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ANNUAL INFORMATION FORM 
(the "AIF") 

 
 

INCA PACIFIC RESOURCES INC. 
(the "Company") 

 
 

PRELIMINARY NOTES 

Effective Date of Information 

The information contained in Inca Pacific Resources Inc.’s (the “Company ”) Annual Information Form (the 
“AIF”) is current as of February 27, 2008, unless otherwise stated herein. 

Financial Statements and Management Discussion and Analysis 

Incorporated by reference into the AIF are the Company’s consolidated financial statements for the year 
ended November 30, 2007, and the accompanying management’s discussion and analysis (“MD&A”) for that 
year.  All financial information in the AIF has been prepared in accordance with generally accepted accounting 
principles (“GAAP”) in Canada. Copies of all materials incorporated by reference herein may be obtained from 
SEDAR under the Company’s name at www.sedar.com. 

Currency and Exchange Rates 

Unless specified otherwise, all references in the AIF to “dollars” or to “$” are to Canadian dollars and all 
references to “US dollars” or to “US$” are to United States of America dollars.   

Metric Equivalents 

For ease of reference, the following factors for converting metric measurements into imperial equivalents are 
provided: 

To Convert From Metric To Imperial Multiply by 

Hectares Acres 2.471 

Metres Feet (ft.) 3.281 

Kilometres (km.) Miles 0.621 

Tonnes Tons (2000 pounds) 1.102 

Grams/tonne Ounces (troy/ton) 0.029 

 
Special Note Regarding Forward-Looking Statements 

Statements contained in the AIF that are not historical facts are forward-looking statements (within the 
meaning of the Canadian securities legislation and the U.S. Private Securities Litigation Reform Act of 1995) 
that involve risks and uncertainties.  Forward-looking statements include, but are not limited to, statements 
with respect to the future price of metals; the estimation of mineral reserves and resources, the realization of 
mineral reserve estimates; the timing and amount of estimated future production, costs of production, and 
capital expenditures; costs and timing of the development of new deposits,; success of exploration activities, 
permitting time lines, currency fluctuations, requirements for additional capital, government regulation of 
mining operations, environmental risks, unanticipated reclamation expenses, title disputes or claims, 
limitations on insurance coverage and the timing and possible outcome of pending litigation.  In certain cases, 
forward-looking statements can be identified by the use of words such as “plans”, “expects” or “does not 
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expect”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not 
anticipate”, or “believes” or variations of such words and phrases or state that certain actions, events or results 
“may”, “could”, “would”, “might” or “will be taken”, “occur” or “be achieved”.  Forward-looking statements 
involve known and unknown risks, uncertainties and other factors which may cause the actual results, 
performance or achievements of the Company to be materially different from any future results, performance 
or achievements expressed or implied by the forward-looking statements.  Such risks and other factors 
include, among others, risks related to the integration of acquisitions; risks related to operations; risks related 
to join venture operations; actual results of current exploration activities; actual results of current reclamation 
activities; conclusions of economic evaluations; changes in project parameters as plans continue to be refined; 
future prices of metals; possible variations in ore reserves, grade or recovery rates; failure of plant, equipment 
or processes to operate as  anticipated; accidents, labour disputes and other risks of the mining industry; 
delays in obtaining governmental approvals or financing or in the completion of development or construction 
activities, as well as those factors discussed in the sections entitled “Risk Factors” in the AIF.   

Although the Company has attempted to identify important factors that could affect the Company and may 
cause actual actions, events or results to differ materially from those described in forward-looking statements, 
there may be other factors that cause actions, events or results not to be as anticipated, estimated or 
intended.  There can be no assurance that forward-looking statement will prove to be accurate, as actual 
results and future events could differ materially from those anticipated in such statements.   

Accordingly, readers should not place undue relianc e on forward-looking statements.  The forward-
looking statements in the AIF speak only as of Febr uary 27, 2008.  The Company does not undertake 
any obligation to release publicly any revisions to  these forward-looking statements to reflect events  
or circumstances after February  27, 2008 to reflec t the occurrence of unanticipated events, except as  
required by law. 

Forward-looking statements and other information contained herein concerning the mining industry and 
general expectations concerning the mining industry are based on estimates prepared by the Company using 
data from publicly available industry sources as well as from market research and industry analysis and on 
assumptions based on data and knowledge of this industry which the Company believes to be reasonable.  
However, this data is inherently imprecise, although generally indicative of relative market positions, market 
shares and performance characteristics.  While the Company is not aware of any misstatements regarding 
any industry data presented herein, the industries involve risks and uncertainties and are subject to change 
based on various facts. 

GLOSSARY OF MINING TERMS 

In the AIF or materials incorporated by reference, unless otherwise defined or unless there is something in the 
subject matter or context inconsistent therewith, the following terms have the meanings set forth herein or 
therein: 

(a) “A” means Ampere; 

(b) “a” means annum; 

(c) “Ag” is the chemical symbol for Silver.  

(d) “anomaly ” means a local feature distinguishable in a geophysical or geochemical measurement over 
a larger area, of which said feature is considered capable of being associated with commercially 
valuable mineral deposits.  

(e) “assay ” means an analysis to determine the presence, absence, and quantity of one or more metallic 
components.  

(f) “Au” is the chemical symbol for gold.  
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(g) “bedding ” means the layering of sediments preserved in sedimentary rocks.  

(h) “breccia ” is a geological term referring to a rock made of fragments of one or more rock types that 
has formed as a result of movement along faults, or the activity of fluids that may carry mineralization.  

(i) “C$” means Canadian dollars; 

(j) “calcareous ” means composed of, containing, or characteristic of calcium carbonate, calcium, or 
limestone.  

(k) “calc-silicate ” is a metamorphic cock consisting mainly of calcium-bearing silicates and formed by 
metamorphism of impure limestone or dolomite.  

(l) “carbonate ” is one of several minerals containing one central carbon atom with strong covalent bonds 
to three oxygen atoms and typically having ionic bonds to one or more positive ions.  

(m) “chalcocite ” is a dark gray mineral, essentially Cu2S, that is an important ore of copper.  

(n) “chalcopyrite ” is a form of copper mineral ore that generally contains a high copper content. 
(CuFeS2)  

(o) “CIM” means the Canadian Institute of Mining, Metallurgy and Petroleum.  

(p) “cm” means centimetre; 

(q) “Cu” is the chemical symbol for copper.  

(r) “d” means day; 

(s) “diatremes ” is a brecia-filled volcanic pipe that was formed by a gaseous explosion.  

(t) “dike ” means a tabular intrusion, meaning it is sheet or slab-like, which cuts across or through the 
host rocks. Dikes vary from a few centimetres to many tens of metres in thickness and may extend for 
several kilometres.  

(u) “exploration concession ” means a right granted by a governmental entity to explore a prescribed 
area for minerals for a specified period.  

(v) “fault ” is a geological term that refers to a fracture or zone of fractures in the earth’s crust along which 
the rock units on each side of the fracture have moved relative to one another.  

(w) “feasibility study ” means a comprehensive study of a deposit in which all geological, engineering, 
operating, economic and other relevant factors are considered in sufficient detail that it could 
reasonably serve as the basis for a final decision by a financial institution to finance the development 
of the deposit for mineral production.  

(x) “feldspar ” is a whitish mineral with a high aluminum and sodium or calcium content, common in 
igneous and volcanic rocks.  

(y) “g” means gram; 

(z) “G” means giga (billion); 

(aa) “g/t ” means grams per tonne.  
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(bb) “gold heap-leaching ” means a process whereby gold is recovered from ore by heaping broken ore 
on sloping impermeable pads, repeatedly spraying the heaps with a diluted cyanide solution which 
dissolves the gold content in the ore, collecting the gold-laden solutions, and stripping the solution of 
gold.  

(cc) “ha” means hectares.  

(dd) “hectare ” means a square of 100 m on each side, or 2.471 acres.  

(ee) “hydrothermal alteration ” is a rock or rock zone that has been changed (altered) by the reaction of 
hot (hydrothermal) water, typically hot water that has been derived from a body of molten rock 
(magma) or other sources deep in the earth’s crust.  

(ff) “in ” means inch; 

(gg) “indicated mineral resource ” is that part of a mineral resource for which quantity, grade or quality, 
densities, shape and physical characteristics, can be estimated with a level of confidence sufficient to 
allow the appropriate application of technical and economic parameters, to support mine planning and 
evaluation of the economic viability of the deposit. The estimate is based on detailed and reliable 
exploration and testing information gathered through appropriate techniques from locations such as 
outcrops, trenches, pits, workings and drill holes that are spaced closely enough for geological and 
grade continuity to be reasonably assumed.  

(hh) “inferred mineral resource ” is that part of a mineral resource for which quantity and grade or quality 
can be estimated on the basis of geological evidence and limited sampling and reasonably assumed, 
but not verified, geological grade and continuity. The estimate is based on limited information and 
sampling gathered through appropriate techniques from locations such as outcrops, trenches, pits, 
workings and drill holes.  

(ii) “intrusion ” is any general term for a body of igneous rock formed below the surface.  

(jj) “J” means joule; 

(kk) “K” means kilo (thousand); 

(ll) “kg” means kilogram; 

(mm) “km” means kilometre; 

(nn) “ktonnes ” means thousands of tonnes. 

(oo) “kW” means kilowatt; 

(pp) “L” means litre; 

(qq) “lbs ” means pounds.  

(rr) “leach ” is the dissolution of soluble constituents from a rock or orebody by the natural or artificial 
action of percolating solutions.  

(ss) “limestone ” is a sedimentary rock that is composed mostly of mineral calcite. Limestones are 
commonly grey, white, or off-white, and less commonly brownish, red or black.  

(tt) “M” means mega (million); 
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(uu) “m” means metres.  

(vv) “Ma” means, in geological terms, a million years.  

(ww) “measured mineral resource ” is that part of a mineral resource for which quantity, grade or quality, 
densities, shape, physical characteristics are so well established that they can be estimated with 
confidence sufficient to allow the appropriate application of technical and economic parameters, to 
support production planning and evaluation of the economic viability of the deposit. The estimate is 
based on detailed and reliable exploration, sampling and testing information gathered through 
appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes that 
are spaced closely enough to confirm both geological and grade continuity.  

(xx) “mineral reserve ” is the economically mineable part of a measured or indicated mineral resource 
demonstrated by at least a preliminary feasibility study. This study must include adequate information 
on mining, processing, metallurgical, economic and other relevant factors that demonstrate, at the 
time of reporting, that economic extraction can be justified. A mineral reserve includes diluting 
materials and allowances for losses that may occur when the material is mined.  

(yy) “mineral resource ” means a concentration or occurrence of natural, solid, inorganic or fossilized 
organic material in or on the Earth’s crust in such form and quantity and of such a grade or quality that 
it has reasonable prospects for economic extraction. The location, quantity, grade, geological 
characteristics and continuity of a mineral resource are known, estimated or interpreted from specific 
geological evidence and knowledge.  

(zz) “mineralization ” refers to the presence of a mineral of economic interest in a rock.  

(aaa) “mm” means millimetres.  

(bbb) “Mo” is the chemical symbol for molybdenum.  

(ccc) “MW” means megawatt; 

(ddd) “open pit mining ” means the process of mining an ore body from the surface in progressively deeper 
steps. Sufficient waste rock adjacent to the ore body is removed to maintain mining access and to 
maintain the stability of the resulting pit.  

(eee) “open pit ” means a surface working pit open to daylight, such as a quarry.  

(fff) “ore” means a natural aggregate of one or more minerals which, at a specified time and place, may 
be mined and sold at a profit, or from which some part may be profitably separated.  

(ggg) “ounce ” or “oz.” is a unit of weight equal to 31.1 grams.  

(hhh) “porphyry ” is a common igneous rock type that contains relatively large crystals in a finegrained 
ground mass.  

(iii) “probable mineral reserve ” means the economically mineable part of an indicated, and in some 
circumstances, a measured mineral resource demonstrated by at least a preliminary feasibility study. 
This study must include adequate information on mining, processing, metallurgical, economic, and 
other relevant factors that demonstrate, at the time of reporting, that economic extraction can be 
justified.  

(jjj) “proven mineral reserve ” is the economically mineable part of a measured mineral resource 
demonstrated by at least a preliminary feasibility study. This study must include adequate information 
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on mining, processing, metallurgical, economic, and other relevant factors that demonstrate, at the 
time of reporting, that economic extraction is justified.  

(kkk) “pyrite ” is yellow iron sulphide mineral, normally of little value. It is sometimes referred to as “fool’s 
gold”.  

(lll) “rhyolite ” is a fine-grained extrusive volcanic rock, similar to granite in composition and usually 
exhibiting flow lines.  

(mmm) “S” means second; 

(nnn) “sedimentary ” means a rock formed from cemented or compacted sediments.  

(ooo) “sediments ” means the debris resulting from the weathering and breakup of pre-existing rocks.  

(ppp) “skarn ” are dark minerals occurring in the host rock of an ore.  

(qqq) “st ” means short ton; 

(rrr) “strike ” is a geological term which refers to the compass direction on a map that layered rock units or 
faults run.  

(sss) “t” means metric tonne; 

(ttt) “tonne ” means a metric tonne, being 1,000 kilograms (2,205 pounds); and 

(uuu) “US$” means United States dollar. 

CORPORATE STRUCTURE 

Name, Address and Incorporation 

Inca Pacific Resources Inc. (“Inca” or the “Company ”) was incorporated under the Company Act (British 
Columbia) on April 25, 1983 under the name "Nevada North Resources Inc." by registration of its 
Memorandum and Articles.  On December 2, 1994, it changed its name to "Inca Pacific Resources Inc.".  On 
October 29, 2004, the Company transitioned under the Business Corporations Act (British Columbia).   The 
Company’s head office is located at Suite 1550, 625 Howe Street, Vancouver, British Columbia, V6C 2T6.  Its 
registered and records office is located at Suite 2600, Three Bentall Centre, 595 Burrard Street, Vancouver, 
British Columbia, Canada.   

The Company’s common shares were listed for trading on the TSX Venture Exchange (the “TSX-V”), formerly 
the Vancouver Stock Exchange on April 25, 1983, and its common shares were listed on the Bolsa de Valores 
de Lima (the “Lima Exchange ”) on September 17, 2007.  Its trading symbol is “IPR”.   

Intercorporate Relationships 

Inca has five wholly-owned subsidiaries, namely:  Incpac Holdings Ltd., a private company incorporated in the 
British Virgin Islands, and Inca Pacific S.A, Inca Cobre S.A., Ancash Cobre S.A. and Energia Ancash S.A., all 
of which were incorporated in Peru.  The Magistral Project is owned through Inca Pacific S.A. through Minera 
Ancash Cobre S.A.  Reference the corporate structure table below.       
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INCA PACIFIC RESOURCES INC.  

(Canada) 

 

  100%  
 INCPAC HOLDINGS LTD.  

(BVI) 

 

  100%  
 INCA PACIFIC S.A.  

(Peru) 

 

    
100%   100% 

 MINERA ANCASH COBRE S.A.  
(Peru) 

 
Magistral Project (100%) 

  
INCA COBRE S.A.  

(Peru) 

 

100%    
 ENERGIA ANCASH S.A.  

(Peru) 

    

 
DESCRIPTION AND GENERAL DEVELOPMENT OF THE BUSINESS  

General 

The Company is a natural resource company engaged in the business of the acquisition and development of 
copper exploration properties and other exploration mineral properties in Peru, South America.  The Company 
currently has interests in two properties in Peru, the Magistral Property and the Cueva Blanca Property.  The 
Company's primary asset is the Magistral copper-molybdenum project (the “Magistral Property ”). 

Three Year History 

Selected Consolidated Financial Information 

The following table presents selected consolidated financial information of the Company at the date and for 
the periods indicated.  The information set forth below is derived from the historical consolidated financial 
statements of the Company.  All amounts below are expressed in Canadian dollars  unless otherwise 
identified. 

 

 

 Year Ended  
November 30, 2007  

 

 Year Ended 
November 30, 2006  

 

 Year Ended 
November 30, 2005  

 
Statement of Income       

Revenue Nil  Nil  Nil 
Expenses      

Management, administrative 
and consulting services 604,301 101,383 85,337 
Administrative and other 
expenses 1,152,190 340,562 866,426 
Stock-based compensation 
expenses 506,129 278,032 100,775 
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 Year Ended  
November 30, 2007  

 

 Year Ended 
November 30, 2006  

 

 Year Ended 
November 30, 2005  

 
Total Expenses 2,262,620 719,977 1,052,538 
Loss on sale of mineral property - 136,761 - 
Write-off of mineral property 
interests 

  
1,542,398 

Loss before tax (2,262,620) (856,738) (2,594,936) 
Future income tax recovery  253,769 - - 
Loss for the year  (2,008,851) (856,738) (2,594,936) 
Loss per share – basic (1)(2) (0.06) (0.04) (0.25) 
Total assets 25,364,999 17,340,914 10,726,363 
Total Long term liabilities Nil  Nil  Nil 
 
Notes: 

(1) The same calculation base applies for diluted loss per share as compared with basic loss per share. 
(2) No cash dividends have been paid. 

Significant business, operations and management developments for the Corporation over the last three fiscal 
years (December 1 to November 30) have been as follows: 

Fiscal 2005 Developments 

In March 2005, Quadra Mining Ltd (“Quadra ”) and the Company signed a definitive agreement for the 
development of the Magistral Property.  On October 27, 2005, Quadra announced that it was electing not to 
proceed with further development of the Magistral Property as it did not meet Quadra’s investment criteria.  
Quadra expended over US$ 4 million on the Magistral Property, including 14,000 metres of infill drilling.  

In May 2002, the Company entered into an option to purchase the Antoro Sur Property from Rio Tinto Mining 
and Exploration Limited (“Rio Tinto ”) and Minera ABX Exploraciones S.A., a subsidiary of Barrick Gold 
Corporation. Under the terms of  that agreement, as modified November 3, 2005, the Company could 
purchase 100% of the Antoro Sur property in consideration of consideration of payments of total payments of 
US $1,400,000 and a net smelter return (NSR) royalty. 

Fiscal 2006 Developments 

On February 22, 2006, the Company exercised its option to purchase a 100% interest in the Antoro Sur 
Property from Rio Tinto and Barrick.  Consideration for the sale was US$1,300,000. Rio Tinto and Barrick 
retained a net smelter return (NSR) royalty on all sales of mineral products from Antoro Sur payable at 2% 
NSR in respect of those mineral rights for which there is no other private royalty burden and payable at 1% 
NSR in respect of those mineral rights for which there is another private royalty burden.  Simultaneously, the 
Company sold all its interests and assigned its right to purchase royalty interest in the Antoro Sur Property to 
Compañía de Minas Buenaventura (“Buenaventura ”).  Consideration for the sale was US$3,597,000.  .  

On March 13, 2006, the Company closed a non-brokered private placement of 13.6 million common shares at 
a price of $0.50 per share (the “Offering ”) with RAB Special Situations (Master) Fund Limited (“RAB”) and 
certain other investors for total proceeds of $6.8 million. As a result of the Offering, RAB owned approximately 
49.9% of the issued and outstanding shares of Inca Pacific on a non-diluted basis and approximately 54% on 
a partially-diluted basis (assuming exercise of its common share purchase warrants).  RAB entered into a 
Voting Agreement with the Company which provided that RAB would vote all shares in the Company owned or 
acquired by it, or over which it exercises control or direction, in accordance with the recommendations of the 
board of directors of the Company upon any matter brought before the Company’s shareholders. This 
obligation would expire upon the earlier of: (a) the date of the Company’s annual general meeting of 
shareholders in 2007; (b) the completion of a Bankable Feasibility Study in respect of the Magistral Property; 
(c) May 31, 2007; or (d) such other date as agreed to by the Company and RAB.  The Voting Agreement will 
also terminate upon certain other specified events, including if the board of directors or management of the 
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Company diverge in a significant and material manner from Inca Pacific’s plan to complete a bankable 
feasibility study on the Magistral Property before the Company’s annual general meeting of shareholders in 
2007. 

On September 19, 2006, the Company reported results of a preliminary feasibility study (“PFS”) for its 
Magistral Property which demonstrated that an open pit mining operation was economically viable.  Highlights 
of the study were as follows (all dollar figures in US dollars and current at 2nd Quarter, 2006):  Robust project 
economics driven by high grade starter pit, simple processing technology and excellent recoveries of copper 
and molybdenum. Base Case Net Present Value (“NPV”) of $62 million (after-tax) and an Internal Rate of 
Return (“IRR”) of 12.3% (using $1.25/lb copper, $10.00/lb molybdenum, $7.50/oz silver, 8% real discount rate, 
$82.50/tonne treatment charge and $0.0825/lb refining charge). Capital payback in 5.2 years. Average copper-
in-concentrate production and molybdenum-in-concentrate production of 31,100 tonnes per year and 2,500 
tonnes per year respectively for 16 years. A life of mine (“LOM ”) waste-to-ore strip ratio of 1.8:1. Life of mine 
cash costs (net of by-product credits) were estimated to average $0.77 per pound of copper mined. The 
Magistral Property will generate approximately 360 permanent jobs and 645 jobs during the two year 
construction period and $225 million in taxes, government royalties and employee profit sharing payments. 

On November 3, 2006, the Company delivered a preliminary feasibility study to the Government of Peru (the 
“GOP ”) on the Magistral Property.   
 

For further particulars, reference should be made to “The Magistral Property” herein.     

Fiscal 2007 Developments 

On January 2, 2007, the Company announced that it had engaged Cutfield Freeman & Co. (“CF&Co”) to 
advise and assist in developing a strategy for financing the development of the Magistral Property.  CF&Co is 
a London-based independent advisory firm that specializes in the mining sector and has an extensive track 
record in securing financing for mine development. 

On July 26, 2007, a formal agreement was signed with the GOP whereby the Company had until 
December 31, 2007 to fulfill its requirement to file a final feasibility study (the “FFS”) on the Magistral Project.   
On September 17, 2007, the Company’s common shares were listed for trading on the Lima Stock Exchange 
under the trading symbol “IPR”. 

Developments Subsequent to the Fiscal 2007 Year End  

The FFS on the Magistral Project was released in December 2007.  The Company has a further 60 days from 
the filing of the FFS to provide one or more letters from major financial institutions stating that the feasibility 
study is a bankable feasibility study (delivered on February 25, 2008).  Within 15 working days following 
approval by the GOP of the FFS, the Company must provide a performance bond for an amount equal to 30% 
of the anticipated capital cost of the mine for the current year.  The bond is to be renewed each year during 
construction of the mine.  In consideration of being granted these extensions, on July 26, 2007, the Company 
paid US $200,000 to the GOP.  In addition, the Company will pay US $5,000,000, upon achievement of 
commercial production, into a trust account for the benefit of the communities in the immediate area of 
influence of Magistral. 
 
 
On December 27, 2007 the Company filed the FFS with the GOP pursuant to the terms of its agreement with the 
GOP.   On February 25, 2008, the GOP acknowledged receipt of a comfort letter from each of BNP Paribas and 
Barclays Bank (the “Banks”) stating that the GOP has reviewed the FFS which was delivered on December 27, 
2007 and that, based solely on a desk top review and without independent verification of the FFS’s 
assumptions, the Banks confirm that it is in a form and content that meets the requirements that would allow 
the Banks to provide all or part of the finance for the Magistral Project, after conducting a satisfactory due 
diligence investigation and subject to market and certain other conditions.  The FFS included a new NI 43-101 
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Mineral Resource estimate and a corresponding block model which were used to develop a mine plan and 
production schedule.   
 
In January 2008, Sprott Asset Management (“Sprott ”) acquired 1,515,600 common shares of the Company at 
a price of $1.70 per share.  As a result, Sprott now holds approximately 49.47% of the Company’s issued and 
outstanding share capital.   Sprott entered into a Voting Agreement with the Company dated January 17, 2008 
pursuant to which Sprott will vote common shares it holds in the capital of the Company in accordance with 
the recommendations of the Company’s Management. 

In February 2008, Thomas Kelly was appointed Chief Operating Officer of the Company and Bernard Stannus 
resigned his position as Vice-President Mining to assume the role of Vice-President, Corporate Development. 

Pursuant to a Credit Agreement dated February 20, 2008 with a director of the Company (the “Lender ”), the 
Lender has agreed to lend the Company the aggregate principal amount of up to $1,000,000.  The credit 
facility is available to the Company for a period of 18 months from the date of the Credit Agreement and may 
be drawn down if required by the Company.  Interest at the rate of 12% per annum will be payable monthly on 
amounts advanced under the Credit Agreement.  The Company will pay a standby fee of $20,000 by the 
issuance of 12,121 common shares upon the initial advance of funds.  In addition, a drawdown fee of 3% of 
the amounts advanced is payable.  Funds drawn down will be payable on the earlier of 18 months from the 
date of the Credit Agreement; the date of any change of control (as that term is defined under the Credit 
Agreement); the date the Company completes an equity financing; or the occurrence and continuation of 
default.  The Company may repay any funds drawn down under the Credit Agreement in whole at any time 
before maturity, without notice or penalty.  The agreement is subject to regulatory acceptance. 

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

Significant Acquisitions 

The Company has made no significant acquisitions during the last financial year ended November 30, 2007.  

Competitive Conditions 

The mineral exploration and mining business is a competitive business.  The Company competes with 
numerous other companies and individuals in the search for and the acquisition of attractive mineral 
properties.  The ability of the Company to acquire further properties will depend not only on its ability to 
operate and develop its properties but also on its ability to select and acquire suitable properties or prospects 
for development or mineral exploration. 

Employees 

As at February 13, 2008, the Company had 18 employees and 17 people working on a consulting basis.  The 
operations of the Company are managed by its directors and officers.  The Company engages geological and 
engineering consultants from time to time as required to assist in evaluating its interests and recommending 
and conducting work programs. 

THE MAGISTRAL PROPERTY 

Unless stated otherwise, the information in this section is based on the Technical Report, Magistral Property, 
Feasibility Study dated January 17, 2008 (the “Technical Report ”).  The Technical Report provides an 
independent technical review of the mineral resources and reserves, and development of the Magistral 
Project.  The Technical Report was prepared by Samuel Engineering, Inc. (Richard Kunter, QP, FAus IMM 
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(CP), BS, MS, Metallurgical Engineer), Mine Development Associates, Inc. (Neil Prenn, PE, Mining Engineer, 
and Steven Ristorcelli, P. Geo.) and Vector Peru (Scott Elfin, PE), each of whom is a “Qualified Person” as 
such term is defined in National Instrument 43-101 – Standards of Disclosure for Mineral Projects (“NI 43-
101”).  All authors of the Technical Report are independent of Inca within the meaning of National Instrument 
43-101 and do not have an interest in the property of Inca.  The Technical Report has been filed with the 
securities regulatory authorities in British Columbia and Alberta. 

Portions of the following information are based on assumptions, qualifications and procedures which are not 
fully described herein.  Reference should be made to the full text of the Technical Report which is available for 
review on the System for Electronic Documents Analysis and Retrieval (“SEDAR”) located at www.sedar.com. 
 Alternatively the Technical Report may be inspected during normal business hours at the offices of Blake, 
Cassels & Graydon LLP, Suite 2600, Three Bentall Centre, 595 Burrard Street, Vancouver, British Columbia, 
during the period of distribution of the Common Shares and for 30 days thereafter. 

Property Description and Location 

The Magistral Project is located in the Peruvian Andes approximately 260 kilometers east of the seaports of 
Trujillo and Chimbote and 450 kilometers north-northwest of Lima.  The property is located at latitude 8°13'S 
and longitude 77°46'W in the District of Conchucos,  Province of Pallasca, Department of Ancash.  Elevations 
on the property range from 3,900 to 4,700 meters above sea level (“masl” ). 

Ownership 

The property is 100-percent owned by IPR, through its Peruvian subsidiary Inca Pacific S.A. and the holding 
company Ancash Cobre.  Ancash Cobre has an agreement with Centromin to explore five mineral 
concessions (the “Magistral Concessions ”), which cover an area of 250 hectares.  Ancash Cobre also holds 
an additional 10 concessions (the “Ancash Concessions ”) with a total area (as stated in the mineral titles 
registry) of 5,526 hectares.  These surround and are contiguous to the Magistral Concessions.  The Magistral 
copper-molybdenum deposit is within the Magistral Concessions.  In total, the Magistral property consists of 
24 registered mining concessions, plus two that are currently in application.  The total area of the registered 
concessions is 11,901.72 hectares, while the total of all concessions is 13,150 hectares.  
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Permits and Environmental Issues 

The Environmental and Social Impact Assessment (“ESIA”) for the Magistral Project forms the principal input 
for identifying baseline conditions and evaluating the impact of the project.  Mitigation and closure plans, 
community relations policies and planning, as well as socioeconomic analysis have also been implemented in 
the ESIA to assist in promotion of the project.  The ESIA is the basic document provided to the Ministry of 
Energy and Mines (“MINEM”) for evaluation and permitting. 

The ESIA has been designed to satisfy requirements of Peruvian legislation and to comply with internationally 
accepted guidelines of social and environmental protection, such as the Equator Principles, followed by such 
organizations as the World Bank, International Finance Corporation. 

The ESIA was developed to complete the following tasks: 

·  Identify environmental and socioeconomic resources that could potentially be affected by the project; 

·  Predict positive and negative effects and determine to what degree the negative effects can be 
mitigated; 

·  Quantify and evaluate the significance of the effects wherever possible;  

·  Outline requirements for monitoring of the resources that could be affected by the project; and 

·  Provide a conceptual closure plan for the mine site and associated facilities. 

In accordance with Peruvian legal requirements, and in keeping with the best international practices, the ESIA 
used the following tools and procedures to analyze and identify potential impacts: 

·  Quantitative and qualitative information regarding existing environmental conditions; 
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·  Tools and predictive methods to describe quantity and quality characteristics of future environmental 
conditions; 

·  Quantitative and qualitative evaluation of probability and significance of  potential effects, taking into 
account the factors of baseline conditions, management objectives, and the difference in opinions of 
the project developer and various groups of stakeholders; 

·  Evaluation of the influence of proposed design characteristics and management plans on potential 
adverse effects; and 

·  Assessment of potential residual effects and evaluation of their consequences for the environment. 

Environmental and social design of the project was regarded as the key to develop mitigation strategy. To 
provide adequate evaluations of potential social and environmental impacts, the engineering design team 
worked closely with the environmental team during the project’s planning and development stages.  The 
mitigation measures were developed in the beginning of the design process, which helped to maximize their 
effectiveness. 

The spatial extent of the ESIA was defined by the key geography of the study areas, while the spatial extent of 
the effects has been determined by the project definition.   

The environmental and social areas were selected for the ESIA in terms of the anticipated areas of influence.  
For the majority of the environmental disciplines, the studies were developed on regional bases (indirect 
effects) as well as on local bases (direct effects). 

The ESIA is in preparation with a scheduled submission date of March 1, 2008. 
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Accessibility, Climate, Local Resources, Infrastruc ture and Physiography 

Access 

The property can be reached by land from either Trujillo or Chimbote, both of which are northern Peruvian 
seaport cities.  It takes approximately six hours (approximately 425 km) to drive from Lima to Chimbote via the 
Pan-American Highway and an additional two hours (approximately 125 km) to reach Trujillo from Chimbote.  
The project will be accessed using the northern route that starts from Trujillo and passes through the 
communities of Simbal, Quiruvilca, Quesquenda, and Alto de Tamboras before finally reaching Magistral.  
Much of the route is made up of poor dirt roads that traverse steep mountainsides.  Extensive road 
improvements and new road construction is planned for the project.  
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Road access to the site will be from the port of Salaverry, near Trujillo, Peru, via a northern route that tracks 
generally east and then south into the site.  This route will require significant new road construction and old 
road improvement.   

The northern route is considered preferable because of the change of port facility from Chimbote to Salaverry 
and because the southern route included more geotechnical and design challenges.  Also, the southern road 
construction could not be completed in time to support Magistral’s development schedule. 

In addition to the main access road for movement of concentrate, supplies and personnel, another access 
road must be constructed between the mine and the town of Conchucos.  This is to accommodate the 
movement of mine and processing workers between the owner’s camp, the town and the mine.   

The design criteria for access roads focus on the Quesquenda to mine site (main) and Conchucos to mine site 
(“Conchucos ”), which are the main road construction components for access to the mine site.   

The main access is for concentrate transport trucks, supply trucks, and other large vehicles.  The Conchucos 
access is for small vehicles and buses to transport people.   

The design criteria were developed using the Peruvian Manual for Geometric Design of Highways (DG-2001) 
and the Peruvian Manual for the Unpaved Low Traffic Roads Design (DGCF-2005), which are the standards 
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for all roads in the region.  In addition, the Manual on Geometric Design of Highways and Streets was used as 
a supportive reference. 

Community 

The Magistral Project is located in a remote mountain setting with few local resources and presently limited 
infrastructure.  The closest town is Conchucos, which is a small village of only a few hundred inhabitants.  
There is limited lodging and some food services available in Conchucos.  The nearest major cities are 
Chimbote and Trujillo on the Peruvian coast; however, the drive time to these cities on the very poor roads is 
extreme.  New road construction and old road improvement to facilitate project development and trucking of 
concentrates will also enable faster and safer travel between the project and Trujillo.  The influence of the 
project will also improve road infrastructure in and around Conchucos, which will result in an improved 
economy and greater resources.  

The Magistral Project is located in the Department of Ancash in a traditional agricultural and mining zone 
characterized by relative poverty. Ancash has experienced approximately 13 percent population growth 
between 1993 and 2005; however, a large portion of the population still lacks access to basic services.  
Ancash also has significantly higher poverty rates, with 19 percent of the population classified as very poor.   
More than half the population earn their living through agriculture and/or livestock.  Mining is also a significant 
contributor to the economy. 

Climate 

The Magistral Project is located on the east side of the continental divide of the Peruvian Andes at an 
elevation of 3,700 to 4,500 masl.  The site climatology is considered high mountain dry tundra (IGN 1989).  
The project is strongly affected by a microclimate that typically produces measurable monthly precipitation 
throughout the year.  The dry season (winter) is from May to October, and the wet season (summer) is from 
November to April.  In dry years, rains may not begin until January. 

In November 2004, Magistral installed a meteorological station to determine specific climate conditions on the 
project site.  It has been collecting hourly measurements of precipitation, temperature, relative humidity, 
velocity and wind direction, barometric pressure, solar radiation, and evaporation.  The meteorological data is 
collected by various sensors that are transferred to a data logger.  The temporate climate will permit year 
round mining and processing operation. 

Surface Rights 

The surface overlying the Magistral Project is owned by different peasant communities (“Comunidades 
Campesinas ”), mainly by the community of Conchucos.  The Conchucos community has held several 
assemblies in which they have discussed and took actions regarding granting surface rights to Minera Ancash 
Cobre.  In a meeting on November 11, 2007, the community unanimously approved granting a usufruct, or 
permission to use the land, to Ancash Cobre S.A. 

Physiography 

The Magistral Project is located in a deep, U-shaped glacial valley at elevations between 3,900 and 4,700 
masl.  The mineral deposit, and thus the open-pit mine, is located at the closed end of the valley.  Sufficient 
area exists below the pit area to construct the processing plant and ancillary facilities.  A tailings dam will be 
constructed at the open, downstream end of the valley, and this will impound tails and surface water upstream 
toward the plant.  Several suitable locations have been identified for proper storage of mine and other waste 
rock.   
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History 

Prior Ownership 

In November 2005, the Magistral property consisted of 15 registered mining concessions registered to Ancash 
Cobre covering 5,776.03 hectares.  The Magistral 12, 13 and 14 concessions were staked over several much 
smaller and older concessions owned by other parties.  These small concessions were staked and registered 
before the Catastro UTM coordinate-based system was introduced in Peru and so are irregular in shape. 

The areas covered by each of these old concessions were originally determined by conventional surveying 
methods (at best), so their areas as recorded in the mineral titles registry are approximate. 

Nonetheless, AMEC’s findings, the area of coverage of each concession set forth in the mineral registry files 
determines the annual fees and/or penalties to be paid for each concession.   

The Magistral 14 concession was staked over two previously existing concessions owned by Compañia 
Minera Aurifera del Sur S.A.  These older concessions have an area of 35.99 hectares.  The Magistral 13 
concession surrounds a group of six older concessions owned by Compañia Minera Potosi S.A. that cover 
257.01 hectares.   

A 100-hectare property between the Magistral 12, Magistral 13 and Magistral 14 concessions is also held by 
Compañia Minera Potosi S.A.  All the concessions owned by Compañia Minera Aurifera del Sur and 
Compañia Minera Potosi S.A. were registered before the Inca Pacific concessions.  None of these third-party 
properties impinges upon the Ancash Cobre Magistral resource.  

The Magistral Concessions are subject to a Transfer of Ownership Contract (“Transfer Deed ”) dated 
January 18, 2001, and an addendum between Ancash Cobre and Centromin dated August 27, 2004.  The 
terms of the Transfer Deed of those five Magistral Concessions are summarized below.  

The five Magistral Concessions have a total contiguous surface area of 250 hectares.  The Magistral copper-
molybdenum deposit is located within these concessions. 

According to the original transfer deed, Ancash Cobre was committed to put a mining-metallurgical project into 
production within five years of exercising the option (the deadline was January 8, 2006).   

However, this Transfer Deed allowed Ancash Cobre the option to extend the January 8, 2006, deadline by up 
to two years, provided that the deadline date was changed to December 31 of each extension year, and that 
penalties of $200,000 for the first year (until December 31, 2006) and $400,000 for the second year (until 
December 31, 2007) are paid.  For each additional year requested, notice has to be given and payments 
made on or before December 31 of the previous Year. 

Consequently, the first extension to December 31, 2006, was requested on December 16, 2005, and the first 
payment of $200,000 also was made on December 16, 2005. Under the terms of the original deed, by 
requesting these extensions and making the required payments, Ancash Cobre would be required to prepare 
and file a feasibility study for a 15,000-tonnes-per-day (tpd) mining operation by December 31, 2006, and a 
bankable feasibility study by December 31, 2007.   

Pursuant to an addendum to the Transfer Deed (“Addendum ”), approved on August 27, 2004, an extension 
for a further four years was granted, subject to the payment of $400,000 for each year of the extension.   

In each case, these payments are to be made by the end of the year preceding the year of extension (e.g., the 
payment for the extension year 2008 must be made on or before December 31 2007).  The Addendum will 
lapse on December 31, 2011.  
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As a further consequence of the rescheduling provided for in the Addendum, Ancash Cobre proved, before 
December 31, 2005, that it has expended over $1 million in exploration at Magistral in the years 2004 and 
2005.  Ancash Cobre spent at least $1 million in that period.  Ancash Cobre has also made annual concession 
fee and penalty payments as required. 

The terms of the Transfer of Ownership Contract entered into by Banco Minero del Peru (now in liquidation), 
Centromin, and Ancash Cobre on January 18, 2001, and an addendum to the Transfer Deed entered into by 
the same parties on September 2, 2004, include the following provisions: 

·  Payment of $400,000 to Centromin at the date of execution of the Transfer Deed. 

·  Submission of a technical-economic study to reveal the optimum production that could be forecast for 
Magistral.  This was a condition for obtaining the Transfer Deed from Centromin.  The original study 
stated that a production rate of 25,000 tpd could be obtained.  An amended study, based on the 
results of exploration work, was later filed stating that a mining rate of 15,000 tpd was preferred. 

·  Extension of the investment term by four years from December 31, 2007, until December 31, 2011, 
provided that payments of $400,000 are made before the start of each additional year. 

·  Payment of an Annual Retribution (“RA”), which must be made each year as of the beginning of 
commercial production.  For the first five years the RA will be a minimum of 0.5 percent of the net 
value of sales.  Commencing with the sixth year of production, the minimum RA will increase to 0.75 
percent of net value of sales. The operator of the mine has to deliver the previous year’s audited 
financial statements or income tax return to Centromin on April 1st of each year after commercial 
production is achieved. 

·  Ancash Cobre shall spend a total of $1 million in exploration during 2004-2005 (until December 31, 
2005). 

·  Not later than December 31, 2006, Ancash Cobre shall submit a feasibility study that shall establish 
the basic characteristics of the mining-metallurgical project, with a minimum capacity of 15,000 tpd. 

·  Ancash Cobre shall prepare and file a bankable feasibility study, and seek and obtain financial 
approval for the project not later than December 31, 2007.  Centromin shall have 60 days to study and 
approve the bankable feasibility study, or to request more information.  The bankable study will 
establish the total investment required for project development, and a schedule for construction of the 
mine.  Ancash Cobre will be required to commit to an investment of at least 80 percent of the total 
capital expenditure required to build the mine. 

·  At the time of approval of the bankable feasibility study, Ancash Cobre shall submit a performance 
bond to Centromin.  This collateral will cover expenditures up to 30 percent of the scheduled 
investment commitment for the first year, and it will be renewed up to an amount of 30 percent for the 
second year, minus the actual investment made in the previous year.  This same procedure will apply 
every year until the completion of the scheduled investment commitment, on or before December 31, 
2011. 

The 15 Ancash Cobre mining concessions are part of UEA Magistral 2000, a grouping of mining concessions 
within a five-km radius as allowed by Peruvian mining law.  The title date of the oldest concession in any UEA 
determines the date of commencement of obligations regarding production and investment, or the payment of 
penalties for nonperformance of these obligations.  The five privatized Magistral concessions are the oldest 
concessions in the UEA Magistral 2000 (they were titled in 1934 to 1945).  However, they were privatized in 
January 2001, and according to Peruvian law they are not required to show evidence of minimum capital 
investments and mining production until 2007. 



 

50597568.3 22 

Ancash Cobre has taken the legal position that the other ten mining concessions in the Magistral UEA 2000 
have exactly the same status as the privatized Magistral concessions and should not be required to show 
evidence of production, or become liable for penalty payments in lieu until 2007.  The Ancash Cobre argument 
is based on the premise that since the Magistral concessions are the oldest in the Magistral UEA, all the other 
concessions are subject to the same conditions.  Further, because the Magistral concessions, by law, are not 
required to meet obligations regarding production and investment, or the payment of penalties in lieu, until 
2007, then all of the concessions in the Magistral UEA should be subject to the same requirements. 

This interpretation was in dispute at the highest mining administrative level, the Consejo de Mineria.   

Pending the decision of the Consejo de Mineria, Ancash Cobre had made the required penalty payments for 
the Magistral 11 to 18, Marita Uno and Marita Dos concessions on an annual basis since commencing its 
obligation in 2001.  In 2006, the Consejo de Mineria ruled in favor of Ancash Cobre, and the company was 
reimbursed for the penalty payments made to date. 

Because the privatized Magistral concessions are already subject to an RA based on net concentrate sales 
from the first year of production forward, Ancash Cobre has received an exemption from the new mining 
royalties that came into effect during 2004. 

Concession fees for mining concessions become due on January 1st of each year, and must be paid before 
June 30th of that year. If the titleholder fails to pay the concession fee for one year, it is permitted to pay it until 
June of the following year.  If the titleholder accumulates two years without paying the concession fee, the 
mining concession will lapse.  Six-year-old mining concessions are required to pay an annual fine of $6.00 per 
hectare.  The payment is due at the end of the first semester of the seventh year after the mining concession 
was titled (i.e., June 30th).  Titleholders are not required to pay the fine if they can prove that they have 
achieved a minimum production equal to $100 per hectare in the previous calendar year.  No allowance has 
been made in the project cost estimate for these payments. 

Project Exploration History 

The Pasto Bueno - Conchucos district, of which Magistral is a part, was known early in the colonial era as a 
gold-silver producing district.  Early records report the production of 22,000 ounces of gold and 44,000 ounces 
of silver between 1644 and 1647.  The prominent outcrops of copper oxides at Magistral were probably known 
at this time, but the first modern records of exploitation date to 1915 when the Garagorri Mining Company built 
a small smelting furnace to exploit high-grade surface ores from shallow workings in the Arizona and El Indio 
outcrops.  This operation continued until 1919.  

In 1920, engineer D.H. McLaughlin of Cerro de Pasco Corporation conducted a thorough study of the deposit 
area, which included topographic and geologic mapping.  A total of 854 meters of underground workings were 
accessible in 1920.  The property was examined and explored intermittently between 1924 and 1953, mainly 
by representatives of Cerro de Pasco Corporation, but no records of large-scale exploration programs exist for 
this period.  Cerro de Pasco purchased the Magistral concessions in 1950, but no significant work was done 
until 1969.  From 1969 to 1973, Minera Magistral conducted a surface and underground exploration program 
that focused on copper-bearing skarn mineralization on the south side of Magistral valley, at and above the 
valley floor level.  Buenaventura Ingenieros S.A. conducted a thorough evaluation of the Magistral deposit in 
1980-1981.  

In 1997, Minero Peru began the process to privatize Magistral by inviting open bidding.  An option to purchase 
the titles to the five Magistral mining concessions was awarded to Inca Pacific on February 18, 1999.  Inca 
Pacific agreed to a three-year, option-to-purchase agreement contract with Minero Peru S.A.  In November 
2000, Inca Pacific S.A. and Minera Anaconda Peru S.A. formed Ancash Cobre, as a holding company to carry 
out exploration and development at Magistral. 

Anaconda completed 2,491.5 meters of diamond drilling in eight holes in 1999 and 6,167.7 meters in 19 holes 
in 2000.  A further 15,980.38 meters in 49 holes were completed in 2001.  In March 2004, Inca Pacific 
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Resources Inc. acquired Anaconda Peru’s 51-percent interest in Ancash Cobre for $2.1 million, thus restoring 
its 100-percent interest in Magistral.  

In 2004, Ancash Cobre completed a 7,984.85-meter, 34-hole, diamond drill hole program, a geotechnical 
review, and initiated environmental baseline studies.  In 2005, IPR entered into a joint venture with Quadra 
Mining.  

In 2005 Ancash Cobre (funded by Quadra) drilled 14,349.35 meters in 60 holes.  In October 2005, Quadra 
withdrew from the joint venture and retained no interest. 

In 2006 Ancash Cobre completed a 7,073.5-meter, 49-hole, diamond drilling program, and a positive 
preliminary feasibility study was issued by SRK in October 2006.  In 2007, Ancash Cobre drilled 18,222.35 
meters in 116 drill holes, prepared a new mineral resource estimate, and completed this final feasibility study. 

Geology 

Geology 

The Magistral property is near the northeastern end of the Cordillera Blanca, a region that is underlain 
predominantly by Cretaceous carbonate and clastic sequences.  These units strike north to northwest and are 
folded into a series of anticlines and synclines with northwest-trending axes. 

The Cretaceous sedimentary rocks are bounded to the east by an early Paleozoic metamorphic terrane 
composed mainly of micaceous schist, gneissic granitoid, and slate.  The Cretaceous sedimentary sequence 
unconformably overlies these metamorphic rocks.  The Cretaceous rocks are structurally overlain by black 
shale and sandstone of the upper Jurassic Chicama formation that were thrust eastward along a prominent 
regional structure.  The Chicama formation was intruded by granodiorite and quartz diorite related to the 
extensive Cordillera Blanca batholith, which has been dated at 8.2 +/- 0.2 Ma. 

The Cretaceous sedimentary sequence is divided into a lower member dominated by clastic sedimentary 
rocks (sandstone, quartzite, shale, and minor carbonate) and an upper, dominantly calcareous, member 
(limestone, marlstone, sandstone, and calcareous shale).  

The clastic sedimentary rocks of the lower member include the Chimu, Santa, Carhuaz, and Farrat formations, 
which make up the Goyllarisquizga group.  The upper calcareous units include the Pariahuanca, Chulec, 
Pariatambo, Jumasha, and Celendin formations. 

Several major structural features are evident in the Cretaceous sedimentary rocks in the Magistral region, 
including anticlines, synclines, and thrust faults.  The trend of the fold axes and the strike of the faults swing 
from northwest to north near Magistral.   

On the district scale, the structural setting is complex, characterized by low-angle inverse faults and upright to 
overturned north-striking folds.  The Huacchara fault forms a major break in the stratigraphy to the east and 
west and is the predominant structural feature in the area of the property, with a vertical displacement 
estimated to be at least 1,000 meters.  This fault strikes north and dips about 60º to the west, juxtaposing 
quartzites of the Chimu formation against the carbonate-dominant Jumasha formation.  The Huacchara fault is 
one of the most important structures in the district, and can be traced for over 25 km from Magistral toward the 
north. 

East of the Huacchara fault, the stratigraphy is predominantly in a series of tight, thrust-folded anticlines and 
synclines with axes striking and dipping to the northwest and limbs dipping between 10 and 50º.  Between 
Laguna Pelagatos and Magistral, a large overturned fold, which is related to the Huacchara fault, is cored by 
the Pariahuanca, Chulec, and Pariatambo formations, suggesting that the stratigraphy at Magistral, and in 
particular the skarn-hosting Jumasha formation, may be overturned as well. 
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The reverse faults in the area of Magistral vary between high-angle and low-angle, the latter constituting 
bedding plane thrusts striking northwest and affecting primarily the Jumasha and Celendin formations. 

West of the Huacchara fault, the structural setting is similar, consisting of a large synclinal fold with an arcuate 
axis, striking approximately northeast. 

Geological work in the area documents several stages of deformation, ranging in age from upper Cretaceous 
to Miocene.  Red beds of the Chota formation situated south of Magistral have been dated at 50-44 Ma and 
discordantly overlie Cretaceous calcareous rocks, evidence of a pre-Eocene event.  Since the red beds are 
folded and included in thrust faulting, a younger tectonic event is also indicated.  The roughly east-west 
trending alignment of intrusive stocks in the region of Magistral indicates that preintrusive structures had an 
affect on the location of intrusions. 

The main lithologies can be separated into two principal domains divided by a regional north-south striking 
thrust fault, named the Huacchara fault.  The stratigraphy on the east side of the fault is dominated by the 
Jumasha formation, but contains some units of the Celendin formation.  The easternmost part of the property 
is underlain by strata of the Pariahuanca, Chulec, and Pariatambo formations, comprised of sandstones, 
marls, and black shales of Cretaceous age. 

The Jumasha and Celendin formations are Cretaceous in age.  The Jumasha is composed mainly of medium-
to thick-bedded limestone.  It includes four principal stratigraphic members with a total measured thickness of 
approximately 900 meters and is the principal host to skarn mineralization at Magistral.  

The Celendin formation outcrops mainly in the walls of the hanging valleys to the northeast of the Magistral 
deposit.  It comprises units of gray marlstone, calcareous shale and thinly bedded limestone, and has a 
stratigraphic thickness of at least 300 meters. 

A complete section of the regional stratigraphy is exposed on the west side of the Huacchara fault.  The 
lowermost unit is a quartzite member of the Chimu formation, overlain by the Cretaceous (Aptian) clastic 
sequences of the Santa, Carhuaz and Farrat formations.  These units are overlain by the Pariahuanca, Chulec 
and Pariatambo formations, which are, in turn, overlain by the Jumasha and Celendin formations. 

The leading edge of this unit is the Conchucos fault, and because the imbricate tectonics of the belt do not 
seem to have affected the basement, the structural setting of the region is considered to be thin-skinned, 
consisting of low-angle thrust faults and horizontal shortening in the order of 10 km east-west. 

Numerous northeast-trending lineaments cut the low-angle features, resulting in disruption to fold axes, 
termination of folds, the alignment of intrusive bodies along them, and appear to have had an affect on the 
position of Quaternary-age glacial valleys. 

Intrusive rocks are represented by small stocks and dikes of Miocene diorite to quartz monzonite composition. 
 The intrusions, including the Magistral stock, were emplaced along a northeast-trending zone extending along 
the Magistral valley. 

Thick accumulations of unconsolidated gravel, lacustrine deposits, and talus are found at lower elevations, 
and are related to fluvioglacial and lacustrine environments associated with alpine glaciation and earthquake 
activity.   

The massive blocky talus on the southeast side of the Magistral valley (Arizona and El Indio areas) is the 
result of landslides caused by the 1946 earthquake . 

The stratigraphy is dominated by the Jumasha formation limestone, which generally strikes north and dips 
west.  The limestone was intruded by the Magistral stock, a diorite to quartz monzonite intrusion with 
dimensions of about 600 meters east-west by 400 meters north-south at the 3,950-meter level.  The upper 
surface or hanging wall of the stock plunges westerly at about -45º to -60º.  During the emplacement of the 
Magistral stock, zones of metasomatic alteration, or skarn, were formed around its borders.   Jumasha 
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limestone, skarn, and intrusive rocks have been affected by normal and reverse faulting that caused 
displacements of 5 to 60 meters in all units. 

Lithology 

Stratigraphy 

Well-bedded, dark-gray recrystallized micrite limestone of the Jumasha formation is the principal sedimentary 
rock, but the limestone sequence also contains thin beds of calcareous shale, siliceous carbonate sediment, 
and recrystallized sandstone.  The sedimentary rocks dip to the west at approximately 45º. 

The limestone becomes progressively more bleached of its carbon content as the Magistral deposit alteration 
zone is approached.  Toward the intrusive, a sharp contact generally separates unaltered limestone from 
metasomatically altered rock or skarn.  Distal bodies of skarn can occur in limestone up to 150 meters 
outboard of the main skarn contact.  Remnants of limestone or marble within the alteration aureole of the 
Magistral deposit are usually bleached white, and are generally coarser grained than those outside the 
aureole. 

Intrusive Rocks 

The Magistral intrusive stock has an irregular elliptical shape in plan view, and measures approximately 600 
meters east-west by 400 meters wide at the 3,950-meter elevation.  At this level, the intrusion occupies 
approximately 0.24 km2 of area.  

As shown on the northeast sections, the body appears to plunge toward the west at approximately -45º to -60º 
and is up to 350 meters wide orthogonal to the plunge axis.  Drilling has fairly well bracketed the areal extent 
of the intrusive body near the present surface, although its shape and attitude below the 3,900-meter level are 
less well understood.   

It should be noted that the evidence for a westerly plunge is provided mainly by the attitude of the hanging-wall 
contact, as drilled above the 3,900-meter level.  Deeper drilling, cutting completely through the deposit, will be 
needed to confirm this orientation. 

Based on post alteration textures and compositions, the degree of alteration, the density of veins, and the 
tenor of copper and molybdenum mineralization, three different facies of intrusive rocks have been mapped.  
These different rock types are often readily identifiable in hand specimen, but the distinguishing characteristics 
are secondary.  Primary intrusive textures and compositional criteria do not serve to distinguish each facies 
because equigranular to porphyritic textures and diorite to quartz monzonite compositions are characteristic of 
the entire Magistral stock.  The three facies distinguished in the field are named San Ernesto, Sara, and H.  
The H facies was named for its weakly mineralized nature.  

The present writers and others consider the stock to represent one intrusive body, and the apparent textural 
and compositional differences among the intrusive facies mapped by Ancash Cobre field workers actually 
reflect variable intensities of hydrothermal alteration, veining, and sulfide mineralization, or possibly the effects 
of magmatic differentiation.   

Based on the available field and petrographic evidence, the San Ernesto, Sara, and H intrusive facies are 
considered to be distinctive alteration facies and not separate primary phases of the Magistral intrusion, an 
interpretation that would not change the current resource estimate.  More petrographic studies and field 
alteration mapping are required to resolve this question. 

In this report, the field terms San Ernesto porphyry, Sara porphyry, H porphyry (or porphyry H), and Magistral 
porphyry, which are embedded in the Magistral literature, are used interchangeably with their equivalents San 
Ernesto facies, Sara facies, H facies, and Magistral intrusion.  Both sets of terms serve in a general sense to 
distinguish the three main alteration/mineralization facies and to refer to the Magistral intrusion.  In strict 
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scientific usage, the general term “porphyry” is avoided in the contexts above because of its genetic and 
textural connotations. 

The San Ernesto facies has the best-developed porphyry-style alteration and mineralization and is 
characterized by moderate to locally strong potassic and sericite-quartz alteration. Copper and molybdenum 
grades are higher than in the Sara and H facies, due to the greater incidence of quartz-sulfide veinlets 
associated with the sericite-quartz alteration.  The Sara facies has weak potassic and phyllic alteration, and 
much weaker copper and molybdenum mineralization.  The H facies has highly variable sericite-pyrite 
alteration.  

One of the definitive characteristics of the H facies, allowing easy recognition in drill core, is the presence of 
dense stockwork and sheeted zones of late-stage, barren quartz veins.  These veins are so closely spaced in 
some areas that they almost completely replace the original intrusive rock and earlier mineralized veins.  
These late-vein swarms also cut skarn, leaving a texture of angular silicified fragments and relict segments of 
skarn in a dense stockwork of translucent to white quartz veins.  

A complex of porphyritic dykes and/or sills was emplaced into the Jumasha sediments, forming an intrusive-
and-skarn zone (the mixed zone) primarily on the western, or hanging-wall side of the intrusive stock.   

The mixed zone intrusions were emplaced prior to mineralization, and were likely coincident with the 
emplacement of the stock.  However, intermineral dikes cutting the San Ernesto intrusion appear similar in 
texture and composition to the dikes or sills in the hanging wall of the stock, suggesting that later intrusive 
pulses continued after the main intrusive event.  Low-angle, roughly bedding-parallel fault zones may have 
acted as zones of weakness along which the sills in the mixed zone were injected.  Since the intrusive stock 
dips steeply to the west, subparallel to the dip of the Jumasha sediments, the emplacement of the entire 
intrusive body may have been guided by bedding plane faults. 

San Ernesto Facies 

The San Ernesto facies is the most important alteration facies in the Magistral stock.  It hosts the greater part 
of the copper and molybdenum mineralization in the deposit, mainly in stockwork and sheeted zones of 
quartz-sulfide veins.  Disseminated copper and molybdenum mineralization also occurs in the wall rock. 

The dominant composition of the San Ernesto facies is quartz monzonite, but its quartz content and the ratio 
of orthoclase to total feldspar vary, so compositions range from diorite to quartz monzonite as orthoclase and 
quartz contents increase.   

Some minor porphyritic phases, interpreted to have intruded the main porphyry, have quartz phenocrysts and 
a distinctly different porphyritic texture.   

Textures range from medium-grained equigranular to porphyritic, with grains (in equigranular rocks) and 
phenocrysts ranging from 0.5 to five millimeters.  Porphyritic varieties have a microcrystalline to granular 
groundmass of fine aggregates of quartz, potassium feldspar, and minor ferromagnesian minerals.  The rock 
typically contains between 25 and 35 percent plagioclase grains or phenocrysts and up to 10 percent 
amphibole and biotite.   Plagioclase and hornblende phenocrysts are subhedral to euhedral; biotite is 
anhedral. 

The San Ernesto facies is characterized by moderate to locally strong hydrothermal alteration.  The earliest 
alteration is calcium-silicate (clinopyroxene, tremolite/actinolite).  This was followed by potassic (secondary 
biotite-orthoclase-quartz) and late, overprinting phyllic (sericite-pyrite) phases. 

The San Ernesto facies locally contains well-developed systems of multidirectional quartz-sulfide veinlets.  In 
drill core, veinlet densities can reach 30 to 40 per meter.  In the Sara facies, the veins are similar but are much 
less frequent. 
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Sara Facies 

The Sara facies is weakly altered and occupies the eastern part of the Magistral deposit where it is in contact 
with skarn in the Asturias, La Gringa, and El Indio areas.  Like the San Ernesto, the composition ranges from 
diorite to quartz monzonite.  Alteration in the Sara is weak to moderate potassic, with secondary biotite 
replacing amplibole and primary biotite.  Zones of endoskarn are present near the contacts with exoskarn.  
The Sara facies is interpreted to be the core of the Magistral intrusion. 

The central zone of the Sara facies has a coarse-grained equigranular texture, but border phases near skarn 
contacts are sometimes porphyritic.  Phenocrysts comprise plagioclase (40 percent), hornblende (eight to 10 
percent) and biotite (six to eight percent) in an interstitial matrix (or groundmass, in porphyritic phases) of 
plagioclase, potassium feldspar, quartz, amphibole, and biotite. 

Copper-molybdenum mineralization occurs in sparse quartz-pyrite-pyrrhotite veinlets, and less commonly in 
quartz-calcite veins.  Weakly mineralized zones of disseminated pyrite-pyrrhotite-chalcopyrite are also present.  

H Facies 

In the 2004 and 2005 drilling campaigns, “H porphyry” was a field term used to describe a strongly sericite-
altered, intensely fractured, and quartz-veined intrusive rock.  Some Ancash Cobre geologists considered it to 
be a distinct primary phase of the Magistral intrusion, but at the present time, it is believed that the H porphyry 
is a late alteration facies (H facies), characterized by abundant sericite and dense stockworks of barren to 
weakly mineralized quartz veins.  The strong overprinting sericite alteration in the core of the H facies zones 
gradually weakens outwards and has very irregular gradational contacts with San Ernesto facies alteration.  H 
facies alteration zones are present in the north-central (Chavin) and southwest (San Ernesto) sectors of the 
deposit, where they have the forms of irregular lenses near contacts between skarn and the main body of San 
Ernesto porphyry (Sections 1400 NE to 1600 NE). 

The H facies characteristically has much lower copper and molybdenum grades than the San Ernesto and 
Sara facies, but the amount of copper and molybdenum mineralization is inversely related to the intensity of 
the alteration and, particularly, to the volume of barren quartz veins. 

The strong texture-obliterating H facies sericite alteration most commonly occurs overprinting potassic and 
propylitic alteration of the San Ernesto facies.  Another characteristic of the H facies alteration is the presence 
of stockwork and sheeted zones of overprinting weakly mineralized to barren quartz and quartz-calcite veins, 
sometimes with more than 40 veins of five to 20 millimeters per meter in drill core.  The veins have strong 
silicified alteration envelopes.  Vuggy textures are common, with cavities on the borders and in the cores of 
the veins.  The veins are so closely spaced in some places that they almost completely replace the original 
intrusive rock and earlier mineralized veins.  These late vein swarms are not restricted to the stock; in some 
areas adjacent to the intrusive contact they also cut skarn, forming rock composed of relict angular silicified 
fragments and blocks of skarn in a dense stockwork of translucent to white quartz and quartz-calcite veins.  

Dikes and Sills 

There are weakly altered, weakly mineralized, coarse-grained dikes that are most common in the peripheral 
areas of the Magistral deposit, including the mixed zone.  They contain disseminated pyrite with minor 
chalcopyrite, and scarce quartz veinlets.  

Alteration consists of propylitization and silicification.  These dikes were probably emplaced in the later stages 
of the mineralizing process.  

Andesitic to basaltic andesite subvolcanic dikes are scarce.  Textures are aphanitic to porphyritic; some have 
phenocrysts of plagioclase, hornblende, or biotite.  These unmineralized late dikes intrude all lithologies 
including Jumasha limestone. 
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Alteration 

Several distinct styles of alteration are present in the Magistral deposit. Contact-metamorphic (metasomatic) 
alteration affected the Jumasha carbonate rocks during the emplacement of the Magistral intrusion, forming 
skarn within the thermal aureole of the intrusive.  Endoskarn formed in the border zones of the intrusive 
complex and in peripheral dikes and sills.  Post emplacement hydrothermal events caused widespread 
porphyry-style alteration in the intrusion and retrograde alteration of skarn.  Fracture-controlled silica-pyrite-
arsenic alteration in the main deposit, and bands of orpiment-realgar in unaltered limestone, are interpreted to 
postdate retrograde skarn alteration.   

Porphyry-Style Alteration in the Magistral Stock 

The Magistral stock has undergone moderate to locally strong hydrothermal alteration.  The earliest alteration 
is calcium-silicate (clinopyroxene, tremolite/actinolite).  This is followed by potassic (secondary biotite-
orthoclase-quartz) and late, overprinting phyllic (sericite-pyrite) phases.  In the case of the H facies, very 
strong sericite alteration, with wall-rock silicification in strongly quartz-veined zones, overprints and destroys 
the textures and alteration of the preexisting San Ernesto facies.  

Both potassic and quartz-sericite alteration facies are important hosts of copper-molybdenum mineralization, 
with potassic facies significantly more important volumetrically than the superimposed quartz-sericite facies.  
The H facies phyllic alteration, where best developed, is barren. 

Argillic alteration is characterized by the development of quartz, green clay or sericite, and chlorite associated 
with weakly developed quartz veining.  The argillic facies has replaced the original rock constituents and hosts 
only weak copper and molybdenum mineralization.  Parts of the Sara facies and significant parts of the San 
Ernesto facies have been affected by argillic alteration. 

The distribution of potassic alteration (commonly including secondary K-feldspar and biotite) in the Magistral 
stock is not well understood; there may be abundant secondary K-spar flooding of the rock groundmass in 
areas of intense potassic alteration.   

Fine-grained potassium feldspar is very difficult to distinguish from fine-grained plagioclase and quartz in hand 
specimen.  Sodium cobaltnitrite staining, a field test for potassium feldspar and a diagnostic test for potassic 
alteration, was never conducted at Magistral.   Such testing would greatly aid the mapping of alteration facies 
in the Magistral stock. 

Distal Skarn and Skarn 

Skarn is developed at the contact between the Magistral intrusion and the Jumasha carbonate rocks.  In many 
areas in the footwall of the Magistral stock, the mixed zone dikes are absent.   

The skarn here is similar to the skarn lying outboard of the mixed zone in other parts of the deposit.  Skarn 
near the intrusive contact is composed of clinopyroxene and red to brown garnet in varying proportions.   

Garnet composition is intermediate between andradite and grossularite; pyroxene is inferred to be 
intermediate between hedenbergite and diopside.  Toward the skarn-limestone contact, the proportion of 
green garnet and clinopyroxene often increases.   

Lenticular and irregular bodies of distal skarn are present in limestone well beyond the limits of the main skarn 
contact.  Examples of distal skarn zones are San Blas, El Indio, La Gringa, and Asturias.  These are green-
colored skarns that contain green garnet, lesser brown garnet, abundant clinopyroxene, and minor quartz and 
wollastonite.  Retrograde alteration is well developed in many distal skarns, generally in haloes bordering 
quartz-chlorite-epidote-calcite veins. 

The distal skarns lying 50 meters or more from the main skarn front often have large garnet crystals that form 
a coarse mosaic with quartz-calcite-chlorite-magnetite or chalcopyrite-pyrite-magnetite filling the large 
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interstices.  In some cases, the copper content in these coarse-grained skarns can reach five percent or more. 
Such coarse-grained skarns may have formed from limestone with high porosity, perhaps including 
fossiliferous (bioclastic) beds. 

Mixed Zone 

The name “mixed zone” is given to a transitional zone of intercalated skarn and intrusive bodies that lies 
between the main intrusive and exoskarn.  This zone contains bodies or lenses of skarn alternating with 
porphyritic (San Ernesto) and coarse-grained granitic (intermineral) dikes or sills.  In drill core, the intrusive 
and skarn intervals have widths ranging from less than a meter to tens of meters. 

In the mixed zone, skarn is composed mainly of red-brown garnet and clinopyroxene, and has a fine- to 
medium-grained granoblastic texture.  Endoskarn is common in mixed zone intrusions. Retrograde alteration 
(typically, calcite-quartz-smectite-chlorite-clay, with K-feldspar-biotite-calcite in intensely altered zones) is 
widespread and locally intense.  The intrusions in the retrograde skarn zones often have propylitic alteration 
overprinting earlier potassic and phyllic phases.  

Both retrograde-altered skarn and intrusive rocks often have well-developed quartz-pyrite-chalcopyrite-
molybdenite vein stockworks.   

Endoskarn 

Endoskarn is developed in the border zones of the Magistral stock, and in the intrusions in the mixed zone 
outboard of the main intrusive contact.  

Endoskarn often has relict granitic or porphyritic texture, with primary plagioclase, hornblende and biotite and 
lesser red to brown garnet and pyroxene.  

In well-developed endoskarn, primary texture is virtually obliterated by the development of red to brown garnet, 
pyroxene, and green garnet.  Retrograde alteration (chlorite-smectite-calcite-clay) is present in endoskarn in 
the mixed zone.  

Hornfels and Skarnoids 

Hornfels and skarnoids are developed in thin beds of calcareous shale and siltstone that are interbedded with 
limestone.  One specimen of skarnoid is composed of fine-grained calcite, quartz, a green clay / chlorite 
mineral, and minor apatite. 

Structure 

Six principal low-angle or thrust faults have been recognized in the deposit area.  The two named faults are 
the Keith Glover thrust and the San Ernesto fault.  These faults strike northerly and dip to the west at 25º to 
45º.  Where the San Ernesto fault intersects the San Ernesto adit, the San Ernesto fault strikes north and dips 
west at 40º to 55º and has a strike-slip displacement on the order of 60 meters.  Three major normal faults are 
also recognized: Chavin, B normal and C normal.  

The best-defined fault is Chavin, which strikes north and dips subvertically.  There are local vertical 
displacements of 5 to 50 meters along the plane of this fault.  There are also numerous smaller unmapped 
faults, which are marked by fracture and rubble zones in drill core.  The attitudes of these minor features are 
not known. 

Exploration 

The exploration and mining history of the Magistral property is summarized by campaign in the table below  
The most recent drilling program was conducted by Quadra between April and June 2005 and was directly 
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supervised by Ancash Cobre personnel on behalf of Quadra.  The drilling project did have oversight by Sivertz, 
MDA, and Quadra personnel. 

Magistral Exploration History 

Year Company Exploration Activity 

Spanish Colonial Era Underground tunneling, small-scale mining 

1915 – 1919 Minera Garragori Surface and underground mining, smelting 

1944 Cerro de Pasco Metallurgical studies 

1950 – 1953 Cerro de Pasco Geological studies 

1969 - 1973 Minera Magistral SA Diamond drilling (11 holes), underground tunneling (938 m), 
surface trenching. 

1981 Buenaventura (BISA) Prefeasibility assessment of known mineralization 

1999 – 2002 Inca Pacific / Anaconda Peru IP, magnetometry, geological mapping, sampling, geochemistry, 
diamond drilling (76 holes) 

2004 Inca Pacific Diamond drilling (34 holes), sampling, resource estimation. 

2005 Quadra Mining Diamond drilling (60 holes), metallurgical sampling, resource 
estimation, metallurgical and other studies 

2006 Inca Pacific Diamond drilling  (49 holes) & a preliminary feasibility study 

2007 Inca Pacific Diamond drilling  (116 holes) & a final feasibility study 
 
Copper-molybdenum mineralization has been adequately explored to approximately 300 meters below the 
surface in most parts of the Magistral stock and the adjacent skarn zones.  Nevertheless, the section of the 
San Ernesto skarn zone above the valley level has not been adequately drilled.  This is due to steep and rocky 
surface topography and the blocky landslide debris in this area, which have prevented construction of surface 
drilling platforms. 

Topographic Surveys 

The coordinate system in use on the property is UTM zone 18 L, datum Provisional SAD 1956.  Maps at 
scales of 1:100,000 and 1:25,000 are available from the Instituto Geografico Nacional. 

In 1999, Inca Pacific requested Eagle Mapping Peru to prepare 1:5,000-scale maps with five-meter 
topographic intervals for a 3,600 hectare area (6 km2).  The air photographs used as the base for the 
topography are at a scale of 1:40,000. 

A closed polygonal baseline, formed by 10 points (Julio, Polvorín, San Ernesto, Sara, Rincón, Pirita, Zapato 
Rojo, Heidi, Chamba and Elena) represents the basis for topographic measurements within the project area 
(Acuña, 2001).  An additional point, Cruce 1, with coordinates N 9,090,696.44 and E 194,171.53, lies in the 
middle of the property.  All of the polygonal points have UTM coordinates, measured with a Geodimeter 608M 
total station. The total length of the polygonal line is 3663.245 m.  The resulting errors are as follows: N: -
0.0253m; E: 0.1098m; Z: 0.1832m; angular: 0.0026°.  The polygonal line was referenced to two survey datum 
points, Cuello and Cajón, both belonging to the Peruvian national geodesic grid. 

Geomecanica S.A.C. completed a detailed survey in March 2007.  This survey resulted in a conversion factor 
from the coordinate system used at the mine (Zone 18 PSAD 56 UTM coordinates) to Zone 18 WGS-84 
coordinates.   

All of the resource work was completed in the mine coordinate system. 

Geological Mapping 

The Pallasca quadrangle, at 1:100,000 scale, provides the regional geology and structural setting of the 
Magistral deposit. 
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Ancash Cobre completed the extremely difficult task of mapping approximately 50 km2 of rough terrain 
surrounding Magistral at a 1:10,000 scale.  The mapping was intended to define the district-scale stratigraphy 
and structure.  Further surface geological mapping in the immediate deposit area in 2000 (coverage 2.5 km2, 
scale 1:2,000).   

This work shed much light on the main characteristics of the skarn mineralization and the immediate structural 
setting of the deposit.   

Ancash Cobre continued detailed geological mapping in the deposit area in 2005.  As drill access roads and 
platforms were constructed, new outcrops were exposed and subsequently mapped by Ancash Cobre 
geologists. 

Geochronological determinations were made for several intrusions in the immediate deposit area.  The data 
established a 14.6 to 15.3 Ma age for the Magistral intrusive complex. 

Surface Sampling 

Surface rock geochemical sampling completed between 1999 and 2002 was carried out by samplers under 
the direct supervision of an Anaconda geologist.  Channel samples (two meters long and 25 cm wide) were 
chipped from mineralized outcrops from the La Gringa, Chavin, San Ernesto, San Blas, Arizona, and Zona 
Norte Zones.  A total of 131 samples, each weighing approximately 20 kg, was sent to the CIMM laboratory in 
Trujillo, Peru, for preparation.  The sample pulps were then forwarded directly to the CIMM laboratory in Lima 
for ICP analyses. 

Anaconda conducted rock geochemical sampling in 2000.   

The survey area was approximately seven square kilometers, and the survey was apparently focused on un-
mineralized outcrops.  The samples were taken at 50-meter centers in outcrop areas, and on a where-found 
basis where outcrop was sparse.  The samples were rock chips taken from one-meter-square panels.  The 
survey yielded a total of 353 six-kilogram samples.  They were sent to the CIMM preparation lab in Trujillo and 
then to CIMM Lima for multi-element ICP analysis.  The results of this survey indicate that copper grades are 
erratic, but a very weak 50-ppm anomaly surrounds the deposit. Minor anomalies exist near the distal skarn 
showings at Asturias and San Blas.  Both of these anomalies may be due simply to dust contamination from 
past blasting and other exploration and mining activities.   

Southwest of the deposit (at UTM coordinates 193500 E - 9098500 N), a weak anomaly with Cu grades up to 
800 ppm is hosted by diorite exhibiting weak potassic alteration and containing weakly disseminated and 
fracture-filling chalcopyrite mineralization.  An arsenic anomaly with grades up to 1,000 ppm As lies to the 
northwest of the deposit.  This north-tending anomaly is approximately 500 meters long and 100 meters wide, 
and is situated between UTM coordinates 193500 E to 193600 E and 9091000 N to 9091500 N.  Molybdenum 
grades are highly erratic and occur as weak isolated anomalies of up to 20 ppm. 

Underground Mapping and Sampling 

In the early 1970s, Minera Magistral drove 938 meters of lateral underground workings, including raises, drifts, 
and crosscuts in the San Ernesto, Arizona, and Sara-El Indio skarn bodies.  The San Ernesto adit was 
collared in a prominent skarn outcrop a few meters above the valley bottom, at an elevation of approximately 
4,065 meters.  Minera Magistral also drove a 30-meter ventilation/escape raise to surface and drilled eight 
horizontal and three inclined drill holes from crosscuts and drill stations in the main adit.  

Minera Magistral collected contiguous 1.5-meter channel samples from both walls of the San Ernesto adit and 
crosscuts as far east as the fault zone at 270 meters.  Beyond this point, only the south wall was sampled 
except where interrupted by crosscuts.  Each channel sample was assayed for total Cu, Ag, and Mo.  
Composite samples, each composed of 15 contiguous channel samples, were assayed for total Cu, oxide Cu, 
Ag, Mo, Au, Zn, and WO3.  The average copper grade for the skarn from 0 m to 270 meters, based on the 
composite samples, is 1.47% Cu; the section of weakly mineralized marble and banded skarn from 270 to 
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367.5 meters near the end of the adit averages 0.49% Cu. Due to the “nuggety,” coarse-grained nature of the 
sulfides, there is considerable variation in the copper grades of individual samples cut from opposite sides of 
the adit and the crosscuts, but the differences tend to even out when large numbers of samples are 
composited. 

Minera Magistral also explored the Sara-El Indio zone by means of the Sara adit, collared near the valley 
bottom some 275 meters northwest of the main El Indio outcrop.  The adit was driven 300 meters on a 
heading of 117o in an attempt to intersect the El Indio skarn at depths of 100 to 150 meters below surface.   

Crosscuts were driven to explore the faulted skarn zones encountered at points 195 meters and 220 meters 
from the portal.  Minera Magistral sampled the south wall of the Sara adit from 87 to 298 meters from the 
portal; the north wall was sampled only in the skarn zone from 189 to 222 meters.  Three holes were drilled 
from the Sara adit; two were horizontal and encountered no mineralization of interest.  The last hole, M-14, 
drilled at –30o from the south end of the western crosscut, intersected weakly mineralized porphyry and 
moderately mineralized skarn.  The best mineralized skarn sections, at 114 to 120 meters and 136 to 142 
meters, assayed 0.46% Cu and 0.56% Cu, respectively.  Molybdenum grades were very low.  

Anaconda personnel mapped and collected continuous channels from the right side of the San Ernesto and 
Arizona adits. 

These samples were taken at the same sites that were sampled by Minera Magistral in 1969-1973.  The 
samples were collected systematically over two-meter intervals, from channels 20 cm wide and five cm deep.  
A total of 487 samples was collected, each sample weighing approximately 20 kg.  The sampling coverage 
extended a total linear distance of 974 meters.  Samples were sent to CIMM in Trujillo for preparation and 
forwarded to CIMM in Lima for ICP analyses. 

Workers in 2004 inspected the underground workings, and found the rock faces to be dirty and heavily 
oxidized in areas with high sulfide content.  Nevertheless, many clean “windows” still provide excellent 
exposures of San Ernesto porphyry, endoskarn, proximal garnet exoskarn, hydrothermal breccia, and 
bleached limestone.  The Chavin and San Ernesto faults are also exposed in the underground workings, as 
well as sets of late-stage, quartz-sulfide-calcite fissure veins hosted by shallowly southeast dipping faults. 

Geophysical Studies 

Inca Pacific contracted Val D’Or Geofisica S.A. to carry out a short program of induced polarization-resistivity 
and magnetic surveys in the deposit area.  The surveys, conducted in May 1998, included five east-northeast 
to northeast oriented lines (2.6 km) of IP-resistivity in the relatively accessible terrain along the Magistral valley 
axis, and 14 lines (14 km) of magnetics on a separate N-S grid.  The IP (chargeability) and resistivity results 
are difficult to interpret due to the small area surveyed.  A number of zones of apparent high chargeability in 
overburden-covered areas west of the known skarn zone were partially defined, but these zones remain open, 
and their causative factors are unknown.  Resistivity data representing bedrock at a 120 meters depth outline 
an area of low resistivity (200 to 300 ohm-meters) measuring 300 to 350 meters wide by 450 to 700 meters 
long centered in the Magistral cirque, but covering western and central sections of the San Ernesto zone.  The 
area of low resistivity is open in all directions except to the SW and possibly to the northeast.  Like the IP data, 
the resistivity data are inadequate to allow the complete definition of anomalies. 

The magnetic data, which are available from a much larger area, define an east-west elongated, roughly ring-
shaped feature consisting of numerous ovoid to linear zones of low and high magnetic susceptibility.  The ring 
is 75 to 150 meters wide and surrounds a 250 to 300 meters by 600 meters core zone with low magnetic 
susceptibility.   

Individual, sharply defined, strong magnetic high and low anomalies in the southern section of the ring are 
directly associated with the San Ernesto, Arizona, and El Indio (Sara) skarn zones.   

Less well-defined, weaker magnetic highs are associated with the Rio Tinto skarn north of the San Ernesto 
zone, and a broad belt of diffuse magnetic highs extends east-southeast from Rio Tinto to the La Gringa zone.  
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Val D’Or Geofisica interprets the ring-shaped pattern of magnetic anomalies to represent tabular magnetic 
bodies 50 to 200 meters wide arranged around a core of nonmagnetic rock and offset by northwest, north, and 
northeast striking faults. 

Geoinformaciones, of Santiago de Chile, carried out a ground magnetometer survey consisting of 53 line 
kilometers on 17 north-south oriented lines.  The lines were spaced at 200 meters, and readings were taken at 
five-meter intervals on the lines.  The survey was centered on the Magistral deposit, and extended to an 
adequate distance from the deposit.  The purpose of the survey was to determine if the skarn zones had a 
distinct magnetic signature that would allow geophysical mapping. 

The survey defined a magnetic anomaly, which was interpreted to be in response to magnetite-bearing skarn. 
 Other anomalies were also detected, including an important response approximately 200 meters north of La 
Gringa, and another 500 meters to the southeast of the Arizona zone.   Due to the steep, rocky topography to 
the southeast of the Arizona zone, only the anomaly north of La Gringa was explored by drilling.  Drill hole PM-
19 did not intersect important skarn mineralization, but cut marble and wollastonite bearing skarn.  The source 
of the anomaly is interpreted to lie deeper than the limit of drilling. 

A second geophysical survey included an Induced Polarization (“IP”) / resistivity survey consisting of 24.4 line 
kilometers on 11 separate profiles.  The lines were oriented north-south, with dipole spacing of 100 and 200 
meters.  The survey data suggest high conductivity at depth beneath the valley.  Unfortunately, the extreme 
topography made interpretation of the survey data difficult. 

Petrographic Studies 

Following completion of the 1999 drilling campaign, various petrographic studies were carried out.  In 2000, 20 
thin sections of samples from drill holes PM-2, PM-3 and PM-8were examined.  Carbonate rocks were 
described as calcareous siltstone, mudstone, and limestone (Jumasha or Celendin formation).   

Three varieties of quartz monzonite were identified, including porphyritic, nonporphyritic/equigranular and 
nonporphyritic/inequigranular, each variety being made up of primary phenocrysts of plagioclase, hornblende, 
and biotite in a groundmass of potassium feldspar and quartz. 

Anaconda noted weak, porphyry-style hydrothermal alteration, including potassic alteration with subordinate 
endoskarn (potassium feldspar + biotite + clinopyroxene), propylitic alteration (epidote + chlorite), and phyllic 
alteration (sericite).   

Low-to-intermediate iron prograde skarn development was characterized by clinopyroxene (salite) replacing 
garnet (grandite).  Retrograde skarn development was observed in vein haloes and in areas of disseminated 
mineralization.   

Molybdenite is associated with the assemblage quartz + potassium feldspar + epidote and is earlier than 
copper mineralization in quartz veins.  In a simplistic paragenetic sequence, molybdenite is followed by 
magnetite, pyrite, chalcopyrite, and tetrahedrite-calcite . 

Mineralogical Studies 

Seventy seven polished sections of samples from 31 drill holes from Anaconda’s 2000 and 2001 campaigns 
were examined in 2001.  Chalcopyrite was recognized as the predominant Cu species, with minor tennantite-
tetrahedrite.  Traces of enargite, realgar, orpiment, bornite, chalcocite, covellite, and cuprite were occasionally 
observed.  Other sulfide minerals noted were abundant pyrite, lesser amounts of molybdenite, arsenopyrite, 
sphalerite and pyrrhotite, and rare galena and marcasite.  The bulk of the arsenic is present in tetrahedrite and 
arsenopyrite, but some occurs in enargite, realgar and orpiment.  Minor magnetite, hematite, rare limonite and 
rutile were noted. 
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Mineralization 

The Magistral deposit comprises three distinct styles of sulfide and iron-oxide mineralization: 

·  Porphyry-style veins and disseminations in wall rock. 

·  Skarn-hosted mantos with interstitial disseminated to massive sulfides 

·  Late-calcite veins and fracture-controlled silicification containing tetrahedrite-tennantite, orpiment, 
realgar, possibly other sulfosalts, and Cu-As compounds. 

Veins and disseminated mineralization are similar in both intrusive rocks and skarn, and there is no apparent 
dependence on host rock type.  There is no important supergene copper or silver mineralization at Magistral.  

Mineralization Exposed at Surface and in Undergroun d Workings 

The largest outcropping mineralized zones in the Magistral skarn are named San Ernesto, Arizona, Sara (El 
Indio), and Chavin.  The San Ernesto, Arizona, and Sara zones are actually segments of a continuous skarn 
deposit, which has been imbricated by postmineral faults.  The outcrops of these zones now form a series of 
resistant knobs and steep bluffs extending 900 meters easterly along the south side of the Magistral cirque, at 
elevations of 4,100 to 4,360 meters.  The Chavin (formerly Rio Tinto) zone, which outcrops as small scarps 
and bluffs at elevations of 4,100 to 4,190 meters on the northwest side of the cirque, 500 meters north of the 
San Ernesto zone, is probably also part of a continuous zone of mineralized skarn extending to the southwest 
and east.  Small outcrops of mineralized distal skarn, including the La Gringa and Asturias zones, lie 500 to 
800 meters east of Chavin, peripheral to the inferred trace of the eastern contact of the intrusive. 

Chavin and La Gringa Zones 

There is little information available describing underground exploration of the Chavin or La Gringa zones.  An 
adit, now completely caved, was driven 35 meters on a heading of 300o in the Chavin zone.  Cerro Peru 
reports that the “made by hand” adit was entirely within skarn, which was observed to contain a larger amount 
of molybdenite than in the San Ernesto and Sara zones. The Chavin zone outcrops are largely composed of 
coarse-grained brown garnet with lesser pyroxene, quartz, minor chlorite, and calcite. Coarse-grained 
aggregates of pyrite with varying amounts of pyrrhotite, magnetite, and chalcopyrite occur in lenses, pods, and 
discontinuous bands in massive garnet skarn.  Streaks of limonite and manganese oxides with malachite and 
azurite coat the outcrops in places, marking narrow, north-trending fracture zones.   

Banded skarn at the west end of the zone appears to strike north-northeast and dip steeply west-northwest; 
slabs of massive garnet skarn at the east end strike northeast and dip steeply northwest.  Narrow dikes and 
sills of quartz-rich hornblende plagioclase porphyry cut the Chavin outcrops. 

A series of four panel samples collected from the Chavin zone outcrops during the Banco Minero evaluation 
returned copper values of 0.51% to 3.10%.  A selected sample from a north-striking, vertically dipping, silicified 
hornblende plagioclase dike containing quartz-sericite-pyrite-chalcopyrite veinlets assayed 1.09% Cu, 525 
ppm Mo, 12 ppm Ag, and 25 ppb Au.  Another sample of partially oxidized skarn with abundant pyrite, 
chalcopyrite, and magnetite assayed 3.08% Cu, 2250 ppm Mo, 17.4 ppm Ag, and 23 ppm Au. 

At the La Gringa zone, 700 meters east of Chavin, small outcrops of skarn lie at elevations of 4,280 to 4,320 
meters.  Some of the outcrops consist of northwest-striking tabular bodies of massive skarn, which have the 
aspect of mantos.  Quartz-feldspar porphyry dikes and sills are common in skarn and adjacent limestone, 
where they are often stained by malachite.   

Minero Peru took two large panel samples in the La Gringa area (M-26, M-29), which assayed 0.19% and 
0.14% Cu.  The writer took a 50-cm2 panel sample from oxidized, pyritic skarn adjacent to a narrow quartz-
feldspar porphyry dike; it assayed 1.19% Cu, 43 ppm Mo, 17.5 ppm Ag, and 32 ppb Au. 
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San Ernesto and Arizona Zones 

Historically, the San Ernesto and Arizona skarn deposits are by far the most explored and best known.  
Although they have been explored for more than a century, little information prior to 1900 is preserved.  Before 
surface diamond drilling began in 1999, knowledge of these deposits was based mainly on information 
compiled by Cerro de Pasco Corporation from 1920 to 1969 and data from the Minera Magistral exploration 
program of 1969-1973, with limited contributions from Buenaventura, Luis Salazar Suero, and Inca Pacific. 

Minera Magistral explored the San Ernesto zone from 1969 to 1973.  An adit was collared in a skarn outcrop a 
few meters above the valley bottom (elevation 4,100 meters) and driven east-southeast for 200 meters, east 
for another 70 meters, and then east-northeast for 108 meters, for a total of 378 meters.  Crosscuts ranging 
from a few meters to 50 meters were driven at irregular intervals.  The adit intersected massive skarn, 
composed of varying percentages of red-brown garnet and pyroxene with minor relict blocks of recrystallized 
limestone, to a point 270 meters from the portal, where the skarn is offset to the north by a north-trending, 
west-dipping fault zone.  The skarn contains veinlets, irregular pods, lenses, and disseminated aggregates of 
pyrite, chalcopyrite, pyrrhotite, marcasite, and molybdenite, with minor amounts of sphalerite, galena, 
arsenopyrite, and magnetite. 

East of the fault, the adit was driven through weakly developed skarn, recrystallized limestone and marble 
hosting a few narrow, northwest-trending bands of brown to green garnet skarn mineralized with pyrite and 
chalcopyrite. 

Sara / El Indio Zone 

The Sara adit, now partially caved and unsafe to enter, was collared at 4,155 meters elevation, approximately 
55 meters above cirque level, at a point 535 meters east-northeast of the San Ernesto portal.  

It was driven 300 meters on an east-southeast heading (117o) to intersect the El Indio skarn at depths of 100 
to 150 meters below surface.  The adit intersected strongly fractured quartz monzonite for 40 meters, and 
continued through more competent monzonite to the skarn contact at 190 meters from the portal.   

The adit passed through faulted blocks of mineralized skarn and intrusive to 222 meters, and then into 
recrystallized limestone and marble with weak skarn mineralization.  Crosscuts were driven to explore the 
faulted skarn zone at points 195 and 220 meters from the portal. 

The south wall of the adit was channel sampled from 87 to 298 meters; the north wall was sampled only in the 
skarn zone from 189 to 222 meters.  The individual samples in all cases were 1.5 meters long.  Samples were 
also taken from both walls of the crosscuts.   

The first series of samples in the adit, from 87 to 187.5 meters, was cut from weakly fractured quartz 
monzonite with localized zones of propylitic alteration, chloritization, and silicification.  Sulfide minerals, 
including pyrite, pyrrhotite, and chalcopyrite were noted in narrow calcite veinlets (85 to 105 meters) and as 
coatings on joints and fractures (130 to 150 meters).  Copper grades in sample blocks between timbered 
sections averaged 0.28% (from 87 to 118.5 meters), 0.38% (128 to 153.5 meters), 0.22% (160 to 176.5 
meters) and 0.10% (181 to 187.5 meters).  The copper grades vary with the style and intensity of alteration, 
which appear to be controlled by north- to northeast-trending structures. 

In the section from the intrusive contact at 190 meters to the limestone at 222 meters, fault blocks, irregular 
patches, and bands of weakly to strongly mineralized skarn occur with dikes or sills of hornblendite and light-
green quartz monzonite.  Copper grades on the south wall of the adit increase gradually from 187.5 to 195 
meters (average 0.30%) and then increase sharply, averaging 0.87% from 195 to 220.5 meters.  Grades in the 
corresponding interval on the north wall average 1.27% Cu from 189 to 222 meters.  A composite sample from 
the interval 189 to 211.5 meters on the south wall of the adit assayed 0.66% Cu, while its counterpart on the 
north wall ran 1.13% Cu.  Corresponding channel sample averages are 0.66% Cu (south side) and 1.06% Cu 
(north side). 
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Lenses and irregular zones of massive to medium-grained brown garnet skarn and semi-massive sulfides 
exposed on the walls of the western crosscut contain from 1.16% to 3.09% Cu over sample lengths of 1.5 to 
4.5 meters.   

Brown and green fine-grained skarn exposed on the walls of the eastern crosscut assayed 0.70% Cu along a 
12-meter length south of the main adit, and 0.20% to 0.61% along 7.5 meters on the north side.  

The lensy nature of copper mineralization in skarn exposed in the adit and crosscuts is demonstrated by 
individual sample grades ranging from 0.02% to 4.40% Cu.  

From the 222-meter point to the end of the adit, recrystallized and bleached limestone hosts narrow weakly 
mineralized zones of skarn with copper grades ranging from 0.11% to 0.75% Cu.  Unmineralized limestone 
returned assays in the 0.01% to 0.05% range. 

Mineralization in Mixed Zone and Intrusive Rocks 

Porphyry-style sulfide and iron-oxide mineralization in intrusive rocks and in retrograde altered skarn in the 
mixed zone occurs predominantly in stockwork or sheeted complexes of quartz-adularia/orthoclase-epidote 
veins. 

The most common sulfides in the veins are pyrite, chalcopyrite and molybdenite, with variable but usually 
minor amounts of pyrrhotite, tetrahedrite, tennantite, stibnite, sphalerite, magnetite, and hematite.   

Pyrite, chalcopyrite, tetrahedrite and molybdenite also occur as disseminations in the wall rocks, although 
molybdenite is generally found close to quartz-sulfide veins while chalcopyrite and pyrite are more widely 
distributed.   

In the absence of mineralized quartz veins, the copper and molybdenum grades are generally low (< 0.4% Cu, 
< 150 ppm Mo). Porphyry-style mineralization is well developed in a broad zone or shell that encompasses the 
border zone of the Magistral stock and the adjacent zone of locally endoskarned porphyry dikes and 
retrograde-altered garnet-pyroxene exoskarn (mixed zone). 

There has not been sufficient petrographic work done to allow a rigorous classification of the veins in the 
Magistral deposit, but field observations and the petrographic work completed to date have provided some 
preliminary information. 

There are several varieties of mineralized quartz veins.  Based on crosscutting relationships observed in drill 
core, chalcopyrite-dominant quartz-pyrite veins are believed to be earlier and generally more common than 
molybdenite-dominant veins. 

However, petrographic evidence indicates that molybdenite is an early-vein mineral, found on vein margins 
and disseminated in vein-wall rocks.  Pyrite is intergrown with vein quartz, and chalcopyrite forms rims on 
pyrite.  The sequence of sulfide deposition was molybdenite, pyrite, chalcopyrite, stibnite, and tetrahedrite. 
Arsenopyrite occurs within both vein types locally, but is more common within late-stage, fine-grained, gray, 
sulfide-bearing, quartz-calcite veins.  Quartz in the early copper-rich veins is dull gray and translucent.   

These veins are observed to have epidote-chlorite selvages where they crosscut prograde garnet-pyroxene 
skarn and endoskarn, and chlorite-only selvages where they crosscut the porphyry away from the intrusive 
contact.  Late-stage molybdenum-bearing quartz veins are white and opaque (bull quartz) with sericitic 
selvages.  These later veins, together with a more pervasive silica-sericite alteration, are particularly well 
developed close to late brittle faults. 

Toward the core of the intrusion (Sara facies), mineralized quartz veins gradually become less abundant and 
give way to low-grade disseminated mineralization.  Due to the westerly plunge of the whole system, copper-
molybdenum mineralization is better developed (and better explored) on the upper or hanging-wall side than 
on the footwall.  Southeasterly or northeasterly directed drill holes in the central and eastern sections of the 
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deposit are often collared in well-mineralized, strongly altered intrusive rock and terminate in the low-grade 
core or Sara facies.  Very few holes have passed through the entire intrusion into the footwall skarn, so very 
little is known about the alteration and quartz veining in the footwall shell of the intrusion.  

Mineralization in Prograde and Distal Skarn 

Skarn-style mineralization is preferentially developed close to steeply dipping contacts in most of the zones on 
the south and southeast sides of the Magistral valley (San Ernesto and Arizona zones).   In the north and 
northwest, erratically mineralized prograde skarn is found outboard of the mixed zone. 

Skarn mineralization is characterized by disseminated, veined, and locally semimassive to massive sulfides of 
chalcopyrite, pyrrhotite, and pyrite, sometimes with minor molybdenite.  Near the San Ernesto zone 
underground workings, these sulfides are found in a body of hydrothermal breccia in association with 
semimassive to massive magnetite.  Copper grades are generally more erratic than in the porphyry-style 
mineralization, but where best developed, skarn-hosted mineralization can grade in excess of 10% Cu, as in 
the San Ernesto underground workings, where it reaches a maximum width of 80 meters.  Molybdenum 
values, however, are generally lower in the skarn than in the porphyry style of mineralization.  There are drill 
intersections of localized zones of very high grade molybdenite mineralization (up to 1.0% Mo) in skarn, 
particularly in the San Ernesto zone, on sections 1500 and 1550 northwest.  In these areas, molybdenite 
occurs as coarse blebs interstitial to coarse garnet crystals. 

The Asturias and San Blas zones are distal skarns with respect to intrusive rocks and, presumably, the fluid 
source.  Both of these zones are characterized by green garnet-pyroxene-wollastonite mineralogy.  San Blas is 
southwest of the other skarn zones and is weakly mineralized where it was intersected in the upper parts of 
drill holes PM-9, PM-11 and PM-14.  

However, the extent of bleaching in the adjacent limestone and local occurrence of massive sulfide veins 
suggest that a major fluid source and, therefore, potentially significant mineralization exist down-dip to the 
southwest of San Blas, along the axis of the valley.  Road construction in the Asturias zone, near the northern 
perimeter of the deposit, exposed pyrite-chalcopyrite-molybdenite mineralization hosted by green garnet-
pyroxene skarn.   

A single drill hole (PM-109), which tested this zone in 2004, intersected four meters of pyroxene-garnet skarn 
containing 0.12% Mo and 0.08% Cu.  The high Mo grade in this intersection adds weight to the possibility of 
economically significant mineralization in this area. 

Late Stage Quartz-Calcite-Sulfide Veins 

These veins contain locally massive, very fine-grained pyrite, tetrahedrite-tennantite, and arsenopyrite, with 
occasional traces of chalcopyrite and/or sphalerite.  They comprise a relatively minor component of the 
mineralization but are widespread and crosscut both previously described styles of mineralization.  Locally, 
they can be extremely high grade, as shown by the hydrothermal breccia located close to the adit in the San 
Ernesto workings.  They are associated with zones of retrograde alteration, defined by pervasive silicification 
and sericitization.  The alteration associated with this mineralization has a characteristic tan colour where it 
overprints garnet skarn.  As with the quartz-molybdenite veins with which they are sometimes associated, 
gray, sulfide-quartz-calcite veins commonly occur close to late-stage brittle faults. 

Implications to Modeling 

Mineralization at Magistral is associated with an equigranular to porphyritic intrusive complex in limestone.   

The intrusive rocks in this complex are often collectively referred to in this report as porphyry, because this 
informal term is widely used in previous reports and in the field.  The main Magistral intrusion, or stock, is of 
diorite to quartz monzonite composition.   
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There is a well-developed set of dykes and/or sills on the hanging-wall side of the stock that have similar 
textures and compositions.  The intrusive complex forms a body that is roughly cylindrical in shape and 
elliptical in cross section.  Dimensions vary but on average are roughly 400 by 600 meters in plan.  The 
intrusive complex and associated mineralization plunges to the west-northwest about 55° for at least 6 00 
meters, based on the deepest drill penetrations.  The intrusive complex hosts classic porphyry-style copper 
and molybdenum mineralization in the form of disseminations and stockwork and is partially to wholly 
surrounded by skarns.  These skarns include endoskarn (developed inside the intrusion at its margins), mixed 
zone (monzonitic dikes/sills and skarn), and exoskarn (developed within the limestone).  The exoskarn is 
broken down into proximal skarn (close to the intrusion) and distal skarn (farther away from the intrusion).  

Complicating this further are late, weakly mineralized to barren intrusions.  One strongly altered but very 
weakly mineralized intrusive rock in particular, the H facies, represents a large amount of internal waste within 
the mineralized intrusive complex and is captured in optimized pits.  

This complex geologic and mineralized system introduced in multiple phases a variety of metals with diverse 
styles.  Examples include:   

·  Chalcopyrite, the dominant copper mineral, is found as disseminations, patches or blebs, veins, 
impregnations, and stockwork.  At least two of these styles occur in the intrusion and each of the 
skarn types discussed above.  Multiple phases of chalcopyrite mineralization have been identified, 
some with molybdenum and some not. One very important feature is the occurrence of high-grade 
copper mineralization in horizontes or beds within the skarn. 

·  Molybdenite occurs in porphyry and skarn predominantly in stockwork veinlets but also as 
disseminations, veins, and patches or blebs, sometimes with small amounts of chalcopyrite, 
sometimes not.   

·  Arsenic occurs in veins and fractures, as either very fine-grained quartz-pyrite-arsenopyrite veins and 
stockworks of relatively higher grades or relatively rare orpiment/realgar within all rock types, including 
otherwise unmineralized limestone.  There are indications from the results of metallurgical testwork of 
the existence of tennantite. 

·  Lead and probably zinc occur in rare, very late, subhorizontal veins of up to five centimeters in 
thickness, probably in all of the above.   

·  Although there is pervasive low-grade antimony mineralization, the high grades are localized in 
discontinuous and narrow fractures along the margins of the deposit. 

In spite of the complex system that exists at Magistral, the Ancash staff has an excellent understanding of the 
deposit, which cannot be ignored during any resource modeling and estimation.  The geology is so complex 
that any realistic resource model, in order to be used for detailed economic evaluations, requires multiple and 
unique models for copper, molybdenum, arsenic, antimony, specific gravity, and acid generation potential, for 
example.  Silver modeling is unique in that the silver distribution is similar to copper, so the copper zones can 
be used to control the silver estimation. 

MDA modeled the copper in seven zones, each of which was defined by both grade and geologic criteria.   

These zones encompass relatively evenly distributed porphyry-style mineralization in the intrusives, or more 
erratic and variable styles and grades of mineralization in the skarn.  Each main group of porphyry and skarn 
was subdivided into sheeted zones in the porphyry and into more massive sulfide horizontes in the skarns.   

Detailed geology and grade changes were simplified only in the complexly intermixed portions of the deposit 
where numerous, apparently geometrically complex dikes intrude the skarn or, conversely, where remnant 
blocks of skarn lie within intrusive (presumably as partially stoped blocks of skarn).  In this case, the major 
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rock type dictated the zone to which that volume would be assigned.  In most of these areas the grades are 
relatively evenly distributed.  These mixed zones were defined for metallurgical purposes. 

Late-Stage Alteration 

A late-stage event of hydrothermal alteration is characterized by a very fine-grained mixture of dark-gray to 
black silica and pyrite that forms selvages on late-stage fractures in altered intrusives and skarn.  These 
fractures can contain realgar, orpiment, and other arsenic minerals where they cut garnet-rich skarn and 
quartz-sericite-altered intrusive rocks.  Where late-stage silica veins cut garnet-rich skarn, no retrograde 
minerals are present, indicating that the silica-arsenic event was much later than the formation of retrograde 
skarn alteration. 

Orpiment and realgar also occur in unaltered limestone outside the outer limit of skarn, forming distinct bands 
within the limestone.  In some cases, these bands contain 30 to 50 percent of these arsenic sulfides.  Since 
there is evidence that the deposition of realgar postdated the formation of garnet skarn, it is most likely that 
the time of deposition of arsenic-rich mineralization in general was also after formation of skarn.  

One interesting point noted by MDA while working on the 2005 resource models is that arsenic, antimony, and 
molybdenum occur in limestone country rock that is not mineralized by copper.  Geological mapping and core 
logging have confirmed the presence of molybdenum, without significant copper, in weakly altered distal 
skarns well outside the main skarn contact.  Arsenic is present in the banded zones of orpiment-realgar 
discussed earlier in this paragraph.  Antimony minerals have not been observed to occur in limestone country 
rock. The presence of arsenic, antimony and molybdenum in country rock will be an important factor to 
consider in planning waste rock mining and disposal.  

Drilling 

Drilling Summary 

Copper-molybdenum mineralization has been adequately explored to approximately 300 meters below the 
surface in most parts of the Magistral stock and the adjacent skarn zones.  Nevertheless, the section of the 
San Ernesto skarn zone above the valley level has not been adequately drilled.  This is due to steep and rocky 
surface topography and the blocky landslide debris in this area, which have prevented construction of surface 
drilling platforms. 

The deeper sections of the Magistral deposit are only partially explored by drilling.  Since the first Anaconda 
drill program in 1999, the exploration approach by all operators has consistently confined the drilling to a 
pattern based on expected open-pit geometries.  As a consequence, many holes were stopped short in 
copper-molybdenum mineralization, and in some cases this was in very good grade.  The geological evidence 
provided by some drill holes in the western and northwestern sections of the deposit indicates that the 
Magistral mineralization, which at shallow depths is concentrated in the mixed zone and the outer shell of the 
Magistral stock, continues to depth to the west and northwest. 

Between 1969 and 1973, Minera Magistral drilled 14 shallow underground drill holes totaling 1,287.8 meters.  
In 1999, 2000, and 2001, Anaconda drilled 76 diamond drill holes totaling 24,639.58 meters.  In 2004, Ancash 
Cobre completed 34 drill holes, totaling 7,984.85 meters.  In 2005, Ancash Cobre drilled 14,349.35 meters in 
60 holes.  In 2006 and 2007, Ancash Cobre drilled 25,295.85 meters in 165 drill holes.  All the drilling has 
been surface core drilling with the exception of the work between 1969 and 1973. 

Drilling Details 

The 1999 through 2007 drilling campaigns have adequately tested the copper and molybdenum mineralization 
in most parts of the Magistral stock and the adjacent skarn zones to around the 3,750-meter levels.  
Nevertheless, the section of the San Ernesto skarn zone above the level of the Minera Magistral underground 
workings has not been adequately drilled.  This is due to steep and rocky surface topography and the blocky 
landslide debris in this area, which have prevented construction of surface drilling platforms. 
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The copper and molybdenum mineralization is open to depth to the west and northwest.  To explore the 
geology of the Chavin zone, three drill holes (PM-2, PM-3, and PM-108) were drilled northwest, subparallel to 
the steeply dipping hanging-wall contact of the Magistral stock.  All of these intersected Cu-Mo mineralization 
in the mixed zone.  Holes PM-2 and PM-3 were stopped in mineralization; PM-108 was abandoned in a fault, 
but intersected 30 meters of retrograde-altered skarn grading 1% Cu (length-weighted) from 596 to 626 
meters.  This is the deepest well-mineralized intercept obtained at Magistral. 

The deposit has not been completely drilled off to depth, and a number of the deeper drill holes terminate in 
copper and molybdenum mineralization.  In order to fully understand the geology, mineralization, and structure 
of the deposit, additional systematic drilling will be required.  Ideally geological, rather than economic, criteria 
should govern the final depth of the drill holes.   

At some point to the west and northwest of the present limits of drilling, the system will be too deep to reach 
from surface with conventional wireline drilling equipment, and it will become necessary to drill from 
underground stations.  

During 2006 and 2007 Ancash Cobre drilled 18,222.35 meters in 116 drill holes (PM-171 to PM-286).  All of 
the drilling was core and it was 80 to 90 percent HQ.  

Longyear L-50 drills were used during the drilling program, and portable drill rigs belonging to the Lima-based 
contractor Pacific Rim were also used.  Drilling was normally done in two 12-hour shifts, with one driller, two 
helpers, and one Ancash Cobre employee present at the rig. 

The LF-70 drill has a nominal depth (string length) capability of 300 to 325 meters using an HQ string.  In 
holes planned to go longer than 300 meters, the drill string was reduced to NQ diameter at a prearranged 
depth, typically 250 meters.  All drill holes were normally collared with HQ, and all holes shorter than 275 to 
300 meters were completed with HQ.  The holes were drilled by conventional wire-line methods using double 
tubes.  The drill program extended from April 26 to June 17, 2005, with an average drilling rate of about 34 
meters per shift. 

All drill holes after PM-113 were surveyed down hole with the MAXIBOR system.  Some holes were also 
measured using a glass-tube acid test at 50-and 100-meter intervals.  When the holes were completed, PVC 
pipe was inserted into the drill collars to a depth of two to three meters and the drill-hole collars were 
cemented and surveyed. Similar procedures for supervision, logging, and general operations were conducted 
as in previous drill programs.   

As of September 2007, Ancash was drilling approximately 900 meters in three holes.  The objective of this 
three-hole program is to evaluate geotechnical issues related to a fault in the east wall of the proposed pit.  
The size of this core is NT and VT. 

Sampling and Analysis 

Drill Core Sampling Methods 

The nominal core sample interval was maintained at two meters when the samples did not cross important 
geological boundaries.  When such boundaries were encountered, the nominal two-meter interval was broken 
into two shorter sample intervals, one on either side of the contact.  A longitudinal cutting or splitting guideline 
was marked on the core with a grease pencil by an Ancash Cobre geologist in order to obtain a representative 
sample split.  After geological logging, the drill core was cut longitudinally into two equal parts. Two diamond 
saws were used, and the work was performed in a guarded facility at the Magistral camp.  

Fractured sections of core were sampled by taking alternate pieces and by hand-splitting the bigger pieces.  
Disaggregated material was divided into two halves in the core box with a steel knife, and one half was 
sampled, including the fine material. 
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Sample Preparation 

Sample preparation, analysis, and security measures all appear to have been conducted within accepted 
industry standards.  Each half-core analytical sample was placed in a heavy plastic bag marked with the 
sample number.  An identically numbered, waterproof, sample-number tag was placed in each bag.  The 
sample bags were closed with cord, and then arranged in numeric sequence to await final packing for 
shipment. The sample storage facility, like the core logging, core storage, and sample splitting areas, was kept 
closed to all but authorized Ancash Cobre personnel.   The split core remaining in the core boxes is stored in 
well-constructed racks in an indoor area. 

Quality Control 

Beginning with the 2000 drilling program, a more stringent QA/QC program was put into place, designed to 
follow the precision and accuracy of the results as the program proceeded.  The method used was as follows: 

·  Sample lots were sized at 40 samples. 

·  Two blank samples, prepared from nonmineralized rock, were included in each lot, with the objective 
of checking for contamination during the sample preparation and to ensure that the sample tag 
numbers were correctly affixed (and that sample mixups did not occur). 

·  Three standard samples were added (in Lima) to each lot of prepared pulps, to determine analytical 
accuracy.  Two standards were prepared from material collected from the Magistral deposit: one with 
high copper and low molybdenum contents, and the other with high copper and high molybdenum 
contents.  Details about contents and preparation procedures were not available to MDA. 

·  Two pulp duplicate samples were also added to each lot to verify laboratory precision.  The duplicates 
consisted of samples that had been previously analyzed from prior lots. 

Cumulative frequency plots done by Anaconda show that 90 percent of the pulp pair duplicates had relative 
errors of 10 percent or lower for Cu, and 14 percent or lower for Mo.  Although the Cu precision was within the 
acceptable range, the Mo precision was slightly below the recommended value.  However, AMEC notes that 
this behavior is typical of Mo analyses, and considers the results for these QA/QC samples to be acceptable. 

Even though blanks and standard samples were reported to have been routinely inserted in sample batches, 
no references exist about the detailed results in reports made available to AMEC, although such reports 
conclude that precision and accuracy for Cu and Mo were within acceptable ranges. 

At the completion of the drilling, pulp-check samples were submitted to ITS-Bondar Clegg Laboratory in Lima 
for splitting, and then sent to ITS-Bondar Clegg’s laboratory in North Vancouver, British Columbia, for analysis. 
 Procedures used for the selection of samples to be sent to the second laboratory were as follows: 

·  One in every 40 samples (i.e. 2.5 percent of samples or one from each sample lot) were selected at 
random, excluding blank, standard, and duplicate samples, which were included for control (see 
above). 

·  Only those samples with a grade equal to, or greater than, 0.10% Cu and 81ppm Mo were considered 
(AMEC notes that this may introduce selection bias). 

·  Sample pulps were sent to ITS-Bondar Clegg in Lima, where they were split to obtain a 10g fraction, 
and then were forwarded directly by air to ITS-Bondar Clegg’s laboratory in North Vancouver. 

The samples were analyzed for Cu and Mo by the same AA method as was used by CIMM in Lima.  Both 
elements were analyzed using the ITS-Bondar Clegg procedure Code GA50. 
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Based on the results of the program, it was concluded that the check assay procedures carried out during the 
course of the Magistral exploration were accomplished with a high degree of diligence and that a very high 
degree of confidence should be given to the geochemical data that have been used in the interpretations and 
resource estimations.  It was also concluded that: 

·  No significant differences in copper values could be observed between the two laboratories. 

·  When compared with the originals, the duplicates show high correlation coefficients for Cu (0.999) 
and for molybdenum (0.994). 

·  With respect to Mo, only those values greater than 1,500 ppm showed even a minor deviation from a 
perfect correlation. 

CIMM Peru provided results with a precision well within the industry standards, and comparable to a laboratory 
(ITS-Bondar Clegg) that operates under the norms of ISO 9002. 

A coarse duplicate sampling program was used to further check the accuracy of the Magistral sample data.  
This program, which involved reanalyzing the coarse rejects from the sample preparation lab, was designed 
by Anaconda to establish that no contamination was introduced during the sample preparation phase.  
However, it has been noted that this sampling program is more suitable for assessing whether subsampling 
variance is suitably low.   

The study was carried out as follows: 

·  One sample in every 40 (i.e. 2.5 percent of the total) was selected from the coarse rejects (>10 mesh) 
that are stored in Trujillo.  A total of 148 samples were selected. 

·  Only samples with a grade of equal to or greater than 0.10% Cu, and greater than or equal t, 81 ppm 
Mo, were selected (which may introduce selection bias). 

·  The samples were prepared in Trujillo using the same sample preparation method as was used on 
the original samples, were ticketed with the same numbers as the original samples, and sent to the 
CIMM Peru laboratory in Lima for analyses. 

Samples were analyzed for Cu and Mo using the same AA procedure. 

It was reported in 2002 that correlation coefficients of 0.999 for Cu and 0.994 for Mo were obtained.  Only 
samples with Mo greater than 1,500 ppm showed significant differences. 

In order to conduct an independent check of the Anaconda results, AMEC completed a limited resampling 
program consisting of 19 twin samples, 17 coarse duplicates, and 20 pulp duplicates from the old core, 
rejects, and pulps, respectively, available at the Trujillo sample storage facility.  The samples were sent by bus 
to ACME’s preparation facility in Lima, and after preparation, they were shipped to ACME Labs in Vancouver 
for assaying. 

The twin samples, reference standards, and coarse blanks were inserted into the sample shipments at 
Magistral by Ancash Cobre geologists and technical employees.  Coarse duplicate samples were prepared in 
the CIMM preparation lab in Trujillo, following procedures specified by Ancash Cobre.  CIMM conducted ICP 
analyses and ALS Chemex conducted AA. 

Types and Frequencies of QA/QC Samples Inserted in the 2005 Drill Campaign 

QA/QC Sample Nominal Insertion Frequency Totals 

Core splits 1 in 80 primary samples 84 of 7391 (1.1%) 

Field Blanks 1 in 40 primary samples 166 of 7391 (2.2%) 
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Types and Frequencies of QA/QC Samples Inserted in the 2005 Drill Campaign 

QA/QC Sample Nominal Insertion Frequency Totals 

Coarse Duplicates (CD) 1 in 40 primary samples 169 of 7391 (2.2%) 

Low-Grade Standard 1 in 120 primary samples 86 of 7391 (1.1%) 

Average-Grade Standard 1 in 120 primary samples 82 of 7391 (1.1%) 

High-Grade Standard 1 in 320 primary samples 23 of 7391 (0.3%) 
 
The quality assurance / quality control (“QA/QC” ) program implemented for the 2005 drilling campaign was 
designed by MDA in association with Ancash Cobre.  For explanation, a twin sample as used at the project is 
a second split from the same interval of core.  A duplicate can be either a split of a coarse reject or a split of a 
pulp.   

Blanks are samples with very low grades and standards are those inserted samples with predetermined and 
validated grades.  In this report the term “split core” will be used for twin; “duplicate coarse reject” or “duplicate 
pulp” will be used for duplicate samples; and “blank” and “standard” will be used for blank and standard.   

In addition, this section of the report refers to internal laboratory reference samples, which are samples 
inserted by the laboratory for their own internal controls.   

George Sivertz, P.Geo., and Manuel Zevallos, chief technician for Ancash Cobre, reviewed the analytical 
results as they were reported by the laboratories, to identify any sampling errors or laboratory problems at an 
early stage.  Core split, duplicate coarse reject, standard, and blank samples were inserted into the primary 
core sample stream to monitor sampling and subsampling variances, laboratory precision and accuracy, and 
to identify errors such as sampling mistakes, sample preparation errors, sample cross-contamination, and 
sample number swapping.  The need for a formal check analysis/assay procedure was met by the use of two 
independent laboratories during the entire program; CIMM doing ICP analyses and ALS doing AA.  
Independently determined analytical data for Mo and Cu were received from both labs.  The 2005 QA/QC 
samples inserted into the primary stream were: 

Twin samples (quarter-core samples): These are intended to assess the heterogeneity of the mineralization 
and the sampling variance.  In 2005 the original half-core sample was cut in half, so that one quarter 
represented the original sample and the other quarter represented the twin. 

Commercial Reference Material (Standards): Standard samples are prepared by certified laboratories under 
special conditions and are used to test and verify the accuracy and precision of laboratory analytical 
procedures.  Two standards were supplied by WCM Sales Ltd, Burnaby, BC Canada (WCM Cu113 and WCM 
Cu117), and one was supplied by Geostats Pty. Ltd., White Gum Valley, Western Australia (GBM396-6C).  
These standards were alternately used during this project and they represent three copper grade levels: 
0.44%, 0.86% and 1.39%. 

Coarse blanks: These samples were composited at the Magistral site from nonmineralized rock (Chimu 
Formation quartz arenite) by Ancash Cobre geologists.  Blanks were used to detect contamination during 
sample preparation. 

Pulps:  These were checked by ICP or AA by the two principal laboratories for all Mo and Cu.   

There are slight, low biases in the ALS Chemex AA 2005 analytical results (which are used in modeling) 
compared to the reference grades for molybdenum and one copper standard (GBM396-6C), and there is a 
very small high bias in 2005 drill results compared to the copper reference grade in Standard A.  MDA 
believes that the biases noted are not significant although they would add a negligible conservative element to 
the estimate. 
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Security of Samples 

All preparation, handling, and testing of samples appears to have been carried out according to accepted 
industry guidelines and standards.  All of the persons involved in the field aspects of sampling the drill core – 
including selecting intervals for sampling, doing the sampling, packaging and shipping the samples – were 
employees of IPR.  Proper chains of custody and documentation between the site, sample preparation 
facilities, and laboratories were observed.  

Mineral Resources and Mineral Reserves 

Mineral Resource Estimate 

Updated NI 43-101-compliant resource models were completed.  The work was prompted by the 2006/2007 
drilling.  Resource models were completed for rock density, copper, molybdenum, arsenic, and silver; an 
antimony model was partially completed.     

The geologic model on which the resource models were based was built by Mr. Pedro Ramos, chief geologist 
for Minera Ancash Cobre S.A..  In the preparation of the resource model, the interpretations of country rock, 
skarn, porphyry, and alluvium contacts, and their geometries and orientations, were honored in almost all 
cases except when the interfingering of skarn and porphyry was too complex, in which case some 
simplifications were made.  Each resource model was created using similar procedures:    

·  Statistical evaluation of the sample assays;  

·  Development of the mineral domain model on cross sections and coding of the assays to those 
domains; 

·  Statistical evaluation of the sample assays by domain;  

·  Capping of samples, compositing of the capped samples, calculation of geostatistics; 

·  Transfer of the cross-sectional model to level plan, refining and digitizing on plan; 

·  Digitizing and use of the plans to code block model; 

·  Estimation of grades into the block model; and 

·  Tabulation of resources, and validation.   

Estimation in all cases included a nearest neighbor, Krige, and inverse-distance interpolations, but in all cases 
the inverse-distance model was selected as the final and reported model.  MDA used mineral domains defined 
by grade and geology to control the estimation.  Estimation parameters were chosen to be appropriate for the 
drill spacing, geologic complexity, sample locations, and parameters defined by point validation and 
correlograms.  In an attempt to maintain consistency with historic estimates, MDA used similar resource-
modeling methodology unless compelling reasons were found not to do so.   

The new NI 43-101 mineral resource estimate is based on assay results from 65,214 meters of core drilling in 
286 holes and at a 0.4% Cu equivalent cut-off is as shown below.  Copper equivalent calculation of five to one 
reflects metal prices used in the prefeasibility study (Cu - US $1.20/lb, Mo - US $6.00/lb) with no adjustment 
for metallurgical recoveries and relative processing and smelting costs. 
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Mineral Resource Estimate 

Resource Category  Tonnes  Millions  Grade (% Cu) Copper  

Millions lbs  

Grade (% Mo) Molybdenum 

Millions lbs  

Measured 108.8 0.52 1237 0.055 133 

Indicated 86.7 0.51 974 0.047 90 

Measured & Indicated  195.5 0.51 2,211 0.052 223 

Inferred 55.4 0.55 673 0.023 28 
 
Mineral Reserves 

The Magistral mineral reserves are based on first calculating a net value for each model block with a grade 
estimate and then checking to see if the block will pay for the plant and general and administrative costs.   

Based on the calculated block values after processing, smelting, refining, and royalty, an internal cutoff of 
$5.25 per tonne was used to calculate the project reserves.  Measured and indicated blocks inside the final pit 
design become proven and probable reserves if they meet the cutoff grade criteria.  Error! Reference source 
not found.  summarizes the proven and probable pit reserves.  Some low-grade material that is high in arsenic 
content has been removed from the reserve classification if the grade of arsenic was above 0.10% As and the 
value per tonne was below $15.  The production schedule used a higher cutoff than the reserve cutoff of 
$5.25, which resulted in 10.7 million tonnes of low-grade reserve material being stockpiled over the life of the 
mine.  In addition, the final pit contains some mineralized material that is in the inferred category and is treated 
as waste, as shown below. 

Magistral Proven and Probable Reserves 

Class   Material   Tonnes   % Cu   % Mo   g Ag/t   % As   g Sb/t   % Cueq   Value  
    000s             $/tonne 

Measured Porphyry 45,668.1 0.39 0.049 2.04 0.021 25.6 0.64 $15.53 
Indicated Porphyry 6,672.1 0.37 0.041 2.33 0.019 21.0 0.57 $13.96 
                    

M + I Porphyry 52,340.2 0.39 0.048 2.07 0.021 25.0      0.627  $15.33 
                    

Measured Mixed 18,973.2 0.56 0.056 2.32 0.052 72.3 0.84 $18.62 
Indicated Mixed 12,538.9 0.58 0.050 2.50 0.050 55.7 0.83 $18.35 
                    

M +I Mixed 31,512.1 0.56 0.054 2.39 0.051 65.7 0.84 $18.51 
                    

Measured Skarn 12,958.4 0.68 0.050 3.84 0.064 37.9 0.93 $20.20 
Indicated Skarn 19,956.4 0.50 0.046 3.26 0.059 30.3 0.73 $16.11 
                    

M + I Skarn 32,914.8 0.57 0.048 3.49 0.061 33.3 0.81 $17.72 
                    

Measured All 77,599.6 0.48 0.051 2.41 0.036 39.1 0.73 $17.06 
Indicated All 39,167.5 0.50 0.047 2.86 0.049 36.9 0.74 $16.46 
                    

M + I All 116,767.1 0.49 0.049 2.56 0.040 38.3 0.73 $16.86 
                    

Hi As Porphyry 251.6 0.29 0.028 1.99 0.139 62.2 0.43   
  Mixed 1,307.2 0.35 0.030 1.74 0.176 96.7 0.50   
  Skarn 1,627.1 0.30 0.036 2.60 0.308 78.6 0.48   
                    

Hi As All 3,185.9 0.32 0.033 2.19 0.241 84.7 0.49   
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Magistral Proven and Probable Reserves 
                    
M + I  Total less Hi As 113,581.2 0.49 0.050 2.57 0 .035 37.0 0.74   
  Magistral Reserves                 

M + I  Production Schedule 102,912.8 0.52 0.053 2.70 0.034 37.5 0.79   
  Material                 

M + I  Stockpiled Material 10,668.3 0.18 0.019 1.27 0.037 32.3 0.28   
                    

 

Mining Operations 

The Magistral Project has an estimated mine life of 15 years.  The total estimated cost to design, procure, and 
construct the facilities described in this report is $401,333,526. The average annual LOM operating cost for 
the mine and concentrator is estimated at $56,979,979, or $8.305 per ton of ore.  The net present value 
(“NPV”) at a discount rate of eight percent over the assumed mine life is $151,989,802. The IRR is 15.2 
percent, and the payback is estimated at approximately 40 months.   

The project development schedule is based on a duration of 36 months from the completion of the feasibility 
study to plant startup.  The schedule has been developed through analysis of vendor quotations, contractor 
quotations, and historical data for similar high-altitude mining projects in South America.  Certain key events 
must take place during a 13-month “at risk” period, prior to receipt of full project financing, in order to meet the 
planned date for project completion. 

Based on the results of the current NI 43-101 Technical Report, Samuel Engineering through Richard Kunter, 
the Qualified Person with respect to the feasibility study, recommends that IPR proceed with detailed 
engineering, procurement, and construction of the Magistral Project. 

Mine Production Schedule 

The production schedule is based on processing a total of 7 million tonnes of ore annually, or 20,000 tonnes 
per day for 350 days per year.  The initial year of production has been scheduled to process 6.3 million tonnes 
due to project startup.   

The production schedule was produced by increasing the value cutoff to $10/tonne during phase 1 through the 
4,020-masl bench and then using $8/tonne for the remainder of phase 1.  Using a higher cutoff early in the 
production schedule will increase the NPV and IRR of the project.  When phase 2 and phase 3 are mined, the 
cutoff value is lowered to $6.50/tonne.  Over the life of the mine, this results in stockpiling about 10.6 million 
tonnes of material that meets cutoff-grade criteria but is not included in the current production schedule.  In 
addition, about 3 million tonnes of high-arsenic (over 0.10% As) ore-grade material is stockpiled over the life of 
the mine from phases 2 and 3.  The production schedule for the ore is shown in the table below.   

Magistral Ore Production Schedule 

    Ore Production Schedule 

Period 000s Tonnes % Cu % Mo g Ag/t % As g Sb/t % Cueq 

                
Preproduction 56.4 1.002 0.009 8.11 0.030 34 1.05 

1 6,300.0 0.621 0.051 3.88 0.045 38 0.88 
2 7,000.0 0.601 0.059 2.77 0.034 31 0.89 
3 7,000.0 0.615 0.060 2.81 0.028 35 0.91 
4 7,000.0 0.515 0.061 2.27 0.024 34 0.82 
5 7,000.0 0.475 0.032 3.55 0.042 27 0.67 
6 7,000.0 0.507 0.045 3.00 0.038 33 0.75 
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Magistral Ore Production Schedule 

    Ore Production Schedule 

Period 000s Tonnes % Cu % Mo g Ag/t % As g Sb/t % Cueq 

7 7,000.0 0.521 0.046 2.69 0.035 27 0.80 
8 7,000.0 0.525 0.051 2.85 0.031 28 0.77 
9 7,000.0 0.518 0.057 2.65 0.022 40 0.86 

10 7,000.0 0.446 0.054 2.00 0.018 24 0.71 
11 7,000.0 0.453 0.063 2.42 0.054 49 0.78 
12 7,000.0 0.596 0.059 2.86 0.051 56 0.90 
13 7,000.0 0.548 0.053 2.87 0.032 63 0.82 
14 7,000.0 0.452 0.047 2.17 0.034 50 0.77 
15 5,612.8 0.451 0.061 1.66 0.025 27 0.75 

                

Totals 102,912.8 0.523 0.053 2.70 0.034 38 0.81 
 

Mine Equipment 

The mining contractor plans to use 37-tonne highway trucks and relatively small front-end loaders and an 
excavator to complete the required material movement.  The contractor is currently mining similar tonnages 
from a mine in Peru using a similar fleet and at a similar elevation.   

The owner will purchase a fleet of mine equipment during Year 2 for operation in Year 3.  The owner fleet is 
based on using 60-tonne trucks for material movement at higher elevations and 136-ton trucks at lower 
elevations.  An 8.6-m3 front-end loader will load the 60-tonne trucks, while a 17-m3 front-end loader will load 
the 136-tonne trucks.   

Mine Manpower 

The mine will use a contractor for all material movement during preproduction and the first two years of 
operation.  After this period, the contractor will be used to level off the owner’s equipment requirements during 
peak production periods of Years 3 through 5, and 9 through 11.  

Exploration and Development 

Opportunities 

Geology and Mining 

Mine Development Associates (MDA) believes there is a high probability that most of the inferred material can 
be upgraded to ore with further drilling, since most of this material is surrounded by proven and probable ore; 
however, at present, the grade of the material cannot be adequately determined. 

MDA believes that there is opportunity for further cutoff grade optimization to improve project economics, but 
this would involve higher preproduction stripping and mining higher percentages of mixed and skarn materials 
in the early years than is currently in the schedule.  

 The deposit has not been completely drilled off to depth, and a number of the deeper drill holes terminate in 
copper and molybdenum mineralization.  In order to fully understand the geology, mineralization and structure 
of the deposit, additional systematic drilling will be required. 

Ideally, geological rather than economic criteria should govern the final depth of the drill holes.  At some point 
to the west and northwest of the present limits of drilling, the system will be too deep to reach from the surface 
with conventional wire-line drilling equipment, and it will become necessary to drill from underground stations. 
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Equipment Salvage 

At the end of the 15-year project life, the equipment and processing plant material will have a salvage value 
offsetting some, or all, of the closure costs.  Salvage value has not been considered in the economics and the 
cash flow because quantification is subjective due to the extended period when it will occur.   

Recovery of IGV Taxes 

IGV incurred during the preproduction period has been conservatively calculated for recovery during the first 
year of production.  

Once IPR has signed an investment contract with the Peruvian government, the government will refund the 
IGV that has been spent on: 

·  New capital assets imported or bought locally during the preproduction stage of the mine; 

·  New interim assets imported or bought locally during the preproduction stage of the mine; and, 

·  Services and construction contracts signed or made during the preproduction stage of the mine. 

The IGV can be refunded in phases during the preproduction period once all the investment contract criteria 
have been met. 

Grinding Circuit Design 

Due to time constraints and a need to obtain vendor equipment quotations, the design criteria for Magistral ore 
grinding was based on earlier test work and assumptions.  The power required was evenly split between a 
SAG mill (40.8’ x 17.1’) and a ball mill (20.0’ x 30.5’) in the circuit at 7,200 kW installed capacity each.  A 
pebble crusher with a 650 kW installed motor is included in the circuit. 

To confirm power requirements for SAG and ball milling of Magistral ore, several composite samples of both 
porphyry and skarn ores were sent to SGS Lakefield to run JK SimMet SMC tests.  The NQ core size was too 
small to run formal JKSimMet drop-weight tests, which require larger-dimensioned, unbroken rock.  Four SMC 
tests were conducted on each of the porphyry and skarn ore types by SGS Lakefield.  

The raw data were analyzed by Mark Richardson of Contract Support Services using computer simulation 
programs and the JKSimMet data base.  Richardson’s results indicate that a smaller SAG mill, ball mill, and 
pebble crusher with lower installed power will adequately mill Magistral’s life of mine (LoM) ore.  This creates 
an opportunity to reduce capital and operating costs for the project.   

A second simulation by Richardson concluded that the same projected size of SAG and ball mill would be 
adequate to mill Magistral ore without a pebble crusher but that the SAG mill would then require 6,727 kW (an 
increase of 8.4 percent over SAG/Ball/Crusher case).  The SAG motor size would likely increase to 6.75 or 7.0 
mW.  This provides an opportunity to reduce the capital cost further by eliminating the pebble crusher at the 
increase of some power draw and, therefore, the operating cost. 

Risks 

Fuel Costs 

The mine operating cost estimate is based on 3rd Quarter 2007 United States dollars and does not include 
IGV taxes.  The one exception to this is diesel fuel costs, which were based on the ratio of future crude oil 
prices and the 3rd Quarter crude oil price (0.78) and the present cost of $3.00 per gallon ($0.79 per liter).  
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The ratio was used to estimate the future diesel cost of $0.60 per liter for the year the owner is expected to 
commence mine operations.  The mining contractor used the current price of $0.79 per liter in its proposal.  
The ratio has risen during the 4th Quarter of 2007 to 0.84.  A 10-percent increase or decrease in fuel cost 
results in a change of mining cost of $0.012 per tonne mined.   

Contingency 

No external risk factors, such as escalation, currency fluctuation, political, excessive or adverse weather, force 
majeure, etc., have been addressed in the contingency analysis. 

Port Facility 

Northern Peru Copper Corp (NPCC) intends to develop a concentrate storage and ship-loading facility at the 
port of Salaverry for its El Galeno Project.  Inca Pacific had in place a letter of understanding (“LOU”) from 
NPCC that indicated a willingness to share this proposed facility with others, including Inca Pacific.  The letter 
from NPCC stipulated no specific commercial arrangement.   

Subsequent to the completion of Inca Pacific’s Feasibility Study, NPCC was sold.  The LOU contained no 
statement of transferability.  Therefore, NPCC and Inca Paciifc are actively working with Proinversion and 
Activos Mineros S.A.C., representing the Government of Peru, to obtain formal approval to allow Inca Pacific 
and NPCC to work together to self-fund construction of the ship-loading facility.   

Recommendations 

All of the following recommended activities would be carried out during detail design or during initial operation. 
 Although not specifically identified, the cost of implementing these activities are included in the project capital 
cost allowance for detail design or in the operating cost estimate. 

The results of the feasibility study are positive, and it is recommended that the project be advanced to the next 
phase of engineering and construction execution.  As the project moves forward other recommendations 
include: 

Mining 

The last pit phase is fairly large and might be better if broken into two phases. 

The Colorado State University Geologist’s office has a computer program to model rock fall, and it is 
suggested that this program be used with other mine planning tools to minimize rock fall hazard by using rock 
fall barriers and berms on catch benches. 

Some care should be exercised mining the south phase-1 valley overburden material, as an unknown amount 
of ore-grade material may cover a portion of the valley floor.  This material was sampled on a regular grid on 
the surface and is made up of mostly skarn materials, but the thickness of this material has not been 
established. The surface area of ore-grade mineralization indicates a potential of about 100,000 tonnes per 
meter of thickness.  The production schedule has included this material as waste.  

Metallurgical Optimization 

During initial operation the following optimization activities should be pursued.  The ore hardness studies 
performed in a second test program produced work index values that were markedly lower compared to the 
average data generated from the original Phase-1 studies.   

It is recommended that additional Bond tests be considered in an attempt to delineate areas in the deposit that 
exhibit high work index values order to predict mill throughput.  Additional locked-cycle tests at 200 µm for the 
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skarn composite are recommended to verify the primary grind requirements.  This is particularly important for 
the skarn high copper composite where the cycle tests were conducted at 140� m P80. 

Additional test work is recommended to further define the effect of pulp pH on rougher circuit performance. 

The observed flotation responses of the copper and molybdenum in the ore zones displayed some localized 
variation.   

More variability test work is recommended to more accurately quantify the estimates of flotation responses of 
the various sulfides destined for inclusion into the mine model. 

The recovery performance for molybdenum displayed significant variation.  This is particularly evident with 
those tests performed at elevated pulp pH levels.  Additional test work is recommended to further define the 
effect of pulp pH on rougher circuit performance. 

Five of the 19 skarn samples contained significant arsenic and antimony values.  Two samples in particular, 
SK10 and SK15, contain about 14 and 28 percent arsenic, respectively, in the final concentrate.   Realgar is 
the identified arsenic mineral.  Realgar will be floated and included in the molybdenum concentrate.  
Identifying locations in the mine may allow these zones to be excluded from the milled ores. 

The recoveries and concentration of molybdenum in the bulk concentrate warrants additional optimization of 
the copper-molybdenum separation circuit. 

Water Treatment 

Telesto recommends continued geochemical testing to confirm current interpretations during final design.   

Also, Telesto recommends water treatment bench and pilot testing be conducted to confirm the assumptions 
made for final design, confirm selected chemicals, and obtain additional process design information, all as part 
of the final design process. 

Tailings Dam Construction 

Final construction sequencing of tailings dams should be optimized in detailed design. 

THE CUEVA BLANCA PROPERTY 

The Company, through its Peruvian subsidiary, Inca Pacific S.A., holds a 51% interest in the Cueva Blanca 
Property located the Department of Lambayeque in Peru.  The Company has no exploration plans for this 
property.  Accordingly at November 30, 2005, the Company wrote-off an aggregate of $1,542,398 acquisition 
and exploration costs incurred on the Cueva Blanca Property.   

Other Assets 

The Company does not have any assets other than those described above. 

RISK FACTORS 

Changes in the market price of copper and molybdenu m, which in the past has fluctuated widely, will 
affect the profitability of the Company’s operation s and financial condition. 

The Company’s future profitability will depend upon the world market price of gold and other metals.  Prices 
fluctuate widely and are affected by numerous factors beyond the Company’s control.  The prices of metals 
are influenced by factors including: 
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·  industrial and retail supply and demand; 

·  exchange rates; 

·  expectations with respect to inflation rates; 

·  interest rates; 

·  changes in global economies; 

·  confidence in the global monetary system; 

·  forward sales of copper and molybdenum and other metals by producers and speculators; and 

·  other global or regional political, social or economic events. 

The supply of copper and molybdenum and other metals consists of a combination of new mine production 
and existing stocks held by governments, producers, speculators and consumers. 

If the market prices for gold fall below the Company’s full production costs and remain at such levels for any 
sustained period of time, it may not be economically feasible to commence or continue production.  This would 
materially and adversely affect production, profitability and Inca’s financial position. The Company may, 
depending on hedging practices, experience losses and may decide to discontinue operations or development 
of a project or mining at one or more of its properties.  If the price of copper and / or molybdenum drop 
significantly, the economic prospects of the Magistral Project in which the Company has a 100% interest could 
be significantly reduced or rendered uneconomical.  Copper and molybdenum prices have fluctuated widely in 
recent years.  There is no assurance that, even as commercial quantities of copper and molybdenum and 
other metals are produced, a profitable market will exist for them.  A decline in the market price of copper and 
molybdenum may also require Inca to write down its mineral reserves and resources which would have a 
material and adverse effect on its earnings and profitability. Should any significant write-down in reserves and 
resources be required, a material write-down of Ican’s investment in the Magistral Project and increased 
amortisation, reclamation and closure expenses may be required. 

The Company will require external financing or may need to enter into a strategic alliance or joint 
venture to develop its mineral property. 

The further development and exploration of the Magistral Project in which the Company holds a 100% 
interests depends upon the Company’s ability to obtain financing through joint ventures, debt financing, equity 
financing or other means.  There is no assurance that the Company will be successful in obtaining required 
financing as and when needed.  Volatile markets for precious metals may make it difficult or impossible for the 
Company to obtain debt financing or equity financing on favourable terms or at all.  The Company operates in 
a region of the world that is prone to economic and political upheaval, which may make it more difficult for the 
Company to obtain debt financing from project lenders.  Failure to obtain additional financing on a timely basis 
may cause the Company to postpone any development plans, forfeit rights in some or all of its properties or 
joint ventures or reduce or terminate some or all of its operations. 

The Company has a limited operating history and the re can be no assurance of its ability to operate it s 
projects profitably. 

The Company has no history of producing metals from its current mineral property.  As a result, the Company 
is subject to all of the risks associated with establishing new mining operations and business enterprises 
including: 

·  the timing and cost, which can be considerable, of the construction of mining and processing facilities; 
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·  the availability and costs of skilled labour and mining equipment; 

·  the availability and cost of appropriate smelting and/or refining arrangements; 

·  the need to obtain necessary environmental and other governmental approvals and permits, and the 
timing of those approvals and permits; and 

·  the availability of funds to finance construction and development activities. 

The costs, timing and complexities of mine construction and development are increased by the remote 
location of the Company’s mining property.  It is common in new mining operations to experience unexpected 
problems and delays during construction, development, and mine start-up.  In addition, delays in the 
commencement of mineral production often occur.  Accordingly, there are no assurances that the Company’s 
activities will result in profitable mining operations or that the Company will successfully establish mining 
operations or profitably produce metals at any of its properties. 

Title to Inca’s Magistral Project cannot be guarant eed and may be subject to prior unregistered 
agreements, transfers or claims and other defects. 

The Company cannot guarantee that title to its Magistral Project will not be challenged.  Title insurance is 
generally not available for mineral properties and the Company’s ability to ensure that it has obtained secure 
claim to individual mineral properties or mining concessions may be severely constrained.  The Company’s 
Magistral Project may be subject to prior unregistered agreements, transfers or claims, and title may be 
affected by, among other things, undetected defects.  The Company has not conducted surveys of all of the 
claims in which it holds direct or indirect interests.  A successful challenge to the precise area and location of 
these claims could result in the Company being unable to operate on the Magistral Project as permitted or 
being unable to enforce its rights with respect to its properties. 

Mining is inherently dangerous and subject to condi tions or elements beyond the Company’s control, 
which could have a material adverse effect on the C ompany’s business. 

The Company’s business operations are subject to risks and hazards inherent in the mining industry. The 
exploration for, and the development of, mineral deposits involves significant risks which even a combination 
of careful evaluation, experience and knowledge may not eliminate.  The risks and hazards involved in mining 
include: 

·  environmental hazards; 

·  industrial accidents; 

·  metallurgical and other processing problems; 

·  unusual or unexpected rock formations; 

·  structural cave-ins or slides; 

·  flooding; 

·  fires; 

·  metal losses; and 

·  periodic interruptions due to inclement or hazardous weather conditions. 
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The Company’s exploration and production may be further hampered by mining, heritage and environmental 
legislation, industrial disputes, cost overruns, land claims and compensation and other unforeseen 
contingencies.  The success of the Company also depends on the delineation of economically recoverable 
reserves, the availability and cost of required development capital, movement in the price of commodities, 
securing and maintaining title to its exploration and mining tenements as well as obtaining all necessary 
consents and approvals for the conduct of its exploration and production activities.  

Exploration and production on the Company’s existing exploration and mining tenements may prove 
unsuccessful. Mineable resources may become depleted resulting in a reduction of the value of those 
tenements and a diminution in the cash flow and cash reserves of the Company as well as possible 
relinquishment of the exploration and mining tenements. 

Whether income will result from projects undergoing exploration and development programs depends on the 
successful establishment of mining operations.  Successful project development is affected by factors such 
as: 

·  costs; 

·  actual mineralization; 

·  consistency and reliability of ore grades; and 

·  commodity prices. 

The design and construction of efficient processing facilities, the existence of competent operational 
management and prudent financial administration, as well as the availability and reliability of appropriately 
skilled and experienced consultants also can affect successful project development. 

 Increased competition could adversely affect the C ompany’s ability to attract necessary capital 
funding or acquire suitable producing properties or  prospects for mineral exploration in the future. 

Competition in the mineral exploration and development business is intense and could adversely affect Inca’s 
ability to develop its properties. Inca competes with numerous individuals and companies, including major 
mining companies, many of which have greater financial and operational resources than the Company.  There 
is a high degree of competition for the discovery and acquisition of properties considered to have commercial 
potential.  The Company competes with other mining companies, for the acquisition of mineral claims, leases 
and other mineral interests as well as for the recruitment and retention of qualified employees and other 
personnel. 

The Company’s insurance coverage does not cover all  of its potential losses, liabilities and damage 
related to its business and certain risks are unins ured or uninsurable. 

Exploration, development and production operations on mineral properties involve numerous risks, including: 

·  unexpected or unusual geological operating conditions; 

·  rock bursts, cave-ins, ground or slope failures; 

·  fires, floods, earthquakes and other environmental occurrences; 

·  political and social instability that could result in damage to or destruction of mineral properties or 
producing facilities, personal injury or death, environmental damage; 

·  delays in mining caused by industrial accidents or labour disputes; 

·  changes in regulatory environment; 

·  monetary losses; and 
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·  possible legal liability. 

It is not always possible to obtain insurance against all such risks and the Company may decide not to insure 
against certain risks because of high premiums or other reasons.  Moreover, insurance against risks such as 
environmental pollution or other hazards as a result of exploration and production is not generally available to 
Inca or to other companies in the mining industry on acceptable terms.  Should such liabilities arise, they could 
reduce or eliminate any further profitability and result in increasing costs and a decline in the value of the 
securities of the Company.   

The figures for the Company’s resources may yield l ess mineral production under actual conditions 
than is currently estimated. 

The Company’s reported mineral reserves and resources are only estimates.  Inca cannot give any assurance 
that the estimated mineral resources will be recovered or that they will be recovered at the rates estimated. 
The failure of Inca to achieve its production estimates could have a material and adverse effect on any or all of 
its future cash flows, profitability, results of operations and financial condition. These production estimates are 
dependent on, among other things: 

·  the accuracy of mineral reserve and resource estimates; 

·  the accuracy of assumptions regarding ore grades and recovery rates; 

·  ground conditions; 

·  physical characteristics of ores; 

·  the presence or absence of particular metallurgical characteristics; and 

·  the accuracy of estimated rates and costs of mining, ore haulage and processing. 

Mineral reserve and resource estimates may require revision (either up or down) based on actual production 
experience.  Market fluctuations in the price of metals, as well as increases in production costs or reduced 
recovery rates, may render certain mineral reserves and resources uneconomic and may ultimately result in a 
restatement of reserves and/or resources.  Moreover, short-term operating factors relating to the mineral 
reserves and resources, such as the need for sequential development of ore bodies and the processing of 
new or different ore grades, may adversely affect the Company’s profitability in any particular accounting 
period. 

The Company depends heavily on limited mining prope rties, and there can be no guarantee that the 
Company will successfully acquire additional commer cially mineable mineral rights. 

The Magistral Project accounts for all of the Company’s mineral resources and reserves and the potential for 
the future generation of revenue.  Any adverse development affecting the progress of the Magistral Project 
such as, but not limited to, obtaining financing on commercially suitable terms, hiring suitable personnel and 
mining contractors, or securing supply agreements on commercially suitable terms, may have a material 
adverse effect of the Company’s financial performance and results of operations.   

The Company’s activities are subject to environment al laws and regulations that may increase the 
Company’s costs of doing business or restrict its o perations. 

The Company’s operations are subject to environmental regulations in the jurisdictions in which it operates.  
Environmental legislation is evolving in a manner which will require stricter standards and enforcement, 
increased fines and penalties for non-compliance, more stringent environmental assessments of proposed 
projects and a heightened degree of responsibility for companies and their officers, directors and employees.  
There is no assurance that future changes in environmental regulation, if any, will not adversely affect the 
Company’s operations. 
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Government approvals and permits are required in connection with the Company’s operations.  To the extent 
such approvals are required and not obtained, the Company may be delayed or prohibited from proceeding 
with planned exploration or development of its mineral properties. 

Failure to comply with applicable laws, regulations and permitting requirements may result in enforcement 
actions thereunder, including orders issued by regulatory or judicial authorities causing operations to cease or 
be curtailed, and may include corrective measures requiring capital expenditures, installation of additional 
equipment, or remedial actions.  Parties engaged in mining operations may be required to compensate those 
suffering loss or damage by reason of the mining activities and may have civil or criminal fines or penalties 
imposed for violations of applicable laws or regulations. 

Amendments to current laws, regulations and permits governing operations and activities of mining 
companies, or more stringent implementation thereof, could have a material adverse impact on the Company 
and cause increases in capital expenditures or require abandonment or delays in development of new mining 
properties. 

Currency fluctuations may affect the costs that Inc a incurs at its operations. 

Currency fluctuations may affect the costs that Inca incurs at its operations. The Company’s revenue from the 
Offering and other financing activities will be received in Canadian dollars while a significant portion of its 
operating expenses is incurred in US currency.  Accordingly, foreign currency fluctuations may adversely 
affect the Company’s financial position and operation results. 

Insofar as certain directors of the Company hold si milar positions with other mineral resource 
companies, conflicts may arise between the obligati ons of these directors to the Company and to 
such other mineral resource companies. 

Certain directors and officers of the Company are, and may continue to be, involved in the mining and mineral 
exploration industry through their direct and indirect participation in corporations, partnership or joint ventures 
which are potential competitors of the Company. Situations may arise in connection with potential acquisitions 
in investments where the other interests of these directors and officers may conflict with the interests of the 
Company. Directors and officers of the Company with conflicts of interest will be subject to and will follow the 
procedures set out in applicable corporate and securities legislation, regulations, rules and policies. 

Title to the Company’s Magistral Project cannot be guaranteed and may be subject to prior 
unregistered agreements, transfers or claims or oth er defects. 

No assurance can be given that rights to explore and exploit its mineral properties will not be revoked, or 
significantly altered, to the detriment of the Company.  There can also be no assurance that the Company’s 
rights will not be challenged or impugned by third parties. 

The Company may experience difficulty attracting an d retaining qualified management to meet the 
needs of its anticipated growth, and the failure to  manage the Company’s growth effectively could 
have a material adverse effect on its business and financial condition. 

The Company’s prospects depend in part on the ability of its executive officers and senior management to 
operate effectively, both independently and as a group.  To manage its growth, the Company must attract and 
retain additional highly qualified management, financial, mining, technical and marketing personnel and 
continue to implement and improve operational, financial and management information systems.  Investors 
must be willing to rely to a significant extent on management’s discretion and judgment, as well as the 
expertise and competence of outside contractors. 
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DIVIDENDS 

Inca has not, since the date of its incorporation, declared or paid any dividends on its Common Shares and 
does not currently have a policy with respect to the payment of dividends.  For the immediate future Inca will 
be developing the Magistral Project and does not envisage any earnings arising from which dividends could be 
paid. Once the Magistral Project becomes operational, Inca anticipates that it will initially retain future earnings 
and other cash resources for the operation and development of its business and in order to meet likely project 
finance commitments that may prohibit the payment of dividends for a period of the envisaged project loan 
term.  The payment of dividends in the future will depend on the earnings, if any, and Inca’s financial condition 
and such other factors as the directors of Inca consider appropriate. 

DESCRIPTION OF CAPITAL STRUCTURE 

Common Shares 

Inca is authorized to issue an unlimited number of Common shares without par value.  At the date of this AIF, 
Inca has an aggregate of 38,658,108 fully paid Common Shares issued and outstanding.   

The holders of the Common Shares are entitled to: 

(a) vote at all meetings of shareholders of Inca, except meetings at which only holders of a specified 
class of shares are entitled to vote; 

(b) receive, subject to the rights, privileges, restrictions and conditions attaching to any other class of 
shares of Inca, any dividends declared by Inca; and 

(c) receive, subject to the rights, privileges, restrictions and conditions attaching to any other class of 
shares of Inca, the remaining property of Inca upon the liquidation, dissolution or winding-up of Inca, 
whether voluntary or involuntary. 

MARKET FOR SECURITIES 

Market 

The Company's common shares are listed on the TSX Venture Exchange (“TSX-V”) under the trading symbol 
“IP”.  

Trading Price and Volume 

The following table sets out the monthly low and high trading prices and the monthly volume of trading of the 
common shares of the Company on the TSX-V for the financial year ended November 30, 2007: 

 Low (Cdn$)  High (Cdn$)  Volume  

December 2006 $1.08 $0.90 347,311 

January 2007 $0.95 $0.89 400,601 

February 2007 $0.96 $0.86 657,700 

March 2007 $1.11 $0.85 352,407 

April 2007 $1.48 $0.98 634,544 

May 2007 $2.07 $1.36 1,699,590 

June 2007 $1.81 $1.12 953,505 

July 2007 $1.98 $1.25 802,189 
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 Low (Cdn$)  High (Cdn$)  Volume  

August 2007 $1.48 $0.88 3,517,402 

September 2007 $1.65 $0.97 1,254,884 

October 2007 $1.95 $1.55 1,658,203 

November 2007 $1.62 $2.35 1,228,776 

 

Prior Sales 

The following table sets forth details of all issuances or sales of common shares of the Company during the 
Company’s most recently completed financial year ended November 30, 2007. 

Allotment Date 
Price per 
security 

Number of 
securities Reason for issuance 

April 5, 2007 $0.75 11,800,000 Private Placement 

April 18, 2007 $0.71 10,000 Exercise of Options 

June 25, 2007 $0.71 26,000 Exercise of Options 

September 24, 2007 $0.71 5,000 Exercise of Options 

October 16, 2007 $0.71 

$0.80 

10,000 

50,000 

Exercise of Options 

Exercise of Options 

October 17, 2007 $0.71 

$0.80 

114,000 

50,000 

Exercise of Options 

Exercise of Options 

October 18, 2007 $0.71 15,000 Exercise of Options 

October 24, 2007 $0.71 50,000 Exercise of Options 

October 30, 2007 $0.80 20,000 Exercise of Options 

November 6, 2007 $0.72 10,000 Exercise of Options 

November 15, 2007 $0.80 

$0.71 

7,500 

7,500 

Exercise of Options 

Exercise of Options 
 
In addition, incentive stock options to purchase a total of 3,289,000 common shares in the capital of the 
Company were outstanding as at the Company’s most recently completed financial year ended November 30, 
2007 having an average exercise price of $0.88 per share. 

ESCROWED SECURITIES 

None of the Company’s securities are held under an escrow or similar agreement. 
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DIRECTORS AND OFFICERS 

The names and municipalities of residence of the directors and officers of Inca, positions held by them with 
Inca and their principal occupations for the past five years are as set forth below. The term of office of each of 
the present directors expires at the next annual general meeting of shareholders.  After each such meeting, 
the Board of Directors appoints the Company’s officers and committees for the ensuing year. 

Name and Municipality of 
Residence 

Current Office 
with INCA 

Principal 
Occupation Date Appointed  Term Expiry 

Directors      

Anthony Floyd 
Vancouver, British Columbia 
Canada 

President and 
Chief Executive 
Officer Director 

Geologist; President 
of the Company; 
President of Lumina 
Copper Corp. until 
August 2006 

June 1994 No fixed term 

 

Geoffrey Harden 
Vancouver, British Columbia 
Canada 

Non-executive 
Director 

Mining Consultant May 1996 No fixed term 

Bryan Morris 
Vancouver, British Columbia 
Canada 

Non-executive 
Director 

Financial Consultant;  
Vice-President 
Business 
Development of Teck 
Cominco Limited until 
his retirement in 2003 

February 2004 No fixed term 

Luis Rodriguez Mariategui 
Proano 
Lima, Peru 

Non-executive 
Director 

Lawyer;  Partner in the 
law firm of Rodriguez-
Mariategui & Vidal 

September 1994 No fixed term 

     

Senior Officers      

Bernard Stannus  
Tucson, Arizona 
USA 

Vice-President, 
Corporate 

Development 

Vice-President, 
Corporate 

Development of Inca 

February 1, 2008 No fixed term 

Thomas Kelly 
La Paz, Boliva 

Chief Operating 
Officer 

Chief Operating 
Officer of Inca 

February 1, 2008 No fixed term 

Sandra M. Lim  
Maple Ridge, British Columbia 
Canada 

Chief Financial 
Officer Chartered Accountant 

January 2006 No fixed term 

Sharon L. Fleming  
South Surrey, British Columbia 
Canada 

Corporate 
Secretary 

Corporate Securities 
Consultant 

September 1994 No fixed term 

 
Security Holdings of Directors and Officers 

As of the date of this AIF, the directors and officers of Inca and its subsidiaries, as a group, beneficially owned, 
directly or indirectly, or exercised control or direction over 1,479,622 Common Shares, representing 
approximately 3.8% of the issued and outstanding Common Shares as set out in the table below: 
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Directors Common Shares Options 
Anthony Floyd  1,476,955 800,000 
Geoffrey Harden  Nil 300,000 
Bryan Morris  Nil 450,000 
Luis Rodriguez-Mariategui Proano  2,667 450,000 

 
Officers 

 
 

 
 

Bernard Stannus (1) Nil 420,000 
Thomas Kelly Nil Nil 
Sandra M. Lim  Nil 240,000 
Sharon L. Fleming  Nil 230,000 

Notes: 

(1) Mr. Stannus’ options are held through BRS Mining Inc., a private company wholly-owned by Mr. Stannus. 

Committees of the Board of Directors 

There are currently two committees of the Board, namely, the Audit Committee and the Compensation 
Committee.  The following table sets out the members of such Committees: 

 
Audit Committee Compensation Committee Date of Appo intment 

Bryan Morris (Chair) 
Geoffrey Harden 

Luis Rodriguez-Mariategui Proano 

Bryan Morris (Chair) 
Geoffrey Harden 

 

April 18, 2007 
April 18, 2007 
April 18, 2007 

 
Cease Trade Orders, Bankruptcies, Penalties or Sanc tions 

No director or officer of the Company or a shareholder holding a sufficient number of common shares of the 
Company to affect materially the control of the Company: 

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

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

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

(iii) within a year of that person ceasing to act in that capacity, became bankrupt, made a 
proposal under any legislation relating to bankruptcy or insolvency or was subject to 
or instituted any proceedings, arrangement, compromise with creditors or had a 
receiver, receiver manager or trustee appointed to hold its assets; or 

(b) has, within the 10 years before the date hereof, become bankrupt, made a proposal under 
any legislation relating to bankruptcy or insolvency, or become subject to or instituted any 
proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager 
or trustee appointed to hold;   
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(c) became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency 
or has been subject to or instituted any proceedings, arrangement or compromise with any 
creditors or had a receiver, receiver manager or trustee appointed to hold the assets of that 
corporation. 

No director or officer of the Company or a shareholder holding a sufficient number of common shares of the 
Company to affect materially the control of the Company has been subject to: 

(a) any penalties or sanctions imposed by a court relating to securities legislation or by a 
securities regulatory authority or has entered into a settlement agreement with a securities 
regulatory authority; or 

(b) any other penalties or sanctions imposed by a court or regulatory body that would likely be 
considered important to a reasonable investor in making an investment decision. 

The foregoing, not being within the knowledge of the Company, has been furnished by the respective 
directors, officers and shareholders holding a sufficient number of securities of the Company to affect 
materially control of the Company. 

Conflicts of Interest 

Certain directors and officers of the Company are also directors, officers or shareholders of other companies 
that are similarly engaged in the business of acquiring, developing and exploiting natural resource properties.  
Such associations to other public companies in the resource sector may give rise to conflicts of interest from 
time to time.  As a result, opportunities provided to a director of the Company may not be made available to 
the Company, but rather may be offered to a company with competing interests.  The directors and senior 
officers of the Company are required by law to act honestly and in good faith with a view to the best interests 
of the Company and to disclose any personal interest which they may have in any project or opportunity of the 
Company, and to abstain from voting on such matters.   

The directors and officers of the Company are aware of the existence of laws governing the accountability of 
directors and officers for corporate opportunity and requiring disclosure by the directors of conflicts of interests 
and the Company will rely upon such laws in respect of any directors’ and officers’ conflicts of interest or in 
respect of any breaches of duty by any of its directors and officers. 

LEGAL PROCEEDINGS 

The Company and its properties are not subject to any legal or other actions, current or pending, which may 
materially affect the Company’s operating results, financial position or property ownership. 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANS ACTIONS 

Pursuant to a Credit Agreement dated February 20, 2008 with a director of the Company (the “Lender ”), the 
Lender has agreed to lend the Company the aggregate principal amount of up to $1,000,000.  The credit 
facility is available to the Company for a period of 18 months from the date of the Credit Agreement and may 
be drawn down if required by the Company.  Interest at the rate of 12% per annum will be payable monthly on 
amounts advanced under the Credit Agreement.  The Company will pay a standby fee of $20,000 by the 
issuance of 12,121 common shares upon the initial advance of funds.  In addition, a drawdown fee of 3% of 
the amounts advanced is payable.  Funds drawn down will be payable on the earlier of 18 months from the 
date of the Credit Agreement; the date of any change of control (as that term is defined under the Credit 
Agreement); the date the Company completes an equity financing; or the occurrence and continuation of 
default.  The Company may repay any funds drawn down under the Credit Agreement in whole at any time 
before maturity, without notice or penalty.  The agreement is subject to regulatory acceptance. 
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Other than as set forth herein and other than transactions carried out in the ordinary course of business of the 
Company or any of its subsidiaries, none of the directors or executive officers of the Company, any 
shareholder directly or indirectly beneficially owning, or exercising control or direction over, shares carrying 
more than 10% of the voting rights attached to the shares of the Company, nor an associate or affiliate of any 
of the foregoing persons has since December 1, 2004 (being the commencement of the Company's third most 
recently completed financial year) any material interest, direct or indirect, in any transactions that materially 
affected or would materially affect the Company or any of its subsidiaries. 

TRANSFER AGENT AND REGISTRAR 

The Company’s registrar and transfer agent is Pacific Corporate Trust Company with offices located at 2nd 
Floor, 510 Burrard Street, Vancouver, British Columbia, V6C 3B9 and at 66 Wellington Street West, TD 
Tower, Suite 5210, Toronto, Ontario, M5K 1J3. 

MATERIAL CONTRACTS 

The Company has entered into the following material contracts: 

1. Management Agreement between the Company and Floyd Consultants dated January 1, 2007 
pursuant to which the Company is committed to payments for management services in the amount of 
$10,000 per month.   

2. Option Agreement between the Government of Peru and the Company dated January 29, 1999 to 
purchase five claims (250 hectares) which lie within the Company’s existing Magistral Claims. 

3. Agreement between the Government of Peru and the Company dated July 1, 2004 to restructure the 
Company’s obligations in order to retain ownership of the Magistral Property. 

4. Agreement between the Government of Peru and the Company dated July 26, 2007 to restructure   
the Company’s obligations in order to retain ownership of the Magistral Property. 

5.  Voting Agreement with Sprott Asset Management dated January 17, 2008 re voting of common 
shares it holds in the capital of the Company in accordance with the recommendations of the 
Company’s Management. 

6. Credit Agreement between the Company and the Lender dated February 20, 2008 pursuant to which 
the Lender has agreed to lend to the Company the aggregate principal amount of up to $1,000,000. 

INTEREST OF EXPERTS 

Information of an economic (including economic analysis), scientific or technical nature regarding the Magistral 
Project is included in this AIF is based upon the Technical Report, Magistral Property, Feasibility Study dated 
January 17, 2008 (the “Technical Report ”).   The Technical Report provides an independent technical review 
of the mineral resources and reserves, and development of the Magistral Project.  The Technical Report was 
prepared by Samuel Engineering, Inc. (Richard Kunter, QP, FAus IMM (CP), BS, MS, Metallurgical Engineer), 
Mine Development Associates, Inc. (Neil Prenn, PE, Mining Engineer, and Steven Ristorcelli, P. Geo.) and 
Vector Peru (Scott Elfin, PE), each of whom is a “Qualified Person” as such term is defined in National 
Instrument 43-101.  All of the authors of the Technical Report are independent of Inca within the meaning of 
National Instrument 43-101 and do not have an interest in the property of  Inca. 

ADDITIONAL INFORMATION 

Additional information on the Company may be found on SEDAR at www.sedar.com. Additional information, 
including directors’ and officers’ remuneration and indebtedness to the Company, principal holders of the 
securities of the Company and options to purchase securities, is contained in the Company’s Management 
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Information Circular dated March 23, 2007 which is filed on SEDAR. Additional financial information is 
provided in the Corporation’s audited consolidated financial statements for the year ended November 30, 2007 
(the “Audited Consolidated Financial Statements ”) and the Management’s Discussion and Analysis of 
Financial Conditions and Results of Operations (the “MD&A”). The Audited Consolidated Financial Statements 
and MD&A are also available on SEDAR. 

Audit Committee 

Pursuant to the provisions of Multilateral Instrument 52-110 Audit Committees (“MI 52-110”) reporting issuers 
in those jurisdictions which have adopted MI 52-110 are required to provide disclosure with respect to its audit 
committee including the text of the audit committee’s charter, composition of the committee, and the fees paid 
to the external auditor.  Accordingly, the Company provides the following disclosure with respect to its Audit 
Committee. 

The Audit Committee Charter 

The Audit Committee Charter is attached hereto as Schedule “A”. 

Composition and Meetings 

The Audit Committee is comprised of Bryan Morris, Geoffrey Harden and Luis Rodriguez Mariategui Proano.  
Messrs. Morris and Harden are independent directors of the Company within the meaning of MI 52-110.  The 
Chairman of the Audit Committee is Bryan Morris.  A majority of the members of the Audit Committee are 
financially literate.  The Company considers “financial literacy” to be the ability to read and understand a 
company’s fundamental financial statements, including a company’s balance sheet, income statement and a 
cash flow statement.  The members of the Audit Committee are elected by the Board of Directors at its first 
meeting following the annual shareholders’ meeting to serve one year terms and are permitted to serve an 
unlimited number of consecutive terms.   

Relevant Education and Experience 

In addition to each member’s general business experience, the education and experience of each Audit 
Committee member that is relevant to the performance of his responsibilities as an Audit Committee member 
is as follows: 

Mr. Morris holds an FCMA (UK) designation and is Chief Financial Officer of Morgain Minerals Inc. He also 
serves as a director of other publicly traded mining companies.  Mr Harden is a mining consultant and former 
Chair of the Company’s Audit Committee.  Mr. Mariategui Proano is lawyer and partner in the law firm of 
Rodriguez-Mariategui & Vidal.  In these positions, each member has been responsible for receiving financial 
information relating to his company and obtaining an understanding of the balance sheet, income statement 
and statement of cash flows and how these statements are integral in assessing the financial position of the 
company and its operating results. Each member has significant understanding of the mineral exploration and 
mining business which the Company engages in and has an appreciation for the relevant accounting 
principles for that business. 

Reliance on Certain Exemptions 

At no time since the commencement of the Company's most recently completed financial year has the 
Company relied on the exemptions in section 2.4 (De Minimis Non-audit Services), section 3.2 (Initial Public 
Offerings), or section 3.4 (Events Outside Control of Member), section 3.50 (Death, Disability or Resignation 
of Audit Committee Member) or an exemption, in whole or in part, granted under Part 8 (Exemptions) of MI 
52-110.   
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Reliance on the Exemption in Subsection 3.3(2) or S ection 3.6 

At no time since the commencement of the Company's most recently completed financial year has the 
Company relied on the exemption in subsection 3.3(2) (Controlled Companies) or section 3.6 (Temporary 
Exemption for Limited and Exceptional Circumstances) of MI 52-110. 

Reliance on Section 3.8 

At no time since the commencement of the Company's most recently completed financial year has the 
Company relied on section 3.8 (Acquisition of Financial Literacy) of MI 52-110. 

Audit Committee Oversight 

At no time since the commencement of the Company's most recently completed financial year was a 
recommendation of the Audit Committee to nominate or compensate an external auditor not adopted by the 
Board of Directors. 

Pre-Approval Policies and Procedures 

The Audit Committee has adopted specific policies and procedures for the engagement of non-audit services 
which require the auditors to submit to the committee a proposal for services to be provided and cost 
estimates for approval.   

External Auditor Service Fees (By Category)  

Fiscal Year End Audit Fees Audit Related Fees Tax F ees All Other Fees (1) 

2007 $41,628 $nil $nil $15,647 

2006 $27,500 $nil $nil $nil 

(1) Fees related to tax advisory services in connection with the Company’s subsidiaries. 
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SCHEDULE  A 

INCA PACIFIC RESOURCES INC. 

 
 

AUDIT COMMITTEE CHARTER 
 

 
Purpose of the Committee 

The purpose of the Audit Committee (the “Committee ”) of the Board of Directors (the “Board ”) of the 
Company is to provide an open avenue of communication between management, the Company’s independent 
auditors and the Board and to assist the Board in its oversight of: 

(a) the integrity, adequacy and timeliness of the Company’s financial reporting and disclosure practices; 

(b) the Company’s compliance with legal and regulatory requirements related to financial reporting; and 

(c) the independence and performance of the Company’s independent auditors. 

The Committee shall also perform any other activities consistent with this Charter, the Company’s Bylaws and 
governing laws as the Committee or Board deems necessary or appropriate. 

The Committee shall consist of at least three directors.  Members of the Committee shall be appointed by the 
Board and may be removed by the Board in its discretion.  The members of the Committee shall elect a 
Chairman from among their number.  A majority of the members of the Committee must not be officers or 
employees of the Company or of an affiliate of the Company.  The quorum for a meeting of the Committee is a 
majority of the members who are not officers or employees of the Company or of an affiliate of the Company.  
With the exception of the foregoing quorum requirement, the Committee may determine its own procedures. 

The Committee’s role is one of oversight.  Management is responsible for preparing the Company’s financial 
statements and other financial information and for the fair presentation of the information set forth in the 
financial statements in accordance with generally accepted accounting principles (“GAAP”).  Management is 
also responsible for establishing internal controls and procedures and for maintaining the appropriate 
accounting and financial reporting principles and policies designed to assure compliance with accounting 
standards and all applicable laws and regulations. 

The independent auditors’ responsibility is to audit the Company’s financial statements and provide their 
opinion, based on their audit conducted in accordance with generally accepted auditing standards, that the 
financial statements present fairly, in all material respects, the financial position, results of operations and 
cash flows of the Company in accordance with GAAP. 

The Committee is responsible for recommending to the Board the independent auditors to be nominated for 
the purpose of auditing the Company’s financial statements, preparing or issuing an auditor’s report or 
performing other audit, review or attest services for the Company, and for reviewing and recommending the 
compensation of the independent auditors.  The Committee is also directly responsible for the evaluation of 
and oversight of the work of the independent auditors.  The independent auditors shall report directly to the 
Committee. 

Authority and Responsibilities 

In addition to the foregoing, in performing its oversight responsibilities the Committee shall: 

1. Monitor the adequacy of this Charter and recommend any proposed changes to the Board. 
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2. Review the appointments of the Company’s Chief Financial Officer and any other key financial 
executives involved in the financial reporting process. 

3. Review with management and the independent auditors the adequacy and effectiveness of the 
Company’s accounting and financial controls and the adequacy and timeliness of its financial 
reporting processes. 

4. Review with management and the independent auditors the annual financial statements and related 
documents and review with management the unaudited quarterly financial statements and related 
documents, prior to filing or distribution, including matters required to be reviewed under applicable 
legal or regulatory requirements. 

5. Where appropriate and prior to release, review with management any news releases that disclose 
annual or interim financial results or contain other significant financial information that has not 
previously been released to the public. 

6. Review the Company’s financial reporting and accounting standards and principles and significant 
changes in such standards or principles or in their application, including key accounting decisions 
affecting the financial statements, alternatives thereto and the rationale for decisions made. 

7. Review the quality and appropriateness of the accounting policies and the clarity of financial 
information and disclosure practices adopted by the Company, including consideration of the 
independent auditors’ judgment about the quality and appropriateness of the Company’s accounting 
policies.  This review may include discussions with the independent auditors without the presence of 
management. 

8. Review with management and the independent auditors significant related party transactions and 
potential conflicts of interest. 

9. Pre-approve all non-audit services to be provided to the Company by the independent auditors. 

10. Monitor the independence of the independent auditors by reviewing all relationships between the 
independent auditors and the Company and all non-audit work performed for the Company by the 
independent auditors. 

11. Establish and review the Company’s procedures for the: 

(a) receipt, retention and treatment of complaints regarding accounting, financial disclosure, 
internal controls or auditing matters; and 

(b) confidential, anonymous submission by employees regarding questionable accounting, 
auditing and financial reporting and disclosure matters. 

12. Conduct or authorize investigations into any matters that the Committee believes is within the scope 
of its responsibilities.  The Committee has the authority to retain independent counsel, accountants or 
other advisors to assist it, as it considers necessary, to carry out its duties, and to set and pay the 
compensation of such advisors at the expense of the Company. 

13. Perform such other functions and exercise such other powers as are prescribed form time to time for 
the audit committee of a reporting company in Parts 2 and 4 of Multilateral Instrument 52-110 of the 
Canadian Securities Administrators, the Business Corporations Act (British Columbia) and the Articles 
of the Company. 


