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Management’s Discussion and Analysis

This discussion and analysis of financial position and results of operations is prepared as at February 27, 2008 and should
be read in conjunction with the audited consolidated financial statements for the year ended October 31, 2007 of
Adriana Resources Inc. (*Adriana” or the “Company") where necessary. Those financial statements have been prepared
in accordance with Canadian generally accepted accounting principles. Management maintains a system of disclosure
controls and procedures designed to provide reasonable assurance that the assets are safeguarded and the financial and
other factual information contained herein is accurate and reliable. Further, management has evaluated these controls
and procedures and determined that they are appropriate and effective, and have so certified. In the current year, there
have been no changes in the Company's internal control over financial reporting that has materially affected, or is likely
to materially affect, the Company's internal control over financial reporting. All dollar figures included therein and in the
following management discussion and analysis (“MD&A") are quoted in Canadian dollars. Additional information
relevant to the Company'’s activities can be found on SEDAR at www.sedar.com.

Overview

The Company's goal is to become a fully integrated iron ore producer through continued development of its iron ore port
facility in Brazil, through acquisition of iron ore mineral resources in Brazil, and the advancement of the Lac Otelnuk Iron

Project in Quebec, Canada. The Company is currently listed on the TSX Ventures Exchange under the symbol “ADI" and
on the German exchanges under the WKN symbol “AOF7EL".

Mineral Property Interests and Development Projects

Iron Ore Port Facility

Adriana Resources is developing an iron ore port facility in Brazil to facilitate the shipment of iron ore to the world's steel
mills in China, Asia and Europe. The goal of the Company is to become an integrated iron ore producer controlling ore
resources and export facilities in Brazil. In December 2007, the Company completed the purchase of a total of 771,818
square meters of land on the coast of Brazil for the development of an iron ore port facility. The purchase of an additional
85,757 square meters adjacent to the current land holdings is expected to be completed during the second quarter of 2008.

The Company has developed key strategic relationships and established a team of mining, port engineering, shipping and
iron ore trading professionals to assist in advancing the Brazilian iron ore strategy. It is planned that WorldLink Resources
Ltd. will assist the Company in the shipping of iron ore to China and in the development of off-take contracts with end
users in Asia and Europe. Seabulk Systems Inc. will be a manager in the construction of the self-unloading transfer vessels
and development of the Brazilian port facility. The Iron Quadrangle, near Belo Horizonte, contains some of the largest
iron ore deposits in the world. A significant portion of these resources do not have access to the global iron ore market
due to limited access to port facilities in Brazil. Independent miners, both domestic and international, own large ore
resources and currently sell their product within Brazil at a discount to world prices due to the shortage of port facilities.

Adriana recognized this opportunity in 2006 and is now developing an operating port focused on the iron trade. Through
its 75% owned Brazilian subsidiary, Brazore Ltda., Adriana is completing the permitting for the port construction and
anticipates that it will be in operation in 2010. The throughput of the port is expected to commence at 5 million tonnes
per year and ramp up to a possible 50 million tonnes per year by year five, through the expansion of the operation to a
deep water facility.



Lac Otelnuk Iron Project, Northeastern Quebec

The Lac Otelnuk Iron Project lies within the Labrador Trough in Northern Quebec. The deposit is a Lake Superior-type
iron formation (taconite). These types of deposits have been the principle source of iron ore mined in the world. These
formations have been identified over a strike length of approximately 25 kilometers through mapping and exploration
drilling in the 1970s. Drilling in the 1970s (36 holes totaling 1,656 meters) primarily focused on testing the upper iron
formation unit, one of three contiguous cherty-banded magnetite units.

Commencement of the first phase work program began in mid 2006 with the construction of a camp to support a
diamond drill program. Diamond drilling in 2007 consisted of 26 drill holes designed to test all three units of the South
Zone of the deposit known to extend over a strike length of 9,000 meters and was the first phase of a proposed 70 drill-
hole program. Results from the first 16 holes have confirmed the presence of magnetite iron in the upper, middle and
lower iron formation units, thereby increasing the potential for a larger deposit than previous drilling indicated. The
Company's goal is to delineate an “inferred" mineral resource in compliance with CIM standards and National
Instrument 43-101 (“NI 43-101"), and to advance towards the development stage.

The Company is planning to complete the remaining 44 holes on the South Zone as recommended by Watts, Griffis and
McOuat Limited, retained as technical consultants to the project. Future drilling will test the continuity of the deposit
between The South Zone and North Zone as well as test other exploration targets on the 28,980-hectare property.

Mustavaara Fe-Ti-V Project, Finland

The Mustavaara Project consists of 4 exploration claims measuring 356 hectares that cover the former vanadium
producing mine and the adjacent mineralized horizon for a total strike length of five kilometers. The project is located 40
kilometers north of the municipality of Taivalkoski, Oulu province in central Finland. The region, which has excellent
infrastructure and support services, experienced a significant economic downturn following the closure of the mine in
1986. The 1,800 meter long open pit and extensions contain a NI 43-101 compliant, open pittable, measured resource.
(See the NI 43-101 Technical report titled, “A Technical Review of the Mustavaara Vanadium Ore Deposit, Taivalkoski
Commune, Finland", by Velasquez Spring and G. Ross MacFarlane, and dated October 4, 2006). The deposit remains
open at depth and along strike.

The beneficiation test work that was recommended in the technical report was conducted on a bulk sample of the
Mustavaara ore extracted in 2006, and was completed in January 2007. Pyrometallurgical tests were carried out by
Outotec Oyj. and included pelletizing and hardening before carrying out the pre-reduction, smelting and converting tests
of the Mustavaara concentrate. The overall vanadium recoveries from the tests are 27-31% V with a pilot scale
projection for vanadium recoveries to reach approximately 70-75% V. Hydrometallurgical roast-leach tests were carried
out by SGS Lakefield Research Ltd. The optimum vanadium recovery in the leaching phase of the test work was 95.6%
with individual tests consistently returning values over 90%.

A scoping study program initiated in July 2007 is presently under review by third parties as the operating and capital
expenditure estimates of the technical consultant commissioned for the study were found to be too loosely constrained
to effectively recommend a preferred process route for the Mustavaara ore. Preparations are currently underway to
evaluate both the hydrometallurgical and pyrometallurgical process routes in more detail and advance the project
through a pre-feasibility study. Due to the long lead-time required for environmental impact assessment studies and mine
permit applications, Péyry Environment Oy was contracted in September 2007 to begin the environmental impact
assessment (“EIA") program.

The work program for 2008 will focus on continued metallurgical tests, beneficiation optimization, resource expansion,
preliminary mine planning and environmental impact assessment studies. The program will focus on advancing the
project to the feasibility level while the Company investigates various opportunities to maximize shareholder value with
the Mustavaara Project.
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MIE Project (All Night Lake and McGregor Lake), Nunavut, Canada

The MIE Project draws its name from one of the world's largest continental-type magmatic events, the Mackenzie
Igneous Event. This event involved millions of cubic kilometers of magma. These Continental-Type Large Igneous
Provinces can host large, rich platinum group element (PGE) and copper-nickel deposits. The MIE project consists of two
properties, McGregor Lake and All Night Lake, both located on the Muskox Intrusion. The Muskox Intrusion is the main
target area and the largest known magma channel within the Mackenzie Igneous Event. This elongated intrusion is a
subvolcanic chamber which acted as a magma conduit. The base of this type of magma chamber provided excellent
locations for copper, nickel and PGE mineralization to concentrate.

The Company's work to date consisted of permitting, airborne and ground geophysical surveys, mapping and
geochemical sampling, and drilling. Ongoing work includes compilation of current and historic data, as well as 2-D and
3-D modelling of geophysical data that will result in the identification and ranking of drill targets. The next phase of
exploration will entail additional geophysics and drilling.

Within the 10 kilometer long McGregor Lake and the 43 kilometer long All Night Lake properties, a high priority target
corridor remained untested by drilling until 2007. The Company's 2007 drill program, located at the south end of
McGregor Lake, confirmed that a large, metal-rich magma pulse entered the magma chamber from below. This magma
pulse is the probable source of much of the Copper-Nickel-PGE mineralization previously identified along the edges of
the Muskox Intrusion. Future exploration will focus on further drilling of this target.

Bear Valley/UNAD Uranium Joint Venture, Nunavut, Canada

Located in Nunavut, Canada, the Hornby Bay Basin represents an under-explored sedimentary basin with significant
uranium potential. The Company has acquired a land package through staking and joint venture agreements. The
Company identified a large stratabound conductive horizon that is approximately sixteen by six kilometers in extent. It
extends to surface and is nearly horizontal. The Company's 2007 Bear Valley uranium exploration program focused on
prospecting, ground scintillometer surveys, and a single diamond drill hole. As a result of the 2007 uranium prospecting
program, numerous surface uranium anomalies in the Hornby Bay Basin were discovered along faults and fractures
within the basement rocks, near the basal unconformity. The next phase of exploration will entail further ground and
airborne geophysics and drilling.

Project Spin-Out

Adriana, subject to regulatory approval, plans to spin out the MIE and the Bear Valley exploration projects into a new
company to be named MIE Metals Corporation. The Company intends to list and have the shares trade on the TSX
Venture Exchange. Shareholders of Adriana are intended to receive shares of the new company by way of a dividend-in-
kind transaction which, in the discretion of the Company, will be structured in the manner determined in consultation
with the Company'’s legal, financial and tax advisers.

Selected Annual Information

October 31, October 31, October 31,

2007 2006 2005

$ $ $

Total revenues - - -

Net income (loss) (1,201,056) (1,236,479) (288,562)
Net income (loss) per share

— basic and diluted (0.04) (0.06) (0.02)

Total assets 23,245,091 4,433,176 943,049

Total long-term financial liabilities 4,408,877 - -

Cash dividends declared per share - - -




The Company acquired its first mineral exploration project in July 2005 and saw its operating expenses and assets
increase since that time. The Company's total assets increased considerably during the year ended October 31, 2007, as
the Company capitalized expenditures on its exploration and development projects and capitalized the interim payments
on the acquisition of the Brazilian port lands. The Company expects to increase its exploration and development activities
for the foreseeable future and expects its losses to increase as a result.

Results of Operations

Results of Operations for the years ended October 31, 2007 and 2006

Expenses

Total operating expenses were $2,940,083 for the year ended October 31, 2007, compared to $1,421,261 for the year
ended October 31, 2006, for an increase of $1,518,822. The Company's expenses increased in the majority of cost
categories during the year as a result of the increased activity of the Company as it advanced its business plan. During
the current year, the Company completed summer exploration work programs on its mineral properties and entered into
an option for the acquisition of port lands in Brazil.

The Company'’s salaries and wages increased to $863,009 during the current year as compared to $313,473 in the prior
period. Included in salaries and wages in 2007 was $186,618 in stock based compensation due to the granting and
vesting of stock options as compared to $196,391 in 2006. The increase was also a result of hiring additional personnel
and executives in the current year.

Professional fees rose to $399,091 during the year as compared to $119,767 in the comparative year due primarily to
the negotiation and due diligence required on the Brazil port lands acquisition announced in August 2007.

The Company recorded $534,433 in investor relations expenses in the current year for internal and external investor
relations services for shareholder awareness as compared to $138,655 in the prior year. The expenses include
compensation of investor relations staff and attendance of the Company at various industry trade shows as well as
investor trade shows held in North America and Europe.

Net Loss
The Company recorded a net loss of $1,201,056 for the year ended October 31, 2007, compared with a net loss of
$1,236,479 in the prior year.

Summary of Quarterly Results
Oct 31 July 31 Apr 30 Jan 31 Oct 31 July 31 April 30 Jan 31

2007 2007 2007 2007 2006 2006 2006 2006

$ $ $ $ $ $ $ $

Total revenues - - - - - - - -

Net income (loss) (700,220) 325,357 (337,455) (488,738) (251,799) (339,836) (370,319) (274,525)
Net income (loss) per share

— basic and diluted (0.02) 0.01 (0.01) (0.02) (0.01) (0.02) (0.02) (0.01)

The Company's expenses and net loss have increased on average over the last eight quarters due to the Company'’s
aggressive expansion plans as it advances its business plan of exploring and developing its mineral projects. During the
quarters ended October 31, 2007, July 31, 2007 and April 30, 2007, the Company recorded future income tax recoveries
related to flow through financings of $330,750, $686,700 and $339,150, respectively, which decreased the net loss.
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Liquidity
The Company's cash increased to $2,023,620 at October 31, 2007 from $15,750 at October 31, 2006. The Company
had $1,015,000 in short term investments as at October 31, 2006 compared to no such amount in the current year. The

Company's working capital was $617,713 as at October 31, 2007, compared to working capital of $662,527 as at
October 31, 2006.

The Company has no current source of material revenue and expects to fund its future operations by way of equity or
debt financings, or a combination of both.

Capital Resources

During the year ended October 31, 2007, the Company closed four non-brokered private placements for gross proceeds
of $9,634,500 and issued a $5,000,000 convertible debenture. This compares with two private placements for gross
proceeds of $3,289,280 in the prior year. Subsequent to the year ended October 31, 2007, the Company closed two
private placements for gross proceeds of $30,000,000 and the $5,000,000 convertible debenture was converted into
common shares. As at the date of this MD&A, the Company has no other arrangement for sources of financing.

During the year ended October 31, 2007, the Company used $5,840,754 of its cash on exploration and development of
its mineral properties compared to $1,629,654 in the prior year. The Company also used $4,796,240 of its cash on the
acquisition of property and equipment, which included $4,701,329 for the initial payments on the purchase of the Brazil
port lands, as compared to $103,392 in acquisitions in the prior year.

To keep the Company’s mineral claims in good standing, the Company is required to make cash payments and fulfill
work program expenditures. The Company believes it has adequate working capital to fund its minimum operations over
the next twelve months. The Company currently has no long term debt but does have office lease and office equipment
obligations as disclosed in its audited consolidated financial statements.

Transactions with Related Parties

During the year ended October 31, 2007, the Company paid or accrued $56,445 (2006 — $46,775) in geological
consulting fees to directors of the Company and to companies controlled by directors of the Company and paid or
accrued $97,520 (2006 - $nil) in management fees to a director and officer of the Company. During the year ended
October 31, 2007, the Company received rent reimbursements of $33,000 (2006 - $nil) from a company with common
officers and directors.

Fourth Quarter Analysis

During the fourth quarter ended October 31, 2007, the Company incurred a net loss of $700,220 as compared to a net
loss of $251,799 in the fourth quarter of the prior year. During the fourth quarter of 2007, the Company incurred higher
than normal professional fees as part of the costs of negotiating and completing the due diligence on the Brazil port
lands acquisition and the costs associated with the $5,000,000 convertible debenture.



Disclosure of Outstanding Share Data
The following details the share capital structure as of the date of this MD&A.

Expiry date Exercise price $ Number Number
Common shares 69,721,745
Share purchase options August 11, 2010 0.35 1,200,000

October 24, 2010 0.41 50,000

October 10, 2011 0.70 200,000

January 11, 2012 0.90 800,000

February 8, 2012 1.15 50,000

March 4, 2012 1.12 100,000

March 20, 2012 1.36 110,000

September 16, 2012 1.10 250,000 2,760,000
Warrants May 24, 2008 1.75 1,085,225

June 16, 2008 1.10 190,909 1,276,134

Risks and Uncertainties

The Company competes with other mining companies, some of which have greater financial resources and technical
facilities, for the acquisition of mineral concessions, claims and other interests, as well as for the recruitment and
retention of qualified employees.

The Company believes that it is in compliance in all material respects with regulations applicable to its exploration and
development activities. Existing and possible future environmental legislation, regulations and actions could cause
additional expense, capital expenditures, restrictions and delays in the activities of the Company, the extent of which
cannot be predicted. Before production can commence on any properties, the Company must obtain regulatory and
environmental approvals. There is no assurance that such approvals can be obtained on a timely basis or at all. The cost
of compliance with changes in governmental regulations has the potential to reduce the profitability of operations.

The Company has incurred losses since its inception and will not achieve profitability until such time as one of its projects,
assuming a favourable feasibility study, can be developed into a profitable operation.

Cautionary Statement

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 the Company'’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, unfavourable feasibility or scoping studies, fluctuations in the market valuation

for base metals, difficulties in obtaining required approvals for the development of a mine or port, 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 indicated 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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Auditors' Report

To the Shareholders of Adriana Resources Inc.

We have audited the consolidated balance sheets of Adriana Resources Inc. as at October 31, 2007 and 2006 and the
consolidated statements of operations and deficit and cash flows for the years then ended. These consolidated financial
statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these
consolidated 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 consolidated financial statements are free
from material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the consolidated 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 October 31, 2007 and 2006 and the results of its operations and cash flows for the years then ended in
accordance with Canadian generally accepted accounting principles.

Chartered Accountants

Vancouver, British Columbia

February 26, 2008



Consolidated Balance Sheets

As at October 31, 2007 and 2006

2007 2006
$ $
ASSETS
Current assets
Cash 2,023,620 15,750
Restricted cash 50,000 50,000
Short-term investments - 1,015,000
Other receivables 410,060 57,335
Prepaid expenses 166,763 57,658
Deferred costs 12,500 -
2,662,943 1,195,743
Property and equipment (Note 5) 4,857,301 111,746
Mineral properties (Note 6) 11,546,918 3,125,687
Intangible asset (Note 4) 4,177,929 -
23,245,091 4,433,176
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities 1,867,312 518,948
Due to related parties (Note 11 (c)) 159,699 14,268
Interest payable (Note 7) 18,219 -
2,045,230 533,216
Convertible debenture (Note 7) 4,408,877 -
Future income tax liabilities (Note 10) 1,420,496 -
Non-controlling interest 2,543,127 -
10,417,730 533,216
SHAREHOLDERS' EQUITY
Share capital (Note 8(b)) 38,583,734 29,652,994
Contributed surplus (Note 9) 1,393,081 795,821
Equity portion of convertible debenture (Note 7) 600,457 -
Deficit (27,749,911) (26,548,855)
12,827,361 3,899,960
23,245,091 4,433,176

The accompanying notes are an integral part of the consolidated financial statements.

Approved by the Board:

Page 8 % rector
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Consolidated Statements of Operations and Deficit
For the years ended October 31, 2007 and 2006

2007 2006
$ $
Administrative expenses

Amortization 50,684 26,377
Bank charges and interest 9,372 15,901
Conferences 96,037 -
Consulting fees 257,952 137,593
Foreign exchange loss 2,065 -
Interest on long term debt 29,153 -
Investor relations 534,433 138,655
Professional fees 399,091 119,767
Property investigation 114,404 126,525
Rent and office expenses 248,208 210,073
Salaries and benefits 863,009 313,473
Shareholder information 107,783 116,006
Transfer agent and filing fees 38,063 52,790
Travel and entertainment 189,829 164,101
Loss before interest income and non-controlling interest (2,940,083) (1,421,261)
Interest income 168,121 37,849
Non-controlling interest 214,306 -
Loss before income taxes (2,557,656) (1,383,412)
Future income tax recovery 1,356,600 146,933
Net loss for the year (1,201,056) (1,236,479)
Deficit, beginning of the year (26,548,855) (25,312,376)
Deficit, end of the year (27,749,911) (26,548,855)
Basic and diluted loss per common share (0.04) (0.06)
Weighted average number of shares outstanding 32,480,416 20,958,079

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements of Cash Flows

For the years ended October 31, 2007 and 2006

2007 2006
$ $
Cash provided by (used in)
Operating activities
Net loss for the year (1,201,056) (1,236,479)
Items not involving cash:
Amortization 50,684 26,377
Stock based compensation 477,138 196,391
Future income tax recovery (1,356,600) (146,933)
Non-controlling interest (214,306) -
Net changes in non-cash working capital
Receivables and other current assets (474,330) (75,312)
Accounts payable and accrued liabilities (155,511) 82,125
Interest payable 18,219 -
Net cash used in operating activities (2,855,762) (1,153,831)
Investing activities
Change in short-term investments 1,015,000 (815,000)
Acquisition of property and equipment (4,796,240) (103,392)
Mineral property expenditures (5,840,754) (1,629,654)
Change in restricted cash - (50,000)
Net cash used in investing activities (9,621,994) (2,598,046)
Financing activities
Shares issued, net of issuance costs 9,340,195 3,770,086
Proceeds from convertible debenture 5,000,000 -
Advances from related parties 145,431 9,120
Shareholder loan advances - 250,000
Repayment of advances from related party - (15,500)
Repayment of shareholder loan - (250,000)
Net cash provided by financing activities 14,485,626 3,763,706
Increase in cash 2,007,870 11,829
Cash, beginning of the year 15,750 3,921
Cash, end of the year 2,023,620 15,750
Supplementary cash flow information
Interest paid - 9,760

Income taxes paid

The accompanying notes are an integral part of the consolidated financial statements.
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Notes to the Consolidated Financial Statements
For the years ended October 31, 2007 and 2006

1. GOING CONCERN AND NATURE OF OPERATIONS

Adriana Resources Inc. (the “Company") was incorporated under the laws of British Columbia and continued under the
Canada Business Corporation Act. The Company'’s principal business activities include the acquisition, exploration of
resource properties and development of an iron ore port facility in Brazil. The Company is currently listed on the TSX
Venture Exchange.

These financial statements have been prepared in accordance with generally accepted accounting principles in Canada
applicable to a going concern, which assumes that the Company will be able to meet its obligations and continue its
operations for its next fiscal year. Realization values may be substantially different from carrying values as shown and
these financial statements do not give effect to adjustments that would be necessary to the carrying values and
classification of assets and liabilities should the Company be unable to continue as a going concern.

As at October 31, 2007, the Company has no source of operating cash flows and has not yet achieved profitable
operations, has accumulated losses since its inception, and expects to incur further losses in the development of its
business, all of which casts substantial doubt about the Company's ability to continue as a going concern. The
Company's ability to continue as a going concern is dependent upon its ability to generate future profitable operations
and/or to obtain the necessary financing to meet its obligations and repay its liabilities arising from normal business
operations when they come due.

2. ADOPTION OF ACCOUNTING POLICIES

Effective November 1, 2006, the Company has adopted three new accounting standards related to financial instruments
that were issued by the Canadian Institute of Chartered Accountants (“CICA") in 2005. These accounting policy changes
were adopted on a prospective basis with no restatement of prior period financial statements. The new standards and
accounting policy changes are as follows:

Financial Instruments — Recognition and Measurement (CICA Handbook Section 3855)

In accordance with this new standard the Company now classifies all financial assets as either held-to-maturity, available-
for-sale, held for trading or loans and receivables, and classifies financial liabilities as held for trading or other financial
liabilities. Financial assets held to maturity, loans and receivables and financial liabilities other than those held for trading,
are measured at amortized cost. Available-for-sale instruments are measured at fair value with unrealized gains and losses
recognized in other comprehensive income. Instruments classified as held for trading are measured at fair value with
unrealized gains and losses recognized on the statement of operations.

Comprehensive Income (CICA Handbook Section 1530)

Comprehensive income is the change in shareholders' equity during a period from transactions and other events and
circumstances from non-owner sources. In accordance with this new standard, the Company now reports a statement of
comprehensive loss and a new category, accumulated other comprehensive income, would be added to the shareholders'
equity section of the balance sheet. The components of this new category will include unrealized gains and losses on
financial assets classified as available-for-sale and the effective portion of cash flow hedges, if any. There were no such
components to be recognized in comprehensive income for the year ended October 31, 2007.



2. ADOPTION OF ACCOUNTING POLICIES (Cont'd)

Hedges (CICA Handbook Section 3865)

This standard is applicable when a company chooses to designate a hedging relationship for accounting purposes. It
builds on the exiting AcG-13 “Hedging Relationships" and Section 1650 “Foreign Currency Translation”, by specifying
how hedge accounting is applied and what disclosures are necessary when it is applied. The recommendations of this
section are optional and are only required if the entity is applying hedge accounting. The adoption of this standard had
no present impact as the Company has not employed hedge accounting which is consistent with prior years.

As a result of the adoption of these new standards, the Company classified its cash as held-for-trading, short-term
investments as available-for-sale, restricted cash as held-for-trading and other receivables as loans and receivables.
Accounts payable, due to related parties, interest payable and convertible debenture are classified as other financial
liabilities. No adjustments were required to opening equity as a result of the application of these new standards.

3. SIGNIFICANT ACCOUNTING POLICIES

a) Basis of presentation and consolidation
These consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles. They include the accounts of the Company and its wholly owned subsidiaries, 5050 Nunavut
Limited, Brazore Resources Inc., Adriana BVI (inactive) and Adriana Resources Mexico, SA De CV (inactive). All
significant intercompany transactions and balances have been eliminated. The Company's exploration activities in
respect of the UNAD property (Note 6) are conducted through a joint venture which the Company accounts for using
the proportionate consolidation method.

b

~

Mineral properties

The Company records its interests in mineral properties and areas of geological interest at cost. All costs related to the
acquisition, exploration and development of these interests are capitalized on the basis of specific claim blocks or
areas of geological interest until the properties to which they relate are placed into production, sold or management
has determined there to be an impairment of the value.

The recorded cost of mineral exploration interests is based on cash paid, the value of share considerations and
exploration and development costs incurred. The recorded amount may not reflect recoverable value as this will be
dependent on the development program, the nature of the mineral deposit, commodity prices, adequate funding and
the ability of the Company to bring its projects into production.

EIC 126 states that a mining enterprise which has not objectively established mineral reserves and, therefore, does not
have a basis for preparing a projection of the estimated future cash flow from a property is not obliged to conclude
that the capitalized costs have been impaired.

However, EIC 126 references certain conditions that should be considered in determining subsequent write-downs,
such as changes or abandonment of a work program or poor exploration results, and management reviews such
conditions to determine whether a writedown of capitalized costs is required. When the carrying value of a property
exceeds its net recoverable amount, provision is made for the impairment in value.

c) Property and equipment
Property and equipment are recorded at cost less accumulated amortization which is recorded over the useful lives of
the assets on the declining balance basis at the following rates:

Computer equipment 30%
Computer software 100%
Office furniture and equipment 20%

Leasehold improvements 20%
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3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

The Company reviews the carrying value of property and equipment for impairment when facts or changes in
circumstances indicate that the carrying value may not be recoverable. Any excess of fair value over carrying value
would be charged to income in the period that impairment is determined. The amount of impairment, if any, is
determined by assessing recoverability based on expected discounted future cash flows. Any impairment in the
carrying value is charged to earnings in the year incurred.

d

~

Intangible asset

The Company monitors the recoverability of its intangible asset, the option to acquire land and develop a port facility
in Brazil, based on factors such as current market value, future asset utilization, business climate and future
undiscounted cash flows expected to result from the use of the asset. The Company's policy is to record an
impairment loss in the period when it is determined that the carrying amount of the asset may not be recoverable.
The impairment loss is calculated as the amount by which the carrying amount of the asset exceeds its fair value. Any
impairment in carrying value is charged to earnings in the year incurred.

e) Short-term investments
Short-term investments consisted of term deposits held with a chartered bank.

f) Stock-based compensation
The Company has a stock option plan, which is described in Note 8(d). Stock options are recorded at their fair value
over their vesting period as compensation expense, and agents' warrants issued in connection with common share
placements are recorded at their fair value on the date of issue as share issuance costs. On the exercise of stock
options and agents warrants, share capital is credited for consideration received and for fair value amounts previously
credited to contributed surplus. The Company uses the Black-Scholes option pricing model to estimate the fair value
of stock-based compensation.

g) Flow-through shares
Canadian tax legislation permits the Company to issue securities referred to as flow-through shares whereby the
Company assigns the tax deductions arising from the related resource expenditures to the shareholders. When
resource expenditures are renounced to the shareholders and the Company has reasonable assurance that the
expenditures will be made, a future income tax liability is recognized and share capital is reduced.

If the Company has sufficient unused tax loss carry forwards to offset all or part of this future income tax liability and
no future income tax assets have been previously recognized for these carry forwards, a portion of such unrecognized
losses is recorded as income up to the amount of the future income tax liability that was previously recognized on the
renounced expenditures.

h) Income taxes
The Company accounts for income taxes under the asset and liability method. Under this method of tax allocation,
future income tax assets and liabilities are determined based on differences between the financial statement carrying
values and their respective income tax basis (temporary differences). Future income tax assets and liabilities are
measured using the enacted tax rates expected to be in effect when the temporary differences are likely to reverse.
The effect on future income tax assets and liabilities of a change in tax rates is included in income in the year in which
the change is enacted or substantively enacted. The amount of future income tax assets recognized is limited to the
amount that is more likely than not to be realized.

i) Financial instruments
The carrying amounts for cash, restricted cash, short-term investments, other receivables, accounts payable due to
related parties and interest payable approximate their fair values due to their short term maturities.



3.

)

k)

SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

The Company is exposed to currency risk as certain transactions are denominated in Euros, US dollars and Brazilian
Reals. The Company does not have foreign exchange hedges in place at this time. It is management'’s opinion that the
Company is not exposed to significant interest rate or credit risks arising from its other financial instruments and that
their fair values approximate their carrying values, except where separately disclosed.

Loss per share

The Company uses the treasury stock method in computing loss per share. Under this method, basic loss per share is
computed by dividing losses available to common shareholders by the weighted average number of common shares

outstanding during the year. For the years ended October 31, 2007 and 2006, the existence of warrants and options
affects the calculation of loss per share on a fully diluted basis. As the effect of this dilution is to reduce the reported

loss per share, fully diluted loss per share information has not been shown.

Foreign currency translation

Transactions and balances in currencies other than the Canadian dollar are translated using the temporal method.
Accordingly revenues, expenses and non-monetary balances are translated at the rates of exchange prevailing at the
transaction dates, and monetary balances are translated at the rate prevailing at the balance sheet date with the
resulting exchange gains and losses being included in the determination of net loss.

Asset Retirement Obligations

The Company follows the recommendations of Canadian Institute of Chartered Accountants Handbook Section 3110,
“Asset Retirement Obligations” (*CICA 3110") in accounting for asset retirement obligations. CICA 3110 requires
that the estimated fair value of liabilities for asset retirement obligations be recognized in the period in which they are
incurred. A corresponding increase to the carrying amount of the related asset (where one is identifiable) is recorded
and depreciated over the life of the asset. Where a related asset is not easily identifiable with a liability, the change in
fair value over the course of the year is expensed. The amount of the liability will be subject to re-measurement at
each reporting period. The estimates are based principally on legal and regulatory requirements. It is possible that the
Company's estimates of its ultimate reclamation and closure liabilities could change as a result of changes in
regulations, the extent of environmental remediation required, the means of reclamation or cost of estimates. The
Company did not identify any asset retirement obligations at October 31, 2007 or 2006.

m) Measurement Uncertainty

4.

The preparation of financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting year. Significant areas requiring
the use of management estimates relate to the determination of impairment of long-lived assets, the assumptions
used in determining fair value of non-cash stock-based compensation and valuation allowances for future income tax
assets. Actual results could differ from these estimates.

The Company is subject to all of the risks normally associated with mining activities. Changes in estimates and
assumptions will occur based on additional information and the occurrence of future events.

ACQUISITION OF BRAZORE HOLDINGS LTD.

On August 21, 2007, the Company entered in an agreement with Athena Resources LLC (“Athena”) to exchange a

50% interest in its wholly owned subsidiary, Brazore Holdings Ltd. (“Brazore Holdings") for Athena's 93.5% in Brazore

Ltda., previously held by Athena. Under the terms of the agreement, the Company can increase its interest in Brazore
Holdings to 75% by funding Brazore Ltda.'s plan to develop the port in three tranches as follows: (1) US $5.5 million by
October 20, 2007 (paid in current period) to maintain a 50% ownership interest, (2) US $18 million by November 29,

2007 (paid subsequent to the period end) to earn a 60% interest and (3) a further US $33 million by August 20, 2009.
The initial US $23 million was for the purchase of the land and initial engineering. The additional US $33 million will be

used for advanced engineering and feasibility studies, procurement and port development.
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4. ACQUISITION OF BRAZORE HOLDINGS LTD. (Cont'd)

Brazore Holdings has agreed to pay to Athena a royalty of $0.50 per dry tonne of iron ore trans-ported or shipped
through the port facility to an aggregate maximum of $3 million. The royalty is payable as an advance royalty of
$250,000 in equal consecutive quarterly installments to the $3 million maximum.

The transaction is subject to a finder's fee agreement with Alper Consulting Inc. (*Alper") whereby the Company is to
pay to Alper a fee between 1% and 5% of development expenditures of the project to a maximum $350,000. The fee is
payable in cash or common shares, at the election of the Company. If payable in shares, the conversion price will be the
average of the five trading days prior to payment.

At the time of acquisition, the consolidated assets of Brazore Holdings consisted substantially of the option rights to
acquire 857,575 square meters of land comprising three lots of waterfront land in Brazil.

The balance sheet of Brazore Holdings on August 21, 2007 following the investment by the Company of its initial
US $5.5 million contribution was as follows:

Cash 103,915
Receivable 820,388
Property 4,701,350
Accounts payable (110,787)
Net assets acquired, August 21, 2007 5,514,866
Intangible asset (50% of net assets acquired) 2,757,433
Future income tax liability 1,420,496
Intangible asset, October 31, 2007 4,177,929

5. PROPERTY AND EQUIPMENT

2007 2006

Accumulated Net Book Net book

Cost Amortization Value Value

$ $ $ $

Land and permits 4,701,329 - 4,701,329 -
Computer equipment 114,706 40,444 74,262 56,210
Office furniture and equipment 76,449 18,078 58,371 38,680
Leasehold improvements 19,205 4,158 15,047 11,187
Computer software 27,922 19,630 8,292 5,669
4,939,611 82,310 4,857,301 111,746

On August 21, 2007, the Company entered into a port option agreement to acquire 857,575 square meters comprising
three lots of waterfront land in Brazil. To acquire 100% of the land, the Company is required to make the following
payments:

a) $600,000 Brazilian Reals (C$313,450) on signing (paid)

b) $2,544,240 Brazilian Reals (C$1,372,265) thirty days following signing (paid)

c) $2,544,240 Brazilian Reals (C$1,381,762) forty-five days following signing (paid)

d) $2,544,240 Brazilian Reals (C$1,364,125) sixty days following signing (paid)

e) $32,930,880 Brazilian Reals 100 days following signing (paid 90% subsequent to period end to acquire two out of
three lots)



6. MINERAL PROPERTIES

MIE Labrador UNAD
Property Trough Mustavaara Property Total
$ $ $ $ $
Balance, October 31, 2005 573,856 90,860 - - 664,716
Acquisition and maintenance 41,997 528,552 109,536 14,737 694,822
Camp and expediting 283,595 355,738 - 38,671 678,004
Equipment 57,472 5,214 - 4903 67,589
Geochemistry and metallurgical 11,544 - - - 11,544
Geological 91,581 62,716 24,770 8,755 187,822
Geophysics 287,805 - - 1,875 289,680
Permits 14,748 6,770 - 1,627 23,145
Professional and consultants - 235,563 105,898 - 341,461
Project administration 539 11,554 - 73 12,166
Salaries and wages 41,181 - - 5,441 46,622
Travel 29,147 50,327 25,236 3,406 108,116
Incurred during the year 859,609 1,256,434 265,440 79,488 2,460,971
Balance, October 31, 2006 1,433,465 1,347,294 265,440 79,488 3,125,687
Acquisition and maintenance 63,759 718,261 232,158 3,738 1,017,916
Camp and expediting 2,368,589 1,370,380 - 225,696 3,964,664
Drilling 582,491 567,238 - 61,442 1,211,171
Equipment 119,026 57,740 - 22,049 198,815
Geochemistry and metallurgical 65,408 - 337,828 - 403,236
Geological 74,216 293,048 718 3,088 371,070
Geophysics 215,919 277 - 22,167 238,363
Permits 367 2,600 - 8 2,975
Professionals and consultants 20,385 124,879 301,348 - 446,612
Project administration 50,416 33,180 27,980 12,748 124,324
Salaries and wages 223,710 102,867 64,651 68,781 460,009
Travel 68,963 79,428 69,777 4,642 222,810
Less: tax credit - (240,734) - - (240,734)
Incurred during the year 3,853,249 3,109,164 1,034,460 424,359 8,421,231
Balance, October 31, 2007 5,286,714 4,456,458 1,299,900 503,847 11,546,918

MIE Property, Nunavut

All Night Lake/Bear Valley

In August 2005, through its acquisition of 5050 Nunavut Limited, the Company acquired 37 contiguous staked claims on
Crown lands and two adjacent properties covered by Inuit Owned Lands Mineral Exploration Agreements. These
properties are one contiguous block but are targeting two different commaodities. To keep the Inuit Owned Lands Mineral
Exploration Agreements in good standing, the Company must make cash payments and fulfill work commitments as
follows:
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6. MINERAL PROPERTIES (Cont'd)

Annual Annual

cash payment work commitment

$ $

2005 (paid and incurred) 19,711 78,844
2006 (paid and incurred) 39,622 78,844
2007-2009 (2007 paid and incurred) 39,622 197,110
2010-2014 49,278 354,798
2015-2019 78,844 591,330
2020-2024 78,844 788,440
1,213,029 9,421,858

McGregor Lake
The Company owns eleven claims on the Muskox Intrusion known as the McGregor Lake property.

Labrador Trough, Northern Quebec

Otelnuk Lake Property

In November 2005, and amended on July 31, 2006 and November 23, 2006, the Company entered into an Option
Agreement to earn a 100% interest in the Otelnuk Lake iron deposit located in northeastern Quebec. The property
consists of 129 mining claims. Consideration for the option agreement includes a 2.5% net smelter royalty from the sale
of any minerals mined, subject to minimum royalty advances of $150,000 by November 30th of each year to the
commencement of production, and a combination of cash, shares and work commitments as follows:

Option Minimum work
payments commitments Common
$ shares
On execution of the MOU (paid) 10,000 - -
On exchange approval (paid and issued) 30,000 - 650,000
November 30, 2006 (issued) - - 650,000
December 31, 2006 (incurred) - 500,000 -
November 30, 2007 (issued subsequently) - - 700,000
December 31, 2007 (incurred) - 750,000 -
December 31, 2009 - 750,000 -
December 31, 2010 - 1,000,000 -
December 31, 2011 - 1,000,000 -
40,000 4,000,000 2,000,000

During the year ended October 31, 2007, the $150,000 advance royalty payment due November 30, 2006, was paid by
the issuance of 194,800 common shares. The 700,000 shares required to be issued by November 30, 2007 were issued
on November 8, 2007 and the $150,000 advance royalty payment due on November 30, 2007 was paid in cash on
December 13, 2007.

The Company owns an additional 509 claims in and around Otelnuk Lake.

December Lake Property
The Company has 149 claims for this property.



6. MINERAL PROPERTIES (Cont'd)

Mustavaara Property, Finland

In July 2006, the Company entered into in an option agreement to earn a 70% interest in the Mustavaara property
located in Finland. The agreement requires the Company to issue 80,200 common shares (issued), expend €250,000
(Euros) on the claims by June 30, 2007 (expended) and make further cash payments of €150,000 by June 30, 2007
(paid by issuance of 202,900 common shares), €200,000 by June 30, 2008 and €400,000 upon completion of a
bankable feasibility study by June 30, 2011 for total future cash payments of €750,000. At the Company's election, the
cash payments can be paid in common shares at a conversion price equal to the average trading price over the ten-day
period prior to the issuance date. The Company can earn an additional 5% interest in the property by paying 5% of the
net present value of the project within 90 days of receipt of the bankable feasibility study.

UNAD Property, Nunavut

In August 2006, the Company entered into a joint venture agreement with UNOR Inc. (“"UNOR") to jointly explore for
uranium on 28 claims held by the Company and fourteen claims held by UNOR. All the claims are located in the Hornby
Bay Basin.

The Company's proportionate share of the assets, liabilities and cash flows of its joint venture included in these
consolidated financial statements are as follows:

October 31,

2007

$

Interest in mineral properties 503,847

Current liabilities (102,924)

Cash flows from investing activities (304,217)
7. CONVERTIBLE DEBENTURE

2007 2006

$ $

Balance, beginning of year - -

Face value of Convertible Debenture issued during the period 5,000,000 -

Less: Shareholder's equity component (600,457) —

Liability component of Subordinated Debenture 4,399,543 -

Add: Accretion of liability component of debenture 9,334 -

Balance, end of year 4,408,877 -

On October 17, 2007, the Company issued a $5-million unsecured subordinated convertible debenture. The debenture is
convertible at a conversion price of $1.05 per share if exercised on or prior to October 1, 2009, and at a price of $1.16
per share if exercised on or before October 1, 2010. The debenture has a three-year term and bears interest at an annual
rate of 7%. At October 31, 2007, interest of $18,219 was accrued. The debenture was converted to common shares on
January 15, 2008.
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7. CONVERTIBLE DEBENTURE (Cont'd)

The convertible debentures are being accounted for in accordance with their substance and are presented in these
consolidated financial statements in their component parts, measured at their respective fair values at the time of issue.
The fair value of the liability component has been calculated as the present value of the stream of interest and principal
payments discounted at a rate approximating the interest rate for a similar liability without a conversion feature while the
fair value of the equity component was determined as the difference between the fair value of the debt component and
face value of the convertible debenture. Issuance costs related to the debt component of the convertible debentures are
recognized in net loss. The debt component of the convertible debentures is accreted over the term to maturity, by
charges to earnings for the period.

8. SHARE CAPITAL

a) Authorized
Unlimited Class A common shares, without par value

b) Issued
2007 2006
Shares Amount Shares Amount
# $ # $
Common shares
Balance, beginning of year 23,321,614 29,652,994 17,958,614 25,976,489
Private placements 10,686,605 9,718,481 2,993,580 2,741,945
Shares issued for mineral properties 1,127,990 929,537 650,000 448,500
Shares issued on warrant exercises 343,887 336,710 1,407,236 701,565
Shares issued on option exercises 140,000 60,200 260,000 136,800
Less:
— Future income tax benefits on
expenditures renounced to shareholders - (1,356,600) - (146,933)
— Finders' fees 93,343 (601,937) 52,184 (205,372)
— Share issue costs - (155,651) - -
Balance, end of year 35,713,349 38,583,734 23,321,614 29,652,994

Private Placements

2007

In November, 2006, the Company closed a non-brokered private placement for gross proceeds of $990,000. The
private placements consisted of 1,100,000 flow-through shares priced at $0.90 per share. No warrants were issued in
connection with the financing and no finder's fees were paid.

In December, 2006, the Company closed a non-brokered private placement for gross proceeds of $3,000,000. The
private placements consisted of 3,333,333 flow-through shares priced at $0.90 per share. No warrants were issued in
connection with the financing. Finder's fees of $151,630 were paid, of which $67,650 was paid in cash and $83,980
was paid by issuing 93,343 common shares at a price of $0.90 per share.

In January, 2007, the Company closed a non-brokered private placement for gross proceeds of $2,644,500. The
private placement consisted of 3,526,000 non-flow-through shares priced at $0.75 per share. No warrants were
issued in connection with the financing. Finder's fees of $185,115 were paid in connection with the financings.



SHARE CAPITAL (Cont'd)

In June, 2007, the Company closed a non-brokered private placement for gross proceeds of $3,000,000. The private
placement consisted of 2,727,272 common shares priced at $1.10 per share. Finders' fees of $210,000 were paid
and 190,909 broker warrants were issued, exercisable at $1.10 for a period of one year from closing.

2006

In December 2005, the Company closed a private placement for 926,730 units at $0.65 per unit for gross proceeds of
$602,375. Each unit consists of one share and one-half warrant. Each whole warrant is exercisable for a period of one
year to acquire one share at $0.80 per share. The Company paid a commission of 8% on 652,300 units placed under
the financing, or 52,184 units, and issued 52,184 broker warrants exercisable at $0.80 for a period of one year. The
fair value of warrants was estimated using the Black-Scholes option pricing model (assumptions include a risk free rate
of 3.5%, estimated volatility of 64%, expected life of 1 year and expected dividend yield of 0%) and $83,573 of the
proceeds of the financing was credited to contributed surplus.

In May 2006, the Company closed a non-brokered private placement for gross proceeds of $2,686,905. The private
placement consisted of 2,066,850 units priced at $1.30 per unit. Each unit consists of one common share and one-
half warrant. Each whole warrant is exercisable for a period of two years from closing to acquire one common share
at a price of $1.75 per share. The Company paid a cash commission of 7%, or $134,680, on funds sourced to eligible
finders in respect of certain units placed under the financing and issued 51,800 broker warrants exercisable at $1.75
for a period of two years from closing. The fair value of warrants was estimated using the Black-Scholes option pricing
model (assumptions include a risk free rate of 3.5%, estimated volatility of 91%, expected life of 2 years and
expected dividend yield of 0%) and $463,762 of the proceeds of the financing was credited to contributed surplus.

¢) Warrants
The continuity of warrants is as follows:
Number of Weighted average
warrants exercise price
Balance, October 31, 2005 1,388,093 $ 0.38
Issued 1,626,865 1.43
Exercised (1,407,236) (0.39)
Balance, October 31, 2006 1,607,722 1.44
Issued 190,909 1.10
Exercised (343,887) (0.80)
Expired (178,610) (0.80)
Balance, October 31, 2007 1,276,134 $ 1.65
As at October 31, 2007, the following warrants were outstanding:

Number of Exercise Expiry
Warrants Price Date
190,909 $1.10 June 16, 2008

1,085,225 $1.75 May 24, 2008

During the year ended October 31, 2007, under the fair-value-based method, $55,192 (2006 — $37,364) in
compensation expense was recorded for the issuance of broker warrants in connection with private placements.
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The fair value of broker warrants has been estimated using the Black-Scholes option pricing model with the following

assumptions:

2007 2006
Risk free interest rate 4.5% 35%
Expected dividend yield —% ~%
Stock price volatility 117% 78%
Expected life of warrants 1 year 1.5 years
Fair value of warrants $0.28 $0.18

d) Options

The Company has a stock option plan providing for the issuance of options at a rolling maximum number that shall
not be greater than 10% of the issued and outstanding common shares of the Company at any given time. The
Company may grant options to its directors, officers, employees and consultants. The exercise price of each option
cannot be lower than the market price of the shares at the date of the option grant. The options are exercisable 1/3
six months after commencement of service, 1/3 at the first anniversary and 1/3 eighteen months after start of service.

The continuity of options is as follows:

Number of Weighted average

options exercise price
Balance, October 31, 2005 1,675,000 $ 036
Granted 600,000 1.02
Exercised (260,000) 0.41)
Forfeited (225,000) (1.18)
Balance, October 31, 2006 1,790,000 0.47
Granted 1,655,000 1.02
Exercised (140,000) (0.35)
Balance, October 31, 2007 3,205,000 $ 0.74

As at October 31, 2007, the following options were outstanding:

Weighted Average Number of

Number of Exercise Remaining Weighted Average Options

Options Price Contractual Life Exercise Price Exercisable

1,200,000 $0.35 2.78 $0.35 1,200,000

50,000 $0.41 2.98 $0.41 50,000

100,000 $0.70 1.34 $0.70 100,000

200,000 $0.70 3.95 $0.70 133,333

845,000 $0.90 4.20 $0.70 281,666

50,000 $1.15 4.28 $1.15 16,667

100,000 $1.50 0.33 $1.50 100,000

100,000 $1.12 4.35 $1.12 33,333

110,000 $1.36 4.39 $1.36 36,667

450,000 $1.10 4.88 $1.10 -

3,205,000 3.52 $0.74 1,951,666




8. SHARE CAPITAL (Cont'd)

During the year ended October 31, 2007, under the fair-value-based method, $614,868 (2006 — $196,391) in
compensation cost was recorded for options vested to directors, officers, employees and consultants. Of the
compensation cost, $186,618 (2006 — $183,023) was included in salaries and benefits, and $290,520 (2006 —
$13,368) was included in investor relations and $137,730 (2006 — $nil) was capitalized in mineral properties.

The fair value of share options used has been estimated using the Black-Scholes option pricing model with the

following assumptions:

Year ended October 31, 2007 2006
Risk free interest rate 4.46% 4.00%
Expected dividend yield % ~%
Stock price volatility 89% 77%
Expected life of options 4.56 years 2.16 years
Fair value of options $0.67 $0.50

e) Shares held in escrow

At October 31, 2007, 1,755,000 (October 31, 2006 — 3,594,625) shares were subject to escrow agreements dated
July 27, 2005 and may not be transferred, assigned or otherwise dealt without the consent of the regulatory body
having jurisdiction thereon. Escrowed shares are released every six months and the length of the agreements range

from eighteen months to three years.

9. CONTRIBUTED SURPLUS

2007 2006

$ $

Balance, beginning of year 795,821 204,282
Stock based compensation for stock options 614,868 196,391
Stock based compensation for broker warrants 55,192 37,364
Stock based compensation for warrants - 547,335
Exercise of stock options (11,200) (31,043)
Exercise of warrants (61,600) (158,508)
Balance, end of year 1,393,081 795,821

10. INCOME TAXES

The recovery of income taxes differs from the amount that would have resulted by applying combined federal and
provincial statutory rate of 34.12% (2006 — 35.62%). The following table reconciles the income tax recovery at statutory

rates:

2007 2006
$ $

Income tax
Expected income tax benefit computed at statutory rates (872,672) (492,771)
Non-controlling interest 73,121 -
Non-deductible stock-based compensation 197,511 69,954
Miscellaneous 38,819 -
Non-taxable income - (192)
Valuation allowance (793,379) 276,076
(1,356,600) (146,933)
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10. INCOME TAXES (Cont'd)

The tax effects of temporary differences that give rise to future income tax assets and liabilities are as follows:

2007 2006
$ $
Future income tax assets:
Mineral properties - 378,000
Property and equipment 116,000 758,000
Share issue costs 65,000 53,000
Non-capital losses 4,141,000 5,736,000
Capital losses 307,000 320,000
4,629,000 7,245,000
Future income tax liabilities:
Intangible asset (1,420,496) -
Mineral properties (1,835,000) -
(3,255,496)
Valuation allowance (2,794,000) (7,245,000)
Net future income tax liabilities (1,420,496) -

The Company has non-capital loss carry forwards for income tax purposes of $12,138,000 (2006 — $16,387,000), which
expire as follows:

2008 $ 7,704,000
2009 881,000
2014 250,000
2015 206,000
2026 1,070,000
2027 2,027,000

$ 12,138,000

Canadian tax legislation permits a company to issue securities referred to as flow-through shares whereby the Company
assigns the tax deductions arising from the related resource expenditures to the shareholders. When resource
expenditures are renounced to the investors and the Company has reasonable assurance that the expenditures will be
completed, a future income tax liability is recognized and share capital is reduced. During the year ended October 31,
2007, the Company recorded a future income tax liability of $1,356,600 related to the renunciations of the two flow-
through financings completed during the current year. If the Company has sufficient unused tax loss carry forward to
offset all or part of this future income tax liability and no future income tax assets have been previously recognized for
these carry forwards, a portion of such unrecognized losses is recorded as income up to the amount of the future income
tax liability that was previously recognized on the renounced expenditures. During the year ended October 31, 2007, the
Company recorded $1,356,600 as a future income tax recovery as a result of flow through eligible expenditures incurred
during the year.



11. RELATED PARTY TRANSACTIONS

a)

Included in the year at their exchange amounts are the following items paid or accrued to directors and companies
controlled by directors for services provided. Exchange amounts are the amounts agreed upon by the transacting
parties on terms and conditions similar to arms-length transactions.

2007 2006

$ $

Management fees 97,520 -
Geological consulting fees 56,445 46,775

b) During the year ended October 31, 2007, the Company received rent reimbursement of $33,000 (2006 - $nil) from a

c)

company with common officers and directors.

Included in current liabilities at October 31, 2007, was $159,699 (2006 — $14,268) payable to directors and
employees without interest.

12. COMMITMENTS

a)

As at October 31, 2007, the Company had an irrevocable standby letter of credit with a Canadian chartered bank in
the amount of $50,000 (October 31, 2006 — $50,000), providing security on the performance of obligations. The
Company has a short-term investment of $50,000 required by this letter of credit and it is presented as restricted cash.

b) The Company’s commitments to rental agreements and equipment leases are as follows:

Office Equipment

rentals leases

$ $

2008 160,716 6,165
2009 120,537 1,262
2010 - 816
2011 - 204

2012 - -

)

d)

e)

During the year ended October 31, 2007, the Company entered into an environmental and permitting contract for
the port land site in Brazil. The Contract requires the Company to pay $500,000 based on achieving permitting
milestones. At October 31, 2007, the Company has paid approximately $100,000 of this contract and is committed to
pay the remaining $400,000 upon the contractor achieving pre-determined milestones.

In the ordinary course of business, the Company enters into contracts which contain indemnification provisions, such
as loan agreements, purchase contracts, service agreements, licensing agreements, asset purchase and sale
agreements, joint venture agreements, operating agreements, leasing agreements, land use agreements, etc. In such
contracts, the Company may indemnify counterparties to the contracts if certain events occur. These indemnification
provisions vary on an agreement by agreement basis. In some cases, there are no pre-determined amounts or limits
included in the indemnification provisions and the occurrence of contingent events that will trigger payment under
them is difficult to predict. Therefore, the maximum potential future amount that the Company could be required to
pay cannot be estimated.

The Company is committed to certain cash payments, share issuances and exploration expenditures as described in
Note 6.
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13. CONTINGENCIES

In June, 2006, the Company was awarded $778,000 as part of a class action settlement against a number of
international vitamin manufacturers in connection with allegations of price fixing during the late 1990's when the
Company was engaged in a non-related business. The Company sought the protection of the Companies' Creditors
Arrangement Act (“CCAA") in April 2000 and completed the CCAA proceedings in July 2004. Several parties to the
CCAA proceedings immediately claimed they were the rightful owner of the $778,000 and the funds went into escrow
pending legal recourse. In November 2006, the courts ruled the funds belonged to the unsecured creditors and not the
Company. Subsequent to the year ended October 31, 2007, the Company lost its appeal to the courts’ decision and the
$778,000 was paid to the unsecured creditors pursuant to the CCAA.

14. NON-CASH TRANSACTIONS

During the years ended October 31, 2007 and 2006, the following non-cash cash transactions occurred:

2007 2006

$ $

Shares and warrants issued for financing 139,171 33,920
Shares issued for mineral property 929,537 273,000

15. SEGMENT INFORMATION

The Company has two reportable business segments: the exploration and development of mineral resource properties,
and the development of an iron ore port facility in Brazil. The Company operates in three geographic segments. The
accounting policies are the same as those described in Note 3. Geographic distribution of operating results in the
geographic segments is as follows:

Port Facility Mineral Mineral

Development Exploration Exploration
Brazil Canada Finland Total
October 31, 2007 $ $ $ $
Total assets 9,751,347 12,193,844 1,299,900 23,245,091
Cash 858,345 1,165,275 - 2,023,620
Property and equipment 4,701,329 155,972 - 4,857,301
Mineral properties - 10,247,018 1,299,900 11,546,918
Intangible assets 4,177,929 - - 4,177,929
Net loss 322,989 878,067 - 1,201,056
Brazil Canada Finland Total
October 31, 2006 $ $ $ $
Total assets - 4,167,736 265,440 4,433,176
Cash - 15,750 - 15,750
Property and equipment - 111,746 - 111,746
Mineral properties - 2,860,247 265,440 3,125,687

Intangible assets - - — -
Net loss - 1,236,479 — 1,236,479




16. COMPARATIVE FIGURES

Certain figures from the previous year have been reclassified to conform to the current year's presentation. Such
reclassification is for presentation purposes only and has no effect on previously-reported results.

17. SUBSEQUENT EVENTS

On November 7, 2007, the Company entered into an amended agreement with the property vendors for the port option
agreement described in Note 4. Among other terms, the Company agreed to increase the purchase price by $1,000,000
Brazilian Real (C$550,000), which was paid on signing the amending agreement.

On November 15, 2007, the Company closed a $20,000,000 non-brokered private placement of 18,181,817 common
shares at $1.10 per share. In connection with the private placement, a finder's fee was paid in the amount of 909,090
common shares at $1.10 per share.

On December 7, 2007, the Company closed a brokered private placement consisting of 9,090,909 common shares at
$1.10 per share for gross proceeds of $10,000,000. In connection with the brokered private placement, the Company
paid a finder's fee of $700,000 and issued 181,818 common shares at $1.10 per share.

On December 20, 2007 the Company paid $30,329,570 Brazilian Reals (C$16,700,000) as the final payment to
purchase two of the three lots representing 771,818 square meters or 90% of the land to be purchased, as described in
Note 5. The Company is committed to purchasing the third lot and expects this to close in the first half of 2008.

On January 9, 2008, the $5,000,000 unsecured convertible subordinated debenture was converted and the Company
issued 4,844,762 common shares to the debenture holder. The conversion consisted of 4,761,905 shares at $1.05 in
respect of principal, and 82,857 shares at $1.03 in respect of accrued interest.

On January 18, 2008, the Company entered into a six-year office lease that commits the Company to approximately
$1,045,000 in office rent.

On January 21, 2008, the Company paid the first quarterly advance royalty (as described in Note 4) of $250,000 to
Athena.

On February 1, 2008, the Company received board approval to spin out the MIE properties into a new company named
MIE Metal Corp. Shareholders of the Company are intended to receive shares of the new company by way of a
dividend-in-kind transaction.

Subsequent to year end, the Company issued 100,000 common shares in respect of the exercise of stock options for
total proceeds of $70,000. In addition, 345,000 options were cancelled.
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