10,000 against this agreement. The Company must pay a
further US$98,500 for each licensed property that is put into production on a commercial scale. The
remaining licenses were acquired by the Company in 2006 and 2007.

On February 27, 2007, the Company signed a property option and joint venture agreement with CCT
Capital Corp., (“CCT”) whereby CCT could earn a 70% interest in the Project by paying US$50,000 on
signing (paid) and incurring exploration expenditures of US$500,000, US$700,000 and US$800,000,
respectively, on or before the first, second and third anniversaries of the effective date. In September
2008, CCT terminated its option and has forfeited all rights, title and interest in the Project.

Exploration work in 2008 focused on past artisanal gold workings on the Jodo Neves structural zone in
the northern part of the property. This northeast to southwest oriented structure has now been covered
by soil geochemistry for more than 12 kilometres along its strike length. Regolith and geological mapping
was also carried out along the trend and reconnaissance soil sample lines were completed across a
number of other anomalies. Detailed ground geophysical work, including Induced Polarization, Resistivity
and Magnetic surveys were completed on both the Jodo Neves-Jeovah trend and at Modesto, another
area of abandoned artisanal workings in the southern part of the property.

Diamond drilling tested the down-dip extensions of mineralization sampled in the abandoned Jodo Neves
open pit (978 meters in six drill holes) and the Jeovah soil and trench anomalies to the northeast of it (408
meters in three holes). A single 60-meter hole was also drilled at the Modesto target. The assay results
for drill holes testing the Jodo Neves and Jeovah targets have only indicated a few uneconomic narrow
low-grade gold intervals with the best intersections of 0.98 meters at 4.54 grams per tonne (“g/t”) gold at
Jodo Neves and 0.94 meters at 6.64 g/t gold at Jeovah.

In early 2009, the Company reduced its holdings to 25,000 hectares and intends to reduce the property
position further through the year, aiming to hold only the main target areas. The gold results for the holes
drilled under the old Jodo Neves pit are very disappointing considering that surface channel sampling
encountered local bonanza gold grades up to 133 g/t gold in the walls of the old pit. Supergene
enrichment of gold in iron oxides may be partly the cause. Although no significant economic gold
mineralization was located by the drilling at Jodo Neves and Jeovah targets there are significant, albeit
lower order, soil geochemical anomalies present elsewhere in the Jodo Neves regional soil grid that could
lie over less well exposed, but better mineralized sections in the regional shear zone.

Canabrava VMS Project

In 2006, 2007 and 2008, the Company registered claims for a total of 28,500 hectares covering strike
extensions of the Palmeirdpolis Volcanogenic Massive Sulphide (“VMS”) Deposits, which are a series of
zinc, lead, copper, silver and gold sulphide ore bodies discovered by the CPRM (Brazilian Geological
Survey) in the 1970’s. Lara has been gradually acquiring mineral rights along this trend over the last few



years as it sees considerable potential to discover additional mineralization using modern geophysical
methods and that the base metal focused exploration work of the 1970’s may have under-estimated the
gold and silver potential of the district.

Details of the Palmeir6polis deposit are in the public domain, published in a CPRM report from the year
2000, entitled “Zinco, Chumbo e Cobre de Palmeirépolis Estado de Tocantins”. This report shows that
the CPRM drilled ~32,000m of diamond core at Palmeirépolis in the 1970’s, of which ~26,000 was used
to define four ore bodies (C1 to C4) with resources of 5.5 million tons at an average grade of 5.28% zinc
and lead, 0.83% copper and 23.95 grams per ton silver. These resources are historical and not compliant
with National Instrument 43-101 reporting standards, however, they are considered material to the
prospectivity of the Lara property. The Palmeirépolis ore bodies do not outcrop at surface and were
targeted using geophysics. The Company believes there is considerable potential to discover additional
mineralization within its properties using modern geophysical methods and that the base metal focused
exploration work in the 1970’s may have under-estimated the gold and silver potential of the district.

In May 2008, the Company signed a Letter of Intent (“LOI") with Votorantim Metais Zinco S.A.
(“Votorantim Metais”). Under the terms of the LOI, Votorantim Metais may earn up to a 75% interest in
the Company’s Canabrava VMS Project, by funding further exploration and development work on the
project. Votorantim Metais can earn an initial 55% interest in the project, by funding $2.5 million of
exploration expenditures over a three year period, with $0.5 million committed in year one (completed). It
may then elect to increase its interest to 70% by delivering a Feasibility Study within a further two years.
Finally, subject to agreement by Lara and a decision to construct a mine at Canabrava, Votorantim Metais
may raise its interest to 75% by funding Lara’s equity cost of the mine development, on terms
substantially the same as those of the debt financing.

The first-year program comprising airborne geophysics and surface sampling was completed by
Votorantim Metais in early 2009, identifying twenty-three new targets, defined as having geophysical
responses similar to those of the known volcanogenic massive sulphide (“VMS”) deposits in the belt.
Twenty-eight hundred and seventy kilometres of VTEM (helicopter-borne time domain electromagnetic)
geophysics were flown over the belt, covering a 645.6 square kilometer area at 250-meter line spacing.
Of the twenty-three new targets, ten are considered priority one, five as priority two and eight as third
priority. Stream sediment geochemistry was also completed over the whole belt. Planned follow-up
comprises soil sampling grids, terrestrial geophysical surveys (magnetic and time domain
electromagnetic) and detailed geological mapping over the target areas to define drill targets.

Tapajés Gold Joint Venture

On April 19, 2007, the Company signed a letter of intent whereby a new company, T'Gold Mineracgao
Ltda., (“T'Gold”) was formed as a joint venture vehicle to acquire properties and explore in the Tapajés
District of Brazil. T'Gold is 50% owned by the Company and 50% owned by two individuals. The
Company contributed seed capital of US$300,000 and the two individuals contributed the initial property
portfolio of 44,800 hectares of exploration claims covering the Santa Felicidade, Santa Cecilia, Castelo,
Colibri, Caic-1 and Caic-2 garimpeiro gold workings. T'Gold will pay a 1.5% net smelter royalty on any
gold production from the Santa Felicidade, Santa Cecilia, Castelo and Colibri areas, but may buy back
half of the net smelter royalty for US$750,000. The Company has contributed additional claim areas in
the district, such that T'Gold now has rights to approximately 100,000 hectares of exploration claims and
garimpeiro rights.

In 2007 and 2008 T'Gold under took an exploration program over the Santa Felicidade property and
reconnaissance programs over some of the other areas. Mineralized structures and veins were identified
in several areas, with in places quite high gold grades, but to date the Company has not identified a target
large enough to justify additional follow-up. The Company has retained its interest in T'Gold and the
mineral rights it holds and continues to review opportunities in the district.

Colorado do Oeste Gold Project
Pursuant to an option agreement entered into by Pan Brazilian dated July 6, 2005, the Company was

granted an option to acquire certain properties located in Rondbnia State, comprising two areas covering
10,000 hectares each. In order to exercise its option, the Company was required to pay a total of US



$170,000 and incur a minimum or US$310,000 in exploration expenditures within the three-year license
renewal period.

Exploration work by the Company in 2007 and 2008 confirmed the presence of high-grade gold in quartz
veining within the artisanal workings on the Project; however, the size potential of these targets was
considered to be limited and the regional work undertaken did not identify significant additional targets
within the property. In July 2008, the Company terminated its option and forfeited all rights, title and
interest in the properties.

Concord Diamond Project

On February 16, 2007, the Company signed an option agreement to acquire 100% of the Concord 1 and
Concord 2 (“Concord”) kimberlite pipes in Ronddnia State within an exploration license 8,850 hectares in
area. In order to exercise its option, the Company was required to pay a total of $230,000 ($22,000 paid)
and a 1% production royalty. The Company had the option to purchase the 1% production royalty for
US$500,000.

In 2008, the Company undertook an exploration program comprising geophysics, geological mapping and
geochemistry, to more accurately locate the kimberlite bodies. Results of this program were
disappointing and in early 2009, the Company relinquished its option on the property.

Fortuna Gold Project

On January 30, 2007, the Company signed an agreement to option out its Fortuna property, which was
acquired as part of the Pan Brazilian acquisition, to HSAK Mineracao Ltda. (“HSAK”"). Under the terms of
the agreement, HSAK paid the Company US$20,000 and has agreed to fund all further exploration
through to a production decision, in exchange for an 80% interest in the property. Once a production
decision is made, the Company may elect to fund its share of mine development or dilute to a 2% net
smelter royalty. Results of the additional exploration work conducted by HSAK have been disappointing
and the Company does not expect to realize any value from this Project.

Serra Azul Tin Project

On March 15, 2007, the Company entered into an option agreement to purchase three mineral licenses in
Rond6nia State covering 11,608 hectares. In order to exercise the option, the Company had to make
cash payments of US$5,000 for the transfer of each license (US$10,000 paid) and a success fee of
US$100,000 for each license that is converted into a mining license and put into production. In the event
that any of the licenses produced either diamonds or tin (and related minerals), a 0.5% royalty would
apply in each case for each license. Each of these royalties could have been purchased for US$500,000.

The Company undertook a program of geological mapping and surface sampling over the project area
and more detailed grid sampling over certain target areas. Results of this program have been
disappointing and the Company relinquished its option in early 2009.

Peru

Lara Copper Project

The Company owns a 100% interest in three mining properties comprising 1,800 hectares through its
wholly-owned subsidiary, Minas Dixon S.A. (“Minas Dixon”). Pursuant to an underlying finder's fee
agreement dated October 5, 1994, Minas Dixon agreed to make staged cash payments to an unrelated
third party (the “Vendor”) in the aggregate amount of US$55,000 over a period of four years (paid). The
Company is also obligated to pay the Vendor a further US$500,000 on commencement of commercial
production from any mineral deposits within the claim area.

During the year ended December 31, 2005, the Company signed a binding letter of intent with Solid
Resources Ltd. (“Solid”), which granted Solid the right to earn an initial 55% interest in the Lara Prospect.
Under the agreement, Solid was required over a three-year period to make staged cash payments to the
Company totaling $500,000 ($200,000 received), complete exploration expenditures of $2,000,000 and a



minimum of 8,000 meters of drilling by November 1, 2008, which included 1,500 meters of diamond and
reverse circulation drilling before the first anniversary of the issue of a drill permit by the Peruvian mining
authorities. Solid did not complete this work commitment within the agreed timeframe; therefore, the
agreement was terminated.

The Lara Copper Project is a porphyry copper-molybdenum deposit, with a leached cap at surface
overlying successive zones to depth of secondary copper enrichment and primary, quartz vein stockwork
mineralization (pyrite, chalcopyrite). Twenty-five drill holes were drilled in three separate programs
between 1997 and 1999, comprising of 2,742 meters of reverse circulation and 134 meters of diamond
drilling.

An independent National Instrument 43-101 technical report on the Lara property entitled "Summary of
Exploration, Metallurgical and Scoping Studies on the Lara Porphyry Copper Property and Proposed
2005 Exploration Program, Rio Viscus, Palpa, Peru" was authored by John Nebocat, P. Eng. dated
February 9, 2004 and revised March 31, 2005 (a copy of which has been filed on SEDAR at
www.sedar.com). The report detailed the Lara property, including an inferred mineral resource estimate
of 18.6 million tons grading 0.53% copper using a 0.2% copper cut-off. Within this inventory are higher-
grade blocks estimated at 6.5 million tons grading 0.91% copper using a 0.5% cut-off and 4.8 million tons
grading 1.04% copper using a 0.6% copper cut off. The resource is amenable to low cost solvent
extraction and electro-winning (“SX/EW") of copper metal.

Two vertical diamond drill holes were completed in late 2007 to confirm the historic resource. Hole LA-
07-01 was completed to a depth of 121.7 meters and intercepted a 20 meter interval (88-108 meters)
averaging 1.2% Cu. Hole LA-07-02 was completed to a depth of 292.1 meters and intercepted 13.7
meters (58-71.1 meters) averaging 0.93% Cu. Both intercepts occur within the zone of secondary
sulphide enrichment in association with blebs, stringers and coatings of supergene chalcocite. The
deposit remains open to the east, west, and south, both as extensions to the supergene chalcocite
blanket and as transported copper oxides occurring in fractured intrusive rocks peripheral to the leached
cap. In particular, strongly-altered and leached intrusive rocks, with associated stockwork mineralization
and secondary copper oxide, occur over 800 meters east of the main Lara Zone (Mina de Socos) and are
entirely untested by drilling.

Mantaro Project

The Company was part of the Mantaro Group, an unincorporated joint venture that held the rights to the
Mantaro Project in Peru. On November 15, 2007, the Mantaro Group signed an exploration and option
agreement with Sprott Resource Corp. (“Sprott”), a company related by virtue of a director in common.
Sprott had the option to acquire a 100% interest in the Mantaro Project by funding exploration and
technical studies, making certain cash payments and issuing shares in a new project company to the
Mantaro Group. If Sprott exercised its purchase option, the Company would have been issued shares in
the new listed vehicle equivalent to 10% of the outstanding shares at the time. The Company would also
have been entitled to a 0.5% royalty on any production from the Mantaro Project. Sprott would have had
the option to purchase the royalty for the equivalent in cash of 0.5% of the net present value of the project
upon completion of a bankable feasibility study.

In June 2008, the Company sold its interest in the Mantaro Project to Sprott for 1,180,872 common
shares, which had an estimated fair value of $4,623,114. The sale resulted in a gain, net of taxes, of
approximately $4,400,000. The Company retains its right to a 0.5% royalty on any production form the
Mantaro Project. The royalty can still be purchased for the equivalent in cash of 0.5% of the net present
value of the project upon completion of a bankable feasibility study.

Strategic Alliance

In November 2008, the Company signed a definitive agreement (the “Alliance Agreement”) with Sprott to
form a strategic alliance (the “Alliance”) to acquire phosphate, potash and other resource opportunities as
defined by the partners.

Under the terms of the Alliance Agreement, the initial interest of the Company and Sprott is 50% each in
a newly incorporated company which will be the vehicle for the Alliance (the “Venture”). In the first year,



Lara will have a deemed initial contribution of US$500,000 and Sprott will contribute US$500,000 for their
respective 50% interests in the Venture. Sprott may at its election invest a further US$2,500,000 over the
following two-year period to earn up to a 63% interest in the Venture, subject to the Company’s option to
contribute funds to maintain a 50% interest in the Venture. The Company only needs to contribute 50%
of the funds invested by Sprott as the Company will receive a goodwill equivalent of 50% of any funds
invested by Sprott.

To date the Alliance has acquired a substantial grass-roots property portfolio in Brazil and Colombia,
targeting sedimentary phosphate resources and has acquired an area of known potash mineralization in
northeast Brazil. The Alliance has also been reviewing acquisition opportunities.

Michael Bennell, Lara’s Vice President Exploration and a member of the Australasian Institute of Mining
and Metallurgy, is a Qualified Person as defined by National Instrument 43-101 Standards of Disclosure
for Mineral Projects, and is responsible for the preparation and verification of the technical information in
the MD&A.

RESULTS OF OPERATIONS

For the year ended December 31, 2008, the Company reported income of $2,410,822 or $0.13 per
common share as compared to a net loss of $1,805,192 or $0.11 per common share for the comparative
period ended December 31, 2007. The increased income of approximately $4,200,000 is a result of the
gain, net of taxes, from the sale of the Company’s interest in the Mantaro Project to Sprott offset by
higher exploration expenditures.

FOURTH QUARTER RESULTS

The Company recorded a loss for the three month period ended December 31, 2008 of $413,245 or
$0.02 per common share compared to $611,801 or $0.04 per common share for the comparative period
ended December 31, 2007. The decrease in the loss is due primarily due to the decrease in exploration
expenditures in the fourth quarter of 2008 compared to 2007.

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES

The Company’s working capital position at December 31, 2008 was $3,440,000 compared with
$4,449,780 at December 31, 2007. The decrease in working capital of approximately $1,000,000 from
December 31, 2007 was due to exploration expenditures and mineral property acquisition costs of
$1,390,984, capital asset additions of $77,250, operating expenses of $540,582 and current income taxes
of $254,795; offset by share capital issued for cash of $1,061,250 and interest and other income of
$164,782.

All of the Company’s cash and cash equivalents at December 31, 2008 are held in interest bearing
accounts and highly liquid short-term interest bearing investments with maturities of 90 days or less which
can be liquidated at any time without penalties. The Company has not invested in any short-term
commercial paper or asset backed securities.

In addition, at December 31, 2008, the Company had 1,180,872 common shares of Sprott with a fair
value of $3,306,442.

In management’s opinion, the Company has sufficient working capital to meet its commitments for the
2009 fiscal year.



SELECTED ANNUAL FINANCIAL INFORMATION

Periods Ended December 31, December 31, December 31,
2008 2007 2006 ©

Financial Results
Revenues $ - $ - $ -
Exploration expenditures 1,370,984 1,264,662 940,619
Net income (loss) 2,410,822 (1,805,192) (2,211,697)
Net income (loss) per share - basic

and diluted 0.13 (0.11) (0.17)

Dividends declared - - -

Financial Position

Working Capital $ 3,440,000 $ 4,449,780 $ 4,130,896
Mineral Properties 114,442 128,633 245,399
Total Assets 7,640,222 5,158,845 4,508,644
Long-term liabilities - - -
Share Capital 8,852,146 7,790,896 5,916,738
Deficit (7,829,235) (10,240,057) (8,434,865)

(1) The amounts reported for 2006 have been restated to reflect the change in the Company’s accounting policy for mineral property
exploration costs

Total assets in 2008 increased compared to 2007 mainly due to the Sprott shares received on the sale of
the Mantaro Project, capital stock issued or cash and interest income offset by exploration expenditures,
operating expenses and income taxes as a result of the sale of the Mantaro Project.

Total assets in 2007 increased compared to 2006 mainly due to capital stock issued for cash, unspent
exploration advances from CCT, interest income, option payments received and increase in value of long-
term investments offset by exploration expenditures and operating expenses.

In 2007, the Company incurred greater exploration expenditures as a result of a full year of operations in
Brazil compared to a partial year in 2006, as the Pan Brazilian acquisition was completed in the first
guarter of 2006, and incurring expenditures in Peru on the Lara oxide copper project after terminating the
option agreement with the Company’s joint venture partner in 2007.



SUMMARY OF QUARTERLY RESULTS

2008 2008 2008 2008
Quarter Ended Dec. 31 Sep. 30 Jun. 30 Mar. 31
Exploration expenditures $255,250 $471,281 $272,046 $372,407
Stock-based compensation 28,502 13,075 113,352 11,820
Net income (loss) for the period (413,245) (573,419) 3,908,724 (511,238)
Earnings (loss) (Basic and Diluted) (0.02) (0.03) 0.20 (0.03)
2007 2007 2007 2007
Quarter Ended Dec. 31 Sep. 30 Jun. 30 Mar. 31
Exploration expenditures $459,165 $295,720 $278,376 $231,401
Stock-based compensation 83,864 58,130 34,634 -
Loss for the period (611,801) (410,262) (432,231) (350,898)
Loss per share (Basic and Diluted) (0.04) (0.03) (0.03) (0.02)

OFF BALANCE SHEET ARRANGEMENTS
The Company has no off balance sheet arrangements.
CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements requires the Company to select from possible alternative
accounting principles, and to make estimates and assumptions that determine the reported amounts of
assets and liabilities at the balance sheet date and reported costs and expenditures during the reporting
period. Estimates and assumptions may be revised as new information is obtained, and are subject to
change. The Company's accounting policies and estimates used in preparation of the financial
statements are consistent with those set forth in note 2 of the consolidated financial statements for the
year ended December 31, 2008, except as described in “Changes in Accounting Policies” below. They
are considered appropriate in the circumstances, but are subject to judgments and uncertainties inherent
in the financial reporting process.

Mineral Properties

The Company’s accounting policy is to capitalize acquisition costs, net of option payments received, until
the property to which they relate is placed into production, sold or abandoned. Exploration expenditures
are expensed as incurred until such time as the development potential of the property is evidenced by a
positive economic analysis. This policy is an acceptable alternative under Canadian GAAP. On a
guarterly basis, management reviews the carrying values of acquisition costs with a view to assessing
whether there has been any impairment in value. In the event that resources are estimated to be
insufficient to recover the carrying value of any property, the carrying value will be written down to fair
value or written-off, as appropriate.

Stock-Based Compensation
Another significant estimate relates to accounting for stock-based compensation. From time to time, the
Company may grant share purchase options to directors, officers, employees and consultants. The

Company uses the Black-Scholes option pricing model to estimate a value for these options. This model,
and other models which are used to value options, require inputs such as expected volatility, expected life
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to exercise, and interest rates. Changes in any of these inputs could cause a significant change in the
stock-based compensation expense charged in a period.

Asset Retirement Obligation

The Company recognizes statutory, contractual or other legal obligations related to the retirement of
tangible long-lived assets when such obligations are incurred based on an estimate of fair value. The
estimates include an assumption on the rate at which costs may inflate in future periods as well as the
expected timing of future cash outflows. Actual costs and the timing of expenditures could differ from
these estimates.

CHANGES IN ACCOUNTING POLICIES
New pronouncements effective for fiscal 2008

Effective January 1, 2008, the Company adopted, prospectively, the new recommendations of the
Canadian Institute of Chartered Accountants (“CICA”) under the following Handbook guidelines:

Going-Concern

The CICA amended Handbook Section 1400, “General Standards of Financial Statement Presentation”,
which requires management to assess an entity’s ability to continue as a going-concern. When
management is aware of material uncertainties related to events or conditions that may cast doubt on an
entity’s ability to continue as a going-concern, those uncertainties must be disclosed. In assessing the
appropriateness of the going-concern assumption, the standard requires management to consider all
available information about the future, which is at least, but not limited to, twelve months from the balance
sheet date. The adoption did not have a material impact on the consolidated financial statements for any
of the periods presented.

Capital disclosures

The CICA issued Handbook Section 1535, “Capital Disclosures”, which requires the disclosure of both
gualitative and quantitative information that provides users of financial statements with information to
evaluate the entity’'s objectives, policies and procedures for managing capital. This information is
disclosed in Note 15 of the consolidated financial statements.

Financial instruments

The CICA issued two new standards, Section 3862, “Financial Instruments Disclosures”, and Section
3863, “Financial Instruments Presentation”. These sections replace the existing Section 3861, “Financial
Instruments Disclosure and Presentation”. Section 3862 provides users with information to evaluate the
significance of the financial instruments of the entity’s financial position and performance, nature and
extent of risks arising from financial instruments, and how the entity manages those risks. Section 3863
deals with the classification of financial instruments, related interest, dividends, losses and gains, and the
circumstances in which financial assets and financial liabilities are offset. Management's objectives,
policies and procedures for managing such risks are disclosed in Note 14 of the consolidated financial
statements.

Recent Accounting Pronouncements

The CICA issued Handbook Section 3064, “Goodwill and Intangible Assets”, which will replace Section
3062, “Goodwill and Other Intangible Assets”. The new standard 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 expenses as incurred. The new standard applies to annual and interim financial
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statements relating to fiscal years beginning on or after January 1, 2009. Management is currently
assessing the impact of this new accounting standard on its consolidated financial statements

International Financial Reporting Standards ("IFRS")

In 2006, the Canadian Accounting Standards Board ("AcSB") published a new strategic plan that will
significantly affect financial reporting requirements for Canadian companies. The AcSB strategic plan
outlines the convergence of Canadian generally accepted accounting principles with IFRS over an
expected five year transitional period. In February 2008, the AcSB announced that 2011 is the
changeover date for publicly-listed companies to use IFRS, replacing Canada's own generally accepted
accounting principles. The date is for interim and annual financial statements relating to fiscal years
beginning on or after January 1, 2011. The transition date of January 1, 2011 will require the restatement
for comparative purposes of amounts reported by the Company for the year ended December 31, 2010.

The Company has completed a preliminary analysis of the significant IFRS-GAAP differences with the
respect to the Company’s financial statements and disclosures. The Company will be quantifying the
potential impact of these differences.

Business Combinations, Consolidated Financial Statements and Non-Controlling Interest

In January 2009, the CICA issued CICA Handbook Section 1582, “Business Combinations”, Section
1601, “Consolidations”, and Section 1602, “Non-Controlling Interests”. These sections replace the former
Section 1581, “Business Combinations”, and Section 1600, “Consolidated Financial Statements”, and
establish a new section for accounting for a non-controlling interest in a subsidiary. Section 1582
establishes standards for the accounting for a business combination, and states that all assets and
liabilities of an acquired business will be recorded at fair value. Obligations for contingent considerations
and contingencies will also be recorded at fair value at the acquisition date. The standard also states that
acquisition-related costs will be expensed as incurred and that restructuring charges will be expensed in
the periods after the acquisition date. It provides the Canadian equivalent to IFRS 3, Business
Combinations (January 2008). The section applies prospectively to business combinations for which the
acquisition date is on or after the beginning of the first annual reporting period beginning on or after
January 1, 2011.

Section 1601 establishes standards for the preparation of consolidated financial statements.

Section 1602 establishes standards for accounting for a non-controlling interest in a subsidiary in the
preparation of consolidated financial statements subsequent to a business combination. It is equivalent
to the corresponding provisions of IFRS International Accounting Standards (“IAS”) 27, Consolidated and
Separate Financial Statements (January 2008).

Sections 1601 and 1602 apply to interim and annual consolidated financial statements relating to fiscal
years beginning on or after January 1, 2011. Earlier adoption of these sections is permitted as of the
beginning of a fiscal year. All three sections must be adopted concurrently. The Company is currently
evaluating the impact of the adoption of these sections.

TRANSACTIONS WITH RELATED PARTIES

The Company did not have any related party transactions, other than noted in the exploration review
under Curionépolis IOCG Project (p. 3) and Strategic Alliance (p. 8) during the year ended December 31,
2008. For the year ended December 31, 2007, the Company paid Quest Capital Corp. (“Quest”), a
company related by virtue of a director in common and an officer of Quest who is a director of the
Company, for office rent and supplies. Quest charged the Company $16,959 for office rent and supplies.
These transactions, occurring in the normal course of operations, are measured at the exchange amount,
which is the amount of consideration established and agreed to by the related parties.
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RISKS AND UNCERTAINTIES

The business of mineral deposit exploration and extraction involves a high degree of risk. Few properties
that are explored ultimately become producing mines. At present, none of the Company’s properties has
a known commercial ore deposit. The main operating risks include: securing adequate funding to
maintain and advance exploration properties; ensuring ownership of and access to mineral properties by
confirmation that claims and leases are in good standing; and obtaining permits for drilling and other
exploration activities. The market prices for silver, gold and other metals can be volatile and there is no
assurance that a profitable market will exist for a production decision to be made or for the ultimate sale
of the metals even if commercial quantities of precious and other metals are discovered.

The Company is operating in countries that currently have varied political environments. Changing
political situations may affect the manner in which the Company operates. The Company’s equity
financings are sourced in Canadian dollars but for the most part it incurs its expenditures in local
currencies. At this time there are no currency hedges in place.

The Company is currently earning an interest in certain of its key properties through option agreements
and acquisition of title to the properties is only completed when the option conditions have been met.
These conditions generally include making property payments, incurring exploration expenditures on the
properties and can include the satisfactory completion of pre-feasibility studies. If the Company does not
satisfactorily complete these option conditions in the time frame laid out in the option agreements, the
Company'’s title to the related property will not vest and the Company will have to write-down the
previously capitalized costs related to that property.

OUTSTANDING SHARE DATA

As at April 2, 2009, there were 19,246,501 common shares issued. In addition, there were the following
options and warrants outstanding:

e 1,845,000 stock options (1,615,000 fully-vested) with a weighted average exercise price of $1.06
per share and terms expiring between January 11, 2011 and October 29, 2013.

e 1,597,500 share purchase warrants with a weighted average exercise price of $1.20 and a terms
expiring September 28, 2009.

FORWARD LOOKING INFORMATION

This MD&A may contain “forward looking statements” that reflect the Company’s current expectations and
projections about its future results. When used in this MD&A, words such as “estimate”, “intend”,
"expect”, "anticipate” and similar expressions are intended to identify forward-looking statements, which,
by their very nature, are not guarantees of the Company’s future operational or financial performance,
and are subject to risks and uncertainties and other factors that could cause Lara’'s actual results,
performance, prospects or opportunities to differ materially from those expressed in, or implied by, these
forward-looking statements. These risks, uncertainties and factors may include, but are not limited to:
unavailability of financing, failure to identify commercially viable mineral reserves, fluctuations in the
market valuation for commodities, difficulties in obtaining required approvals for the development of a
mineral project and other factors.

Readers are cautioned not to place undue reliance on these forward-looking statements, which speak
only as of the date of this MD&A or as of the date otherwise specifically indicate herein. Due to risks and
uncertainties, including the risks and uncertainties identified above and elsewhere in this MD&A, actual
events may differ materially from current expectations. The Company disclaims any intention or
obligation to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise.
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MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The accompanying consolidated financial statements of Lara Exploration Ltd. have been prepared by management
in accordance with Canadian generally accepted accounting principles. The financial information contained
elsewhere in this report has been reviewed to ensure consistency with the financial statements.

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

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

“Miles Thompson” “Michael Sadhra”
Miles Thompson Michael Sadhra
President Chief Financial Officer

March 13, 2009



SmytheRatcliffe

CHARTERED ACCOUNTANTS

AUDITORS’ REPORT

TO THE SHAREHOLDERS OF LARA EXPLORATION LTD.

We have audited the consolidated balance sheets of Lara Exploration Ltd. as at December 31, 2008 and 2007 and
the consolidated statements of operations and comprehensive income, deficit and accumulated other
comprehensive loss, and cash flows for the years then ended. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with 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 the 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 December 31, 2008 and 2007 and the results of its operations and its cash flows for the
years then ended in accordance with Canadian generally accepted accounting principles.

“Smythe Ratcliffe LLP” (signed)
Chartered Accountants

Vancouver, British Columbia
March 13, 2009

7t Floor, Marine Building Fax: 604.688.4675 A Member of PKFIntemational
355 Burrard Street, Vancouver, BC Telephone: 604.687.1231
Canada V6C 2G8 Web: SmytheRatcliffe.com



LARA EXPLORATION LTD.
(An Exploration Stage Company)

Consolidated Balance Sheets
As at December 31

2008 2007
Assets
Current assets
Cash and cash equivalents 3,428,859 $ 4,734,297
Receivables 368,638 88,723
Prepaid expenses and deposits 43,019 28,048
3,840,516 4,851,068
Furniture and equipment (Note 5) 136,958 78,188
Long-term investments (Note 6) 3,328,206 100,956
Mineral properties (Note 7) 114,442 128,633
Future income tax assets (Note 11) 220,100 -
7,640,222 $ 5,158,845
Liabilities
Current liabilities
Accounts payable and accrued liabilities 145,721 $ 271,979
Current income taxes payable 254,795 -
Exploration advances (Note 7) - 129,309
400,516 401,288
Shareholders’ equity
Share capital (Note 9) 8,852,146 7,790,896
Contributed surplus (Note 9) 7,331,391 7,164,642
Accumulated other comprehensive income (loss) (1,114,596) 42,076
Deficit (7,829,235) (10,240,057)
7,239,706 4,757,557
7,640,222 $ 5,158,845
Nature of operations (Note 1)
Approved by the Board of Directors:
Signed: “Michael Winn” Signed: “Miles Thompson” Director

See accompanying notes to the consolidated financial statements.



LARA EXPLORATION LTD.
(An Exploration Stage Company)

Consolidated Statements of Operations and Comprehensive Income

Years ended December 31

2008 2007
(Note 4)
Exploration expenditures (Note 8) 1,370,984 $ 1,264,662
General and administrative expenses
Amortization 1,275 2,052
Management fees 96,839 100,000
Office, rent and administrative services 185,622 169,931
Professional fees 78,863 81,529
Shareholder information and investor relations 76,376 77,841
Stock-based compensation 166,749 176,628
Transfer agent and filing fees 35,993 32,528
Travel and related costs 66,889 77,433
708,606 717,942
Other expenses (income)
Change in fair value of derivative financial instruments (Note 6) 35,192 (25,880)
Foreign exchange loss (gain) (10,594) 7,911
Interest income (133,582) (159,443)
Gain on sale of mineral property (Note 7) (4,623,114) -
Write-off of mineral properties 34,191 -
Other Income (31,200) -
(4,729,107) (177,412)
Income (loss) before income taxes 2,649,517 (1,805,192)
Income tax expense (recovery)
Current 254,795 -
Future (16,100) -
238,695 -
Net income (loss) for the year 2,410,822 $ (1,805,192)
Other comprehensive income (loss)
Net income (loss) for the year 2,410,822 $ (1,805,192)
Change in fair value of financial instruments (Note 6) (1,360,672) 42,076
Future income tax recovery 204,000 -
Comprehensive income (loss) 1,254,150 $ (1,763,116)
Basic and diluted earnings (loss) per share (Note 16) 0.13 $ (0.11)
Weighted average number of common shares outstanding
Basic 19,153,304 16,163,984
Diluted 19,211,534 16,163,984

See accompanying notes to the consolidated financial statements.



LARA EXPLORATION LTD.
(An Exploration Stage Company)

Consolidated Statements of Deficit and Accumulated Other Comprehensive Loss
Years ended December 31

2008 2007
Deficit, beginning of year $ (10,240,057) $ (8,434,865)
Net income (loss) for the year 2,410,822 (1,805,192)
Deficit, end of year $ (7,829,235) $ (10,240,057)
Accumulated other comprehensive income (loss),
beginning of year $ 42,076 $ -
Change in fair value of financial instruments, net of future income
taxes (1,156,672) 42,076
Accumulated other comprehensive income (loss), end of year $ (1,114,596) $ 42,076

See accompanying notes to the consolidated financial statements.



LARA EXPLORATION LTD.
(An Exploration Stage Company)

Consolidated Statements of Cash Flows
Years ended December 31

2008 2007
(Note 4)
Cash flows from (used in) operating activities
Net income (loss) for the year $ 2,410,822 $ (1,805,192)
Items not affecting cash
Amortization 1,275 2,052
Amortization included in exploration expenses 17,205 7,871
Gain on sale of mineral property (4,623,114) -
Stock-based compensation 166,749 176,628
Change in fair value of derivative financial instruments 35,192 (25,880)
Future income tax recovery (16,100) -
Write-off of mineral properties 34,191 -
Changes in non-cash working capital items
Receivables (279,915) 18,719
Prepaid expenses and deposits (14,971) 1,538
Accounts payable and accrued liabilities (126,258) 206,880
Current income taxes payable 254,795 -
Exploration advances (129,309) 129,309
(2,269,438) (1,288,075)
Cash flows from (used in) investing activities
Mineral property acquisition costs (20,000) (65,408)
Mineral property option payments received - 182,174
Purchase of furniture and equipment (77,250) (20,861)
Redemption of short-term investments - 3,638,001
Purchase of long-term investments - (33,000)
(97,250) 3,700,906
Cash flows from financing activities
Issuance of shares for cash 1,061,250 1,900,500
Increase (decrease) in cash and cash equivalents (1,305,438) 4,313,331
Cash and cash equivalents — beginning of year 4,734,297 420,966
Cash and cash equivalents — end of year $ 3,428,859 $ 4,734,297
Supplemental cash flow information
Interest received $ 77,730 $ 254,306
Interest paid $ -$ -
Income tax paid $ - $ -

Supplemental disclosure with respect to cash flows (Note 13)

See accompanying notes to the consolidated financial statements.



LARA EXPLORATION LTD.
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
Years ended December 31, 2008 and 2007

1. NATURE OF OPERATIONS

Lara Exploration Ltd. (the “Company”) was incorporated under the British Columbia Business Corporations
Act on March 31, 2003.

The Company’s principal business activities are the acquisition, exploration and development of mineral
exploration properties in South America, currently with properties in Brazil, Peru and Colombia. The
Company’s continuing operations and ability to meet its mineral property commitments are dependent upon
the Company’s ability to raise additional financing when required.

The Company is currently exploring its mineral properties and has not yet determined whether its mineral
properties contain reserves that are economically recoverable. The recoverability of amounts capitailized for
mineral properties is dependent upon the discovery of sufficient economically recoverable ore reserves,
confirmation of the Company’s interest in the underlying mineral properties, the ability of the Company to
arrange appropriate financing to complete the exploration and development of its mineral properties and upon
establishing future profitable production or proceeds from the sale of the mineral properties.

2. SIGNIFICANT ACCOUNTING POLICIES
Principles of consolidation

These consolidated financial statements include the accounts of the Company and its integrated wholly-
owned subsidiaries, Pan Brazilian Mineracdo Ltda. (“Pan Brazilian”), Nova Fronteira Mineragdo Ltda.,
T'Gold Mineragédo Ltda. (“T'Gold”) and Minas Dixon S.A. (“Minas Dixon”). All significant intercompany
transactions and balances have been eliminated.

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the dates of the financial statements, and the
reported amounts of revenues and expenses during the reported periods. Significant areas requiring use of
management estimates include the determination of impairment of mineral properties, and furniture and
equipment; amounts of reclamation and environmental obligations; amortization rates for furniture and
equipment; fair value of investments, valuation allowance for future income tax assets; and determination of
the assumptions used in calculating fair value of stock-based compensation. While management believes
the estimates are reasonable, actual results could differ from those estimates and could impact future results
of operations and cash flows.

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, bank deposits and short-term, highly liquid investments
that are readily convertible to known amounts of cash and with original maturities of three months or less.

Furniture and equipment

Furniture and equipment is recorded at cost and amortized over the estimated useful lives using the declining
balance method at rates from 10% to 20% per annum.



LARA EXPLORATION LTD.
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
Years ended December 31, 2008 and 2007

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Mineral properties and exploration expenditures

Acquisition costs for mineral properties, net of recoveries, are capitalized on a property-by-property basis.
Acquisition costs include cash consideration and the value of common shares, based on recent issue prices,
issued for mineral properties pursuant to the terms of the agreement. Exploration expenditures, net of
recoveries, are charged to operations as incurred. After a property is determined by management to be
commercially feasible, exploration and development expenditures on the property will be capitalized. When
there is little prospect of further work on a property being carried out by the Company or its partners, when a
property is abandoned, or when the capitalized costs are no longer considered recoverable, the related
property costs are written down to management's estimate of their net recoverable amount. The costs
related to a property from which there is production, together with the costs of production equipment, will be
depleted and amortized using the unit-of-production method.

A mineral property acquired under an option agreement where payments are made at the sole discretion of
the Company, is capitalized at the time of payment. Option payments received are treated as a reduction of
the carrying value of the related acquisition cost for the mineral property until the payments are in excess of
acquisition costs, at which time they are then credited to operations. Option payments are at the discretion of
the optionee and, accordingly, are accounted for when receipt is reasonably assured.

Although the Company has taken steps to verify 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
transfer and may be affected by undetected defects.

The amounts shown for mineral properties represent acquisition costs incurred to date, less recoveries and
write-downs, and are not intended to reflect present or future values.

Asset retirement obligations

The Company recognizes statutory, contractual or other legal obligations related to the retirement of tangible
long-lived assets when such obligations are incurred, if a reasonable estimate of fair value can be made.
These obligations are measured initially at fair value and the resulting costs capitalized to the carrying value
of the related asset. In subsequent periods, the liability is adjusted for any changes in the amount or timing
and for the discounting of the underlying future cash flows. The capitalized asset retirement cost is amortized
to operations over the life of the asset.

Future income taxes

Future income taxes are recorded using the asset and liability method whereby future tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax basis. Future tax assets
and liabilities are measured using the enacted or substantively enacted tax rates expected to apply when the
asset is realized or the liability settled. The effect on future tax assets and liabilities of a change in tax rates
is recognized in income in the period that enactment or substantive enactment occurs. To the extent that the
Company does not consider it more likely than not that a future tax asset will be recovered, it provides a
valuation allowance against the excess.



LARA EXPLORATION LTD.
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
Years ended December 31, 2008 and 2007

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Earnings (loss) per share

Basic earnings per share is calculated using the weighted average number of common shares outstanding
during the year. The Company uses the treasury stock method to compute the dilutive effect of options,
warrants and similar instruments. Under this method the dilutive effect on earnings per share is calculated
presuming the exercise of outstanding options, warrants and similar instruments. It assumes that the
proceeds of such exercise would be used to repurchase common shares at the average market price during
the year. However, the calculation of diluted loss per share excludes the effects of various conversions and
exercise of options and warrants that would be anti-dilutive.

Foreign currency translation

The Company’s subsidiaries are integrated foreign operations and are translated into Canadian dollar
equivalents 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. Income and expense
items are translated at the appropriate transaction date rates, except for amortization, which is translated at
the same rate as the related asset. Translation gains and losses are reflected in the statements of
operations.

Stock-based compensation

The Company accounts for stock-based compensation using a fair value based method with respect to all
stock-based payments measured and recognized, to directors, employees and non-employees. For directors
and employees, the fair value of the options is measured at the date of grant. For non-employees, the fair
value of the options is measured on the earlier of the date at which the counterparty performance is complete
or the date the performance commitment is reached or the date at which the equity instruments are granted if
they are fully vested and non-forfeitable. For directors, employees and non-employees, the fair value of the
options is accrued and charged to operations, with the offset credit to contributed surplus, over the vesting
period. If and when the stock options are exercised, the applicable amounts from contributed surplus are
transferred to share capital.

Revenue recognition

Interest income is recorded as earned at the stated rate of interest of the term deposit over the term to
maturity.

3. CHANGES IN ACCOUNTING POLICIES

Effective January 1, 2008, the Company adopted, prospectively, the new recommendations of the Canadian
Institute of Chartered Accountants (“CICA”) under the following Handbook guidelines:

Going-Concern

The CICA amended Handbook Section 1400, “General Standards of Financial Statement Presentation”,
which requires management to assess an entity’s ability to continue as a going-concern. When management
is aware of material uncertainties related to events or conditions that may cast doubt on an entity’s ability to
continue as a going-concern, those uncertainties must be disclosed. In assessing the appropriateness of the
going-concern assumption, the standard requires management to consider all available information about the
future, which is at least, but not limited to, twelve months from the balance sheet date. The adoption did not
have a material impact on the consolidated financial statements for any of the periods presented.
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LARA EXPLORATION LTD.
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
Years ended December 31, 2008 and 2007

3. CHANGES IN ACCOUNTING POLICIES (Continued)
Capital Disclosures

The CICA issued Handbook Section 1535, “Capital Disclosures”, which requires the disclosure of both
qualitative and quantitative information that provides users of financial statements with information to
evaluate the entity’s objectives, policies and procedures for managing capital. This information is disclosed in
Note 15.

Financial Instruments

The CICA issued two new standards, Section 3862, “Financial Instruments - Disclosures”, and Section 3863,
“Financial Instruments - Presentation”. These sections replace the existing Section 3861, “Financial
Instruments - Disclosure and Presentation”. Section 3862 provides users with information to evaluate the
significance of the financial instruments of the entity’s financial position and performance, nature and extent
of risks arising from financial instruments, and how the entity manages those risks. Section 3863 deals with
the classification of financial instruments, related interest, dividends, losses and gains, and the circumstances
in which financial assets and financial liabilities are offset. Management’s objectives, policies and procedures
for managing such risks are disclosed in Note 14.

Recent Accounting Pronouncements
Goodwill and Intangible Assets

The CICA issued Handbook Section 3064, “Goodwill and Intangible Assets”, which will replace Section 3062,
“Goodwill and Other Intangible Assets”. The new standard 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 new standard applies to annual and interim financial statements relating to fiscal
years beginning on or after January 1, 2009. Management is currently assessing the impact of this new
accounting standard on its consolidated financial statements.

International Financial Reporting Standards ("IFRS")

In 2006, the Canadian Accounting Standards Board ("AcSB") published a new strategic plan that will
significantly affect financial reporting requirements for Canadian companies. The AcSB strategic plan outlines
the convergence of Canadian generally accepted accounting principles with IFRS over an expected five year
transitional period. In February 2008, the AcSB announced that 2011 is the changeover date for publicly-
listed companies to use IFRS, replacing Canada's own generally accepted accounting principles. The date is
for interim and annual financial statements relating to fiscal years beginning on or after January 1, 2011. The
transition date of January 1, 2011 will require the restatement for comparative purposes of amounts reported
by the Company for the year ended December 31, 2010. While the Company has begun assessing the
adoption of IFRS for 2011, the financial reporting impact of the transition to IFRS cannot be reasonably
estimated at this time.
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LARA EXPLORATION LTD.
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
Years ended December 31, 2008 and 2007

CHANGES IN ACCOUNTING POLICIES (Continued)
Business Combinations, Consolidated Financial Statements and Non-Controlling Interest

In January 2009, the CICA issued CICA Handbook Section 1582, “Business Combinations”, Section 1601,
“Consolidations”, and Section 1602, “Non-Controlling Interests”. These sections replace the former Section
1581, “Business Combinations”, and Section 1600, “Consolidated Financial Statements”, and establish a new
section for accounting for a non-controlling interest in a subsidiary. Section 1582 establishes standards for
the accounting for a business combination, and states that all assets and liabilities of an acquired business
will be recorded at fair value. Obligations for contingent considerations and contingencies will also be
recorded at fair value at the acquisition date. The standard also states that acquisition-related costs will be
expensed as incurred and that restructuring charges will be expensed in the periods after the acquisition
date. It provides the Canadian equivalent to IFRS 3, Business Combinations (January 2008). The section
applies prospectively to business combinations for which the acquisition date is on or after the beginning of
the first annual reporting period beginning on or after January 1, 2011.

Section 1601 establishes standards for the preparation of consolidated financial statements.

Section 1602 establishes standards for accounting for a non-controlling interest in a subsidiary in the
preparation of consolidated financial statements subsequent to a business combination. It is equivalent to
the corresponding provisions of IFRS International Accounting Standards (“IAS”) 27, Consolidated and
Separate Financial Statements (January 2008).

Sections 1601 and 1602 apply to interim and annual consolidated financial statements relating to fiscal years
beginning on or after January 1, 2011. Earlier adoption of these sections is permitted as of the beginning of a
fiscal year. All three sections must be adopted concurrently. The Company is currently evaluating the impact
of the adoption of these sections.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current year’s presentation.

FURNITURE AND EQUIPMENT

2008
Accumulated Net
Cost Amortization Book Value
Office equipment $ 83,600 $ 22652 $ 60,948
Field equipment 86,670 10,660 76,010
$ 170,270 $ 33,312 % 136,958
2007
Accumulated Net
Cost Amortization Book Value
Office equipment $ 73,101 $ 12,840 $ 60,261
Field equipment 19,919 1,992 17,927
$ 93,020 $ 14832 $ 78,188
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LARA EXPLORATION LTD.
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
Years ended December 31, 2008 and 2007

6. LONG-TERM INVESTMENTS

In June 2008, the Company received 1,180,872 common shares of Sprott Resource Corp. (“Sprott”) as
consideration for the Company’s interest in the Mantaro Phosphate Project (“Mantaro Project”) (Note 7).

In August 2007, the Company purchased 200,000 units of a private placement offering by CCT Capital Ltd.
(“CCT”) at a price of $0.165 per unit. Each unit consisted of one common share and one share purchase
warrant entitling the holder to purchase one additional common share of CCT at a price of $0.33 per share
until August 7, 2009. The Company allocated the cost between the common shares and share purchase

warrants based on the estimated fair value at the time of acquisition.

The Company has determined that the CCT share purchase warrants are derivative financial instruments and
the CCT and Sprott common shares have been designated as available-for-sale.

2008
Cumulative
Unrealized
Cost Fair Value Gain (Loss)
CCT - 200,000 common shares $ 21,924 20,000 (1,924)
CCT - 200,000 share purchase warrants 11,076 1,764 (9,312)
Sprott — 1,180,872 common shares 4,623,114 3,306,442 (1,316,672)
$ 4,656,114 3,328,206 (1,327,908)
2007
Cumulative
Unrealized
Cost Fair Value Gain
CCT - 200,000 common shares $ 21,924 64,000 42,076
CCT - 200,000 share purchase warrants 11,076 36,956 25,880
$ 33,000 100,956 67,956
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LARA EXPLORATION LTD.
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
Years ended December 31, 2008 and 2007

7. MINERAL PROPERTIES

Brazil Peru Total

Balance, December 31, 2006 $ 245,398 $ 1 3 245,399
Acquisition costs 65,408 - 65,408
Option payments received (182,174) - (182,174)
Balance, December 31, 2007 128,632 1 128,633
Acquisition costs 20,000 20,000
Write-off of mineral properties (34,191) - (34,191)
Balance, December 31, 2008 $ 114,441 $ 1 $ 114,442

Brazil
Araguaia Nickel Project

The Araguaia Nickel Project, acquired as part of the Pan Brazilian acquisition in 2006, comprised six
exploration claims covering 43,000 hectares located in Para State. In 2005, Pan Brazilian optioned these
mineral rights to Xstrata plc (“Xstrata”), whereby Xstrata had the right to earn a 70% interest in the Araguaia
mineral rights by paying US$110,000 (US$40,000 received) to the Company and by incurring at least
US$3.89 million of exploration expenditures by June 2009. In parallel with the Xstrata joint venture, the
Company acquired additional claims and conducted regional exploration in the same district. In March 2007,
Xstrata relinquished its option over the original claim blocks and the resulting combined property comprised
claims and exploration licenses covering approximately 310,000 hectares.

In September 2007, the Company entered into an option and joint venture agreement (the “Teck Agreement”)
with Teck Cominco Limited’s Brazilian subsidiary, Teck Cominco Brasil S.A. (“Teck Cominco”). Under the
terms of the Teck Agreement, Teck Cominco had the option to earn a 60% interest in the Araguaia Nickel
Project by funding exploration expenditures of US$4,000,000 over a 36-month period. Teck Cominco paid
the Company US$100,000 upon signing the Teck Agreement and was required to pay US$500,000 upon
completion of the US$4,000,000 of exploration expenditures in order to vest its 60% interest.

Upon earning its 60% interest, Teck Cominco had a one-time option to increase its interest to 75% by solely
funding the next US$4,000,000 of exploration expenditures over a maximum two-year period. If Teck
Cominco had vested its interest, each party would have been obliged to fund its share of costs on a pro-rata
basis in accordance with its ownership interest. In the event that either party’s interest diluted below 10%,
their interest would have converted to a 1% net smelter return royalty.

In November 2008, Teck Cominco in accordance with the Teck Agreement forfeited all rights, title and
interest in and to the Araguaia Nickel Project in favour of the Company.

Subsequent to December 31, 2008, the Company reduced its land holdings to 45,000 hectares and
continues to hold six exploration licenses.
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LARA EXPLORATION LTD.
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
Years ended December 31, 2008 and 2007

7. MINERAL PROPERTIES (Continued)
Campos Verdes Gold Project

The Campos Verdes Gold Project comprised 19 exploration licenses covering a total of 32,900 hectares
located in Goias State. Ten of the licenses were acquired pursuant to an option agreement entered into by
Pan Brazilian dated April 5, 2005. During 2006, the Company made a payment of US$10,000 against this
agreement. The Company must pay to the optionor a further US$98,500 for each licensed property that is
put into production on a commercial scale. The remaining licenses were acquired by the Company in 2006
and 2007.

On February 27, 2007, the Company signed a property option and joint venture agreement with CCT
whereby CCT may have earned a 70% interest in the Company’s Campos Verdes Gold Project by paying
US$50,000 on signing (received) and incurring exploration expenditures of US$2,000,000 by the third
anniversary.

Under the terms of the agreement, CCT was required to advance funds to the Company, as the operator of
the exploration programs, for agreed-upon exploration programs. During the year ended December 31,
2007, the Company had advances of $129,309 from CCT, which had not yet been expended on the Campos
Verdes Project.

In September 2008, CCT terminated its option to earn up to a 70% interest in the Campos Verdes Gold
Project and has forfeited all rights, title and interest in the Project.

Subsequent to December 31, 2008, the Company reduced its land holdings to 25,000 hectares and
continues to hold six exploration licenses.

Canabrava VMS Project

The Canabrava VMS Project comprises 19 exploration licenses covering a total of 28,500 hectares in Goias
and Tocantins states. The licenses have been registered by the Company from 2006 to 2008.

In May 2008, the Company signed a letter of intent with Votorantim Metais Zinco S.A. (Votorantim Metais”)
whereby Votorantim Metais may earn up to a 75% interest in the Company’s Canabrava VMS Project by
funding further exploration and development work on the project. Votorantim Metais can earn an initial 55%
interest in the project by funding $2.5 million of exploration expenditures over a three-year period, with $0.5
million committed in year one. It may then elect to increase its interest to 70% by delivering a feasibility study
within a further two years. Subject to agreement by the Company and a decision to construct a mine at
Canabrava, Votorantim Metais may raise its interest to 75% by funding the Company’s equity cost of the
mine development, on terms substantially the same as those of the debt financing. Votorantim Metais has
also contributed mineral rights to the joint venture, such that the total holdings are now 53,704 hectares.
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LARA EXPLORATION LTD.
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
Years ended December 31, 2008 and 2007

7. MINERAL PROPERTIES (Continued)

Colorado do Oeste

Pursuant to an option agreement entered into by Pan Brazilian dated July 6, 2005, the Company was granted
an option to acquire certain properties located in Rond6nia State, comprising two areas covering 10,000
hectares each. In order to exercise its option, the Company was required to pay the optionor a total of
US$170,000 (US$10,000 paid) and incur a minimum of US$310,000 in exploration expenditures within the
three-year license renewal period.

In July 2008, the Company terminated its option and forfeited all rights, title and interest in the properties.

Concord kimberlites

On February 16, 2007, the Company signed an option agreement to acquire 100% of the Concord 1 and
Concord 2 (“Concord”) kimberlite pipes in Ronddnia State comprising 8,850 hectares. In order to exercise its
option, the Company was required to pay the optionor a total of $230,000 ($22,000 paid) and a 1%
production royalty. The Company had the option to purchase the 1% production royalty for US$500,000.

Subsequent to December 31, 2008, the Company terminated its option and forfeited all rights, title and
interest on the properties and, accordingly, wrote-off the mineral property acquisition costs.

Curiono6plis

In January 2008, the Company signed an option agreement to acquire a 100% interest in the Curionéplis
Property located in Para State, Brazil whereby the Company has the option to acquire 100% of the
Curiondplis Property from Redrock Exploration (BVI) Ltd. (“Redrock”) and its Brazilian subsidiaries for
US$630,000 in cash payments, US$2,700,000 in exploration expenditures staged over three years and
royalties. The royalties comprise a payment of 50% of net income on income derived from the sale of iron or
iron mining rights and a 2% net smelter return royalty on any other metals produced. The Company has the
option to acquire half of the net smelter royalty for US$1,500,000. The option agreement is subject to
publication of the exploration license covering the property and regulatory approval. Regulatory approval has
been received; publication of the license is still pending.

Redrock and its Brazilian subsidiaries are companies wholly-owned and controlled by the Company’s
President and an employee of the Company.

Fortuna

On January 30, 2007, the Company signed an agreement to option out its Fortuna property, which was
acquired as part of the Pan Brazilian acquisition, to HSAK Mineracéo Ltda. (“HSAK”). Under the terms of the
agreement, HSAK paid the Company US$20,000 and has agreed to fund all further exploration through to a
production decision, in exchange for an 80% interest in the property. Once a production decision is made,
the Company may elect to fund its share of mine development or dilute to a 2% net smelter royalty.
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7. MINERAL PROPERTIES (Continued)
S&o Lourengo Tin Mine

On January 29, 2007, the Company signed a lease with an option to purchase agreement with Mineracdo
Céu Azul Ltda. (which currently leases the mine), Companhia de Mineragdo S&o Lourengo Ltda. (titleholder
of the mineral rights) and Companhia Industrial Amazonense (owner of preferential purchase rights of tin
production). Under the terms of this agreement, the Company was required to make approximately
US$73,500 (US$48,000 paid) in staged lease payments over three years and make a one-time payment of
US$1 million by January 2010 to exercise its option to acquire the mineral rights. Subsequent to
December 31, 2008, the Company agreed to an amendment, whereby it could extend its option for an
additional two years by making payments of US$15,000 (paid), US$30,000 and US$55,000 in January 2009,
January 2010 and January 2011, respectively, and by making a one-time payment of US$1 million by May
2012. The S&o Lourengo mine lies within the frontier zone and will thus be subject to certain foreign
ownership restrictions at transfer and, accordingly, the Company does not expect to be able to directly own a
majority interest in the mine at that time.

Serra Azul

On March 15, 2007, the Company entered into an option agreement to purchase three mineral licenses in
Rondbnia State covering 11,608 hectares. In order to exercise the option, the Company was required to
make cash payments of US$5,000 for the transfer of each license (US$10,000 paid) and a success fee of
US$100,000 for each license that is converted into a mining license and put into production. In the event that
any of the licenses produce either diamonds or tin (and related minerals), a 0.5% royalty would have applied
in each case for each license. Each of these royalties may have been purchased for US$500,000.

Subsequent to December 31, 2008, the Company terminated its option and forfeited all rights, title and
interest on the properties and, accordingly, wrote-off the mineral property acquisition costs.

Tapajos Gold Joint Venture

On Aptil 19, 2007, the Company signed a letter of intent where a new company, T'Gold, which was formed as
a joint venture vehicle to acquire properties and explore in the Tapajés District of Brazil. T'Gold is 50%
owned by the Company and 50% owned by two individuals. The Company contributed seed capital of
US$300,000 and the two individuals contributed the initial property portfolio of 44,800 hectares of exploration
claims covering the Santa Felicidade, Santa Cecilia, Castelo, Colibri, Caic-1 and Caic-2 garimpeiro gold
workings.

T’Gold will pay a 1.5% net smelter royalty on any gold production from the Santa Felicidade, Santa Cecilia,
Castelo and Colibri areas, but may buy back half of the net smelter royalty for US$750,000.

Peru
Lara Prospect

The Company owns a 100% interest in three mining properties comprising 1,800 hectares through its wholly-
owned subsidiary, Minas Dixon S.A. (“Minas Dixon”). Pursuant to an underlying finder’s fee agreement dated
October 5, 1994, Minas Dixon agreed to make staged cash payments to an unrelated third party (the
“Vendor”) in the aggregate amount of US$55,000 over a period of four years (paid). The Company is also
obligated to pay the Vendor a further US$500,000 on commencement of commercial production from any
mineral deposits within the claim area.
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7. MINERAL PROPERTIES (Continued)

During the year ended December 31, 2005, the Company signed a binding letter of intent with Solid
Resources Ltd. (“Solid”), which granted Solid the right to earn an initial 55% interest in the Lara Prospect.
Under the agreement, Solid was required over a three-year period to make staged cash payments to the
Company totaling $500,000 ($200,000 received), complete exploration expenditures of $2,000,000 and a
minimum of 8,000 meters of drilling by November 1, 2008, which included 1,500 metres of diamond and
reverse circulation drilling before the first anniversary of the issue of a drill permit by the Peruvian mining
authorities. Solid did not complete this work commitment, therefore, the agreement was terminated.

Mantaro Project

The Company was part of the Mantaro Group, an unincorporated joint venture that held the rights to the
Mantaro Project in Peru. On November 15, 2007, the Mantaro Group signed an exploration and option
agreement with Sprott, a company related by virtue of a common director. Sprott had the option to acquire a
100% interest in the Mantaro Project by funding exploration and technical studies, making certain cash
payments and issuing shares in a new project company to the Mantaro Group. If Sprott exercised its
purchase option, the Company would have been issued shares in the new listed vehicle equivalent to 10% of
the outstanding shares at the time. The Company would also have been entitled to a 0.5% royalty on any
production from the Mantaro Project. Sprott would have had the option to purchase the royalty for the
equivalent in cash of 0.5% of the net present value of the project upon completion of a bankable feasibility
study.

In June 2008, the Company sold its interest in the Mantaro Project to Sprott for 1,180,872 common shares,
which had an estimated fair value of $4,623,114. The Company retains its right to a 0.5% royalty on any
production from the Mantaro Project. The royalty can still be purchased for the equivalent in cash of 0.5% of
the net present value of the Project upon completion of a bankable feasibility study.

Brazil and Colombia
Strategic Alliance

In November 2008, the Company signed a definitive agreement (the “Alliance Agreement”) with Sprott to
form a strategic alliance (the “Alliance”) to acquire phosphate, potash and other fertilizer feedstock mineral
projects.

Under the terms of the Alliance Agreement, the initial interest of the Company and Sprott is 50% each in a
newly incorporated company, Lara Alliance (BVI) Ltd. (the “Venture”). In the first year, the Company will
have a deemed initial contribution of US$500,000 and Sprott will contribute US$500,000 cash for their
respective 50% interests in the Venture. Sprott may at its election invest a further US$2,500,000 over the
following two-year period to earn up to a 63% interest in the Venture, subject to the Company’s option to
contribute funds to maintain a 50% interest in the Venture. At December 31, 2008, Sprott has expended
$317,224 for exploration expenditures of the Venture.
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8. EXPLORATION EXPENDITURES

Exploration expenditures incurred during the year ended December 31, 2008 were as follows:

Campos
Verdes Curionoplis  Sao Lourenco T'Gold Other Total Brazil Peru Colombia Total
Salaries and
consultants 31,471 $ 150,004 $ 105,524 $ 42,804 $ 319,544 $ 649,347 $ 50,177 $ 23,051 $ 722,575
Office and administrative 11,687 155,842 22,414 2,955 158,476 351,374 6,758 7,419 365,551
Drilling 71,828 - - - - 71,828 - - 71,828
Field costs 114,762 90,086 71,663 14,513 15,427 306,451 - - 306,451
Travel and related costs 1,523 43,714 17,176 13,580 76,349 152,342 64 - 152,406
Assays 35,352 2,043 32,918 14,995 6,287 91,595 8,540 - 100,135
Property maintenance
costs 22,468 1,428 3,991 39 105,189 133,115 - - 133,115
Telecommunications 1,388 7,558 1,163 755 2,414 13,278 - - 13,278
Vehicle - - - - - - 405 - 405
Trenching 905 10,770 15,436 - - 27,111 - - 27,111
291,384 461,445 270,285 89,641 683,686 1,796,441 65,944 30,470 1,892,855
Recoveries (248,746) - - - (242,655) (491,401) - (30,470) (521,871)
$ 42,638 $ 461,445 $ 270,285 $ 89,641 $ 441,031 $ 1,305,040 $ 65,944 $ - $ 1,370,984
Exploration expenditures incurred during the year ended December 31, 2007 were as follows:
Araguaia Campos Other
Generative Verdes Sao Lourenco T'Gold (Note 4) Total Brazil Peru Total
Salaries and
consultants $ 62189 $ 99,074 $ 24958 $ 121,215 $ 193,043 $ 500479 $ 48,099 $ 548,578
Office and administrative 31,708 47,080 2,887 37,657 168,081 287,413 5,038 292,451
Drilling - 115,046 - 31,847 22,687 169,580 - 169,580
Field costs 9,167 60,442 5,645 43,784 21,046 140,084 28,994 169,078
Travel and related costs 15,563 30,257 8,780 20,805 77,663 153,068 1,749 154,817
Assays 4,888 13,966 17,621 31,578 46,366 114,419 1,106 115,525
Property maintenance
costs - 22,635 - 121 61,465 84,221 509 84,730
Telecommunications 135 527 20 316 16,348 17,346 - 17,346
Vehicle - - 5,193 - 3,096 8,289 - 8,289
Trenching - 353 - - 321 674 - 674
123,650 389,380 65,104 287,323 610,116 1,475,573 85,495 1,561,068
Recoveries - (296,406) - - - (296,406) - (296,406)
$ 123,650 $ 92,974 $ 65104 $ 287,323 $ 610,116 $ 1,179,167 $ 85,495 $ 1,264,662
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SHARE CAPITAL
Authorized

Unlimited common shares without par value
Unlimited first preferred shares without par value
Unlimited second preferred shares without par value

Issued and outstanding

Common Shares

Number of Contributed
Shares Amount Surplus
Balance, December 31, 2006 15,379,001 $ 5,916,738 $ 6,961,672
Issued on private placement 1,500,000 1,275,000 -
Issued as finder’s fee 97,500 (39,916) 39,916
Issued on exercise of share purchase
warrants 810,000 607,500 -
Issued on exercise of stock options 45,000 18,000 -
Reclassified on exercise of stock options - 13,574 (13,574)
Stock-based compensation - - 176,628
Balance, December 31, 2007 17,831,501 7,790,896 7,164,642
Issued on exercise of share purchase
warrants 1,415,000 1,061,250 -
Stock-based compensation - - 166,749
Balance, December 31, 2008 19,246,501 $ 8,852,146 $ 7,331,391

Private placements

On September 28, 2007, the Company closed a private placement and issued an aggregate of 1,500,000
units at a price of $0.85 per unit for gross proceeds of $1,275,000. Each unit consisted of one common share
and one non-transferable, common share purchase warrant. Each warrant entitled the holder to acquire an
additional common share at a price of $1.20 per share to September 28, 2009. In connection with this private
placement, the Company issued 97,500 units as a finder’s fee, with an estimated fair value of $39,916, which

have the same terms outlined above.

Share purchase warrants

The continuity of share purchase warrants is as follows:

Number of Weighted Average

Warrants Exercise Price

Balance, December 31, 2006 3,400,000 $0.75
Issued 1,597,500 $1.20
Exercised (810,000) $0.75
Balance, December 31, 2007 4,187,500 $0.92
Exercised (1,415,000) $0.75
Expired (1,175,000) $0.76
Balance, December 31, 2008 1,597,500 $1.20
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9. SHARE CAPITAL (Continued)
Share purchase warrants outstanding as at December 31, 2008 and 2007 are as follows:

2008 2007

Exercise Number of Number of

Expiry Date Price Warrants Warrants
February 15, 2008 $0.75 - 2,575,000
November 17, 2008 $1.30 - 15,000
September 28, 2009 $1.20 1,597,500 1,597,500
$1.20 1,597,500 4,187,500

Stock options

The Company adopted a stock option plan pursuant to the policies of the TSX Venture Exchange. The
maximum number of shares that may be reserved for issuance under the plan is limited to 10% of the issued
common shares of the Company at any time. The vesting terms are determined by the Company’s Board of
Directors at the time of the grant. The changes in stock options outstanding are as follows:

Number of  Weighted Average

Options Exercise Price

Balance, December 31, 2006 1,310,000 $1.10
Granted 375,000 $1.23
Exercised (45,000) $0.40
Forfeited (50,000) $1.35
Balance, December 31, 2007 1,590,000 $1.15
Granted 425,000 $0.78
Forfeited (170,000) $1.21
Balance, December 31, 2008 1,845,000 $1.06

The following table summarizes the stock options outstanding and exercisable at December 31, 2008, with a
weighted average life of 2.94 years:

Number Exercise Number
Outstanding Price Exercisable Expiry Date
January 11, 2006 250,000 $0.51 250,000 January 11, 2011
March 16, 2006 645,000 $1.35 645,000 March 16, 2011
July 10, 2006 250,000 $1.10 250,000 July 10, 2011
November 9, 2006 25,000 $1.03 25,000 November 9, 2011
December 18, 2006 25,000 $1.45 25,000 December 18, 2011
May 14, 2007 75,000 $1.32 50,000 May 14, 2012
October 3, 2007 150,000 $1.22 150,000 October 3, 2012
June 18, 2008 410,000 $0.80 205,000 June 18, 2013
October 29, 2008 15,000 $0.32 15,000 October 29, 2013
1,845,000 $1.06 1,615,000
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9.

10.

SHARE CAPITAL (Continued)

The following table summarizes the stock options outstanding and exercisable at December 31, 2007, with a
weighted average life of 3.60 years:

Number Exercise Number

Outstanding Price Exercisable Expiry Date
January 11, 2006 250,000 $0.51 250,000 January 11, 2011
March 16, 2006 665,000 $1.35 665,000 March 16, 2011
July 10, 2006 250,000 $1.10 250,000 July 10, 2011
November 9, 2006 25,000 $1.03 25,000 November 9, 2011
December 18, 2006 25,000 $1.45 25,000 December 18, 2011
May 14, 2007 75,000 $1.32 25,000 May 14, 2012
October 3, 2007 150,000 $1.22 75,000 October 3, 2012
October 16, 2007 150,000 $1.19 75,000 October 16, 2012

1,590,000 $1.15 1,390,000

Stock-based compensation and contributed surplus

During the year ended December 31, 2008, the Company granted a further 425,000 options to certain
employees, directors and consultants. Accordingly, using the Black-Scholes option pricing model, the stock
options are recorded at fair value. As well, the options granted to consultants that have not vested were
revalued at the end of each quarter using the Black-Scholes option pricing model. The Company recorded a
charge to operations of $166,749 (2007 - $176,628), with the offsetting amount recorded as contributed
surplus. The following weighted average assumptions were used for the valuation of stock options:

2008 2007
Risk-free interest rate 2.9% 4.3%
Expected dividend yield - -
Expected stock price volatility 64% 63%
Expected life of warrants/options in years 2/5 2/5

RELATED PARTY TRANSACTIONS

The Company did not have any related party transactions, other than noted in Note 7 (see Curion6plis and
Strategic Alliance), during the year ended December 31, 2008. For the year ended December 31, 2007, the
Company paid Quest Capital Corp. (“Quest’), a company related by virtue of a director in common and an
officer of Quest who is a director of the Company, for office rent and supplies. Quest charged the Company
$16,959 for office rent and supplies. These transactions, occurring in the normal course of operations, are
measured at the exchange amount, which is the amount of consideration established and agreed to by the
related parties.
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11.

12.

13.

INCOME TAXES

The recovery of income taxes differs from the amount that would have resulted by applying the Canadian
federal and provincial statutory tax rates of 31.00% (2007 — 34.12%) to pre-tax income (losses) as a result of
the following:

2008 2007

Income (loss) before taxes $ 2,649,517 $ (1,805,192)

Expected income tax expense (recovery) $ 821,350 $ (615,932)

Non-taxable portion of capital gain (716,583) -

Utilization of prior year losses (305,032) -

Unrecognized tax losses 458,235 561,797

Permanent differences 51,692 60,265

Other (70,967) (6,130)

Income tax expense (recovery) $ 238,695 $ -
2008 2007

Future income tax assets:

Non-capital loss carry-forwards $ 1,298,097 $ 1,136,753
Investments 205,826 -
Other 13,669 13,480
1,517,592 1,150,233
Valuation allowance (1,297,492) (1,150,233)
Net future income tax assets $ 220,100 $ -

As at December 31, 2008, the Company has unused tax loss carry-forwards that are available to reduce
future taxable income of $Nil (2007 - $1,100,000) and $3,700,000 (2007 - $2,400,000) in Canada and Brazil,
respectively. The tax loss carry-forwards are available indefinitely in Brazil. The valuation allowance reflects
the Company's estimate that the tax assets will likely not be realized and, consequently, have not been
recorded in these financial statements.

SEGMENTED INFORMATION

The Company operates in a single reportable operating segment, being exploration and development of
mineral properties. Except mineral property interests, equipment and exploration expenditures, substantially
all of the Company’s assets and expenditures are located and incurred in Canada. The mineral property
interests are located in Brazil, Peru and Colombia (see Note 7), the equipment is located in Brazil and
substantially all of the exploration expenditures are incurred in Brazil (see Note 8).

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

During the year ended December 31, 2008, the Company received 1,180,872 common shares of Sprott, with
an estimated fair value of $4,623,114, for the sale of the Company’s interest in the Mantaro Project (Note 7).
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14.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

All financial assets and liabilities are recognized when the entity becomes a party to the contract creating the
item. All financial instruments are classified into one of the following five categories: held-for-trading, held-to-
maturity, loans and receivables, available-for-sale financial assets or other financial liabilities. Initial and
subsequent measurement and recognition of changes in the value of financial instruments depends on their
initial classification.

The Company has classified its financial instruments as follows:

Cash and cash equivalents — as held-for-trading
Receivables — as loans and receivables

Long-term investments — as available-for-sale securities
Accounts payable and accrued liabilities — as other liabilities.

The fair values of cash and cash equivalents, receivables, and accounts payable and accrued liabilities
approximate their carrying values due to their short-term maturity. The Company’s long-term investments are
carried at quoted market values.

The Company’s financial instruments are exposed to certain financial risks, including currency risk, credit risk,
liquidity risk and interest rate risk.

Currency risk

The Company is exposed to financial risk related to the fluctuation of foreign exchange rates. The Company
operates in Canada, Brazil, Peru and Colombia, although currently there is limited activity in Peru and
Colombia, and a portion of the Company’s expenses are incurred in Brazilian reals. A significant change in
the currency exchange rates between the Canadian dollar relative to the Brazilian real could have an effect
on the Company’s results of operations, financial position or cash flows. The Company has not hedged its
exposure to currency fluctuations.

At December 31, 2008, the Company is exposed to currency risk through the following assets and liabilities
denominated in Brazilian reals.

Cash and cash equivalents 198,037
Receivables 42,102
Accounts payable and accrued liabilities (182,475)
Net exposure 57,664
Canadian dollar equivalent $ 30,148

Based on the above net exposure as at December 31, 2008, and assuming that all other variables remain
constant, a 10% depreciation or appreciation of the Canadian dollar against the Brazilian real would result in
an increase/decrease of approximately $3,015 in the Company’s pre-tax earnings (loss).
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14.

15.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued)
Credit risk

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet
its contractual obligations. The Company’s credit risk is primarily attributable to its cash and cash
equivalents. The Company limits exposure to credit risk by maintaining its cash and cash equivalents with
large financial institutions. The Company does not have cash and cash equivalents that are invested in asset
backed commercial paper.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The Company ensures there is sufficient capital in order to meet short-term business requirements, after
taking into account cash flows from operations and the Company’s holdings of cash and cash equivalents.

The Company believes that these sources will be sufficient to cover the likely short- and long-term
requirements.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. As the Company’s cash and cash equivalents are currently held
in short-term interest-bearing accounts and highly liquid short-term interest bearing investments,
management considers the interest rate risk to be minimal.

CAPITAL RISK MANAGEMENT

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a
going-concern in order to pursue the development of its mineral properties. In the management of capital,
the Company includes the components of shareholders’ equity as capital. The Company manages the
capital structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may
attempt to issue new shares, option its mineral properties for cash and/or expenditures or dispose of assets.
In order to facilitate the management of its capital requirements, the Company prepares annual expenditure
budgets that are updated as necessary.

The Company’s investment policy is to hold cash in interest-bearing bank accounts and highly liquid short-
term interest-bearing investments with maturities of one year or less and which can be liquidated at any time
without penalties. The Company is not subject to externally imposed capital requirements. The Company
expects its current capital resources will be sufficient to carry its exploration programs and operating costs
through its current operating period.
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16.

EARNINGS (LOSS) PER SHARE

The following is a reconciliation of the number of shares used in the calculation of basic earnings (loss) per
share and diluted earnings (loss) per share for the years ended December 31, 2008 and 2007:

2008 2007
Net income (loss) for the year $ 2,410,822 $ (1,805,192)
Weighted average number of common shares outstanding 19,153,304 16,163,984
Effect of dilutive securities:

Options to purchase common shares 58,230 -
Dilutive potential common shares 19,211,534 16,163,984
Earnings (loss) per share

Basic $ 013 $ (0.11)

Diluted $ 0.13 $ (0.11)
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