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DESCRIPTION OF BUSINESS AND OVERVIEW OF OPERATIONS AND FINANCIAL CONDITION

The following discussion and analysis, preparedfadctober 27, 2008, should be read together ii¢ghunaudited interim
financial statements for the nine month period eénflegust 31, 2008 and the audited annual finarst&kements for the year
ended November 30, 2007 and related notes attatieedto, which are prepared in accordance with @anagenerally

accepted accounting principles. All amounts aaestin Canadian dollars unless otherwise indicated

Statements in this report that are not historiaats are forward-looking statements involving knamd unknown risks and
uncertainties, which could cause actual resultgaty considerably from these statements. Readersaationed not to put
undue reliance on forward-looking statements.

Additional information related to the Company is#éable for view on SEDAR atww.sedar.com.

Description of Business

Cobra Venture Corporation (the “Company”) is an ggimg energy company focused on the acquisitiondmalopment of
strategic oil and natural gas reserves in Westamag@a.

The Company is in the process of exploring and ldpimy its petroleum and natural gas interests ¢(8seussion below in
“Results of Operations”). The recoverability oétamounts shown for petroleum and natural gasesteare dependant upon
the existence of economically recoverable resethesability of the Company to obtain necessargrfaing to complete the
development and upon future profitable productibhe Company trades on the TSX Venture Exchangeruhd symbol CBV.

Performance Summary

The following is a summary of the significant eveind transactions that occurred during the ninatimperiod ended
August 31, 2008:

a) Completed a private placement of 1,000,000 flovetigh units for proceeds of $300,000. Each unisists of
one flow-through common shares and one non-flowutn share purchase warrant. Each share purchase
warrant is exercisable at $0.35 per share for mg@f 24 months.

b) Issued 62,500 common shares pursuant to the esenfi$2,500 share purchase warrants for subsangptio
received in advance of $25,000.

c) Issued 324,000 common shares pursuant to the sgayt324,000 share purchase warrants at an exgnice
of $0.40 per share.

d) Issued 418,500 common shares pursuant to the sgesti118,500 incentive stock options for grosceeals of
$63,375. 10,000 incentive stock options expiregixencised.

e) The balance of warrants outstanding at November 227 that were not exercised, 651,000, expired
unexercised on December 9, 2007.

f) Granted 500,000 stock options to directors, oficand consultants of the Company. The optiormsvathe
holder to purchase one common share of the Compaay exercise price of $0.34 per option on or teefo
December 18, 2012.

g) Entered into an agreement to pay minimum consufgeg of $288,000 to Kennedy Hill Financial growhich
is controlled by a director of the Company), $140,(er annum, starting January 1, 2008 and terminat
December 31, 2009.

h) Sold 480 gross, 240 net acres of crown leased landewfield Area of Saskatchewan for $790,00@tunior
oil and natural gas company.

i) Entered into a multi-well farm out of one of itsl @nd natural gas interest to a junior oil and reltgas
company on 640 gross acres, 480 net acres in thefiéld Area of Saskatchewan, with a commitmerdrit 2
one mile horizontal Bakken wells subject to a gresrriding royalty of 20%.
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Results of Operations for the nine month period eneld August 31, 2008

For the nine month period ended August 31, 2008 cqrared with the nine month period ended August 31,007.
Revenues

Revenue consists of sale of oil and gas of $96(R087 - $Nil), interest on cash balances of $33,@D07 — $23,388), lease
income of $50,680 (2007 — $7,596) and gain on shleased land of $790,000 (2007 - $Nil). Inteiesbme has increased
due to a higher cash balance during the period.

Operating Expenses / Net Loss

Operating expenses of $490,686 (2007 - $271,3%7p@amarily comprised of management fees, profesdifees, consulting
fees, stock-based compensation, and general affpenses. The increase of $219,329 from 2007 est@@n increase in
activities requiring increased management feesfepsional fees, transfer agent and regulatory faes, stock-based
compensation.

In comparison to the nine month period ended Augis007:
= Management fees of $114,000 (2007 - $76,500) isectdue to increased monthly fees.

= Professional fees of $132,828 (2007 - $64,220)eamed due to legal fees paid for private placemsiisk option
granting and exercising.

= Consulting fees of $37,447 (2007 - $23,583) hatvesimsed due to increased activity in possible famdhases.
= Corporate services of $28,880 (2007 - $22,500) hasreased slightly.

= Stock-based compensation of $67,264 (2007 - $19¥@8increased due to the grant stock options.
Petroleum and Natural Gas Interests

Viewfield Area, Saskatchewan

On October 10, 2002, the Company completed itseageat for the purchase of petroleum and naturabgasts (“Assets”)
from Charter Oil Corporation (“Charter”). The psBum and natural gas assets consisted of an dpyaiex 90% net
working interest in 2,880 freehold acres in thewfield area of southeast Saskatchewan.

In consideration of the acquisition of the Assetsnf Charter, the Company paid cash consideratioi160,000, issued
400,000 common shares at an agreed value of $2@y@d issued 830,000 Participating Redeemable sS&iePreferred
Shares at an agreed value of $830,000 for totadideration of $1,220,000.

During the year ended November 30, 2003, the Cognpatered into two participation and option agreetmevith Celtic
Exploration Ltd. ("Celtic") on the Company's acreag theViewfield area, Saskatchewan. The agreements provided Celtic
with the option to earn an interest in the landsibjing up to three exploration wells.

The Company retained an entitlement to particigltectly in the drilling of the exploration wellsdo a 25% net working
interest, with Celtic paying the balance of thdlidg and completion costs. Following completidneach exploration well,
Celtic will have earned a 50% interest in desigiidtands of the Company. In addition, the agreemgnbvided for a
regional area of mutual interest between the Compad Celtic on a 50/50 basis.
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The Company paid $26,570 for its share of the aifipm costs for the joint leased crown lands. Toenpany exercised its
right to participate in the drilling of the firskeloration well as per the terms of the agreemadtgaid $130,000 for its 50%
share of the drilling costs. The well was subsetjyebandoned. Celtic did not elect to drill oe tBompany's optioned land
and subsequently did not earn the 50% working éstein the Viewfield lands under the terms of tiggeament and the
option expired.

In 2004, the Company entered into several leasepootions of the Company’s free acreage in the ¥Wed area, of
southeast Saskatchewan totaling approximately lad4és. These leases had terms varying from sithmdo two years.

On May 27, 2005, the Company entered into a defengale agreement for the sale of a non-produciiivided four-fifths
1,440 gross (1,152 net) acres situated in the \tedsiviarea, of southeast Saskatchewan for a tot@hpse price of $1.45
million. The transaction closed June 6, 2005, #Hra Company received the funds on July 15, 2006e Jale of these
freehold properties represented approximately 3¢ @it of the Company’s non-producing Saskatchdaaholdings.

On October 19, 2006 the Company announced thaditimtered into a multi-well farmout with Acero Emelinc. ("Acero”)
of Calgary, Alberta, covering the Company’s landsaked in the Viewfield area of southeast Saskatahe Acero is a
privately owned Calgary based oil exploration compwith operations in the Viewfield area of Saskatwan operated by
the former principals of Bison Resources Ltd. Byplgimg unconventional geological interpretationgl artilizing modern
drilling techniques, the Bison group discovered Bakken light, sweet oil play in the greater Viesidi area leading to the
further expansion of the play throughout SE Sasiatan. Relying exclusively on geology and maintagna hands-on
approach to business, the team built that compaitg eventual sale value in January 2006 of apprately $113.4 MM.

Under the terms of the Company/Acero agreementrcAaedl drill a minimum of 3 wells to test the Frigher and Bakken
light oil formations. In December 2006, the firstllwas drilled horizontally on a structural feawand the results from the
well suggest that a second well can be locatedheratljacent spacing unit on Company land. Theatiot of a second well
would be subject to further reservoir evaluatiorerothe next three months. The single horizontaliedl encountered
approximately 400 meters of high quality limestguerosity and initial production has yielded a sw8@t3 degree API
gravity oil with a very low water cut. Productioates for the well have been as high as 240 baofetsl per day since
completion of the well in the early part of Decemblkut the operator anticipates reducing the rdteroduction to
approximately 200 barrels of oil per day while teeervoir is being evaluated.

In early February 2007, the second well of a tlwe# drilling program in the Viewfield Area of SduEast Saskatchewan,
was drilled and completed as a producing oil weltoduction rates for the well, completed in e&dpruary, have averaged
approximately 250 barrels per day, of sweet 30grake API gravity oil with negligible water. The Cpamy owns 25% of
the freehold mineral rights on the lands and h&simed a non-convertible sixteen percent (16%)m&rriding royalty net
of crown obligations.

In July 2007, the third well of the program wadldd and completed as a horizontal Bakken formatight oil well on the
southwest quarter of 640 gross, 320 net acresosfrcteased land where the Company holds a 50% chipeof the mineral
rights and has retained a Non-convertible sixtesagnt (16%) gross overriding royalty.

In September 2007, the Company announced thatditehéered into a second farm out arrangement withrédy whereby
Acero agreed to drill a test well on Company helads in the Viewfield area, to test the Frobishaki&n formations on or
before December 1, 2007. In addition, Acero hadsadl Company of its intention to drill 2 new dey@inent wells on
Company lands where the first 2 wells of the prognaere successfully drilled and completed. Undier terms of the
agreement with Acero, the Company receives 16%sgoeerride, no deduction royalty, on all productioom Company
lands. The Company looks forward to increased pptoln revenues, as additional wells are drilled Anolight on stream
throughout 2008. Within the 40 acres allowable Bgaprovisions, the Company believes there are @éepotential well

locations remaining on the existing land base, Wik now fully under development. The Company hasoagoing

geological assessment program underway to evah@teopportunities at crown land sales and by farrtoiincrease drill
target inventory in the area.
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The Company’s southeast Saskatchewan lands contingpeoduce monthly revenue on a royalty basis fi&mells (3
existing wells drilled in 2004-2005). The Companyns 80% of the freehold mineral rights on thesel$aand has retained a
non-convertible sixteen percent (16%) gross ovigidoyalty held under the terms of a previous deagreement.

The Company has achieved 100% drilling succesharfitst 5 wells in the Viewfield area thru thenter of the farm-out
agreement with Acero Energy Inc.

During the six month period ended May 31, 2008,Gleepany sold 480 acres of 640 acres in the PrevifiGaskatchewan
for a total purchase price of $790,000, resulting gain of $790,000.

Cessford Area, Alberta

The Company announced that it had entered intagegeenent on October 25, 2005 to acquire an intémestFarmout and
Participation Agreement to immediately commencénéial four well drilling program in the Cessfoatea of Alberta. The
development properties are held 100% by the opgratidustry partner and target multiple natural gesspective zones.
The Company has the right to earn a 50% workingrést before payout and 25% working interest gftgiout by paying
50% of all costs associated with the drilling paogr There is a finder's fee payable on the trammacif 100,000 common
shares at a price of $0.15 per share, which hasteeerded in the financial statements as an didig&o issue shares.

Effective November 14, 2005, the Company will netgroceeding with the four development well progiarthe Cessford
area of Alberta. The finder’s fee was expensetbasulting fees, and recovered in 2006.

Pembina Area, Alberta

On November 14, 2005, the Company entered intarécipation Agreement with an operating industrytpar to participate
in the drilling of an initial three (3) exploratiowells and earn a working interest in the Pembirem af Alberta. The
Company had the right to earn a 27% net workingregt by paying 45% of all costs associated wighdtilling program to
earn a 40% net working interest in the prosped acanprised of seven (7) sections or approximagl§0 acres.

In the summer of 2006, the Company participatethéndrilling of two natural gas wells. These wellscountered multiple
natural gas zones, one (1) has subsequently beewdladed in 2007, and one (1) remains standing pgmdcompletion.

In March 2007, the third (3 and final earning well at Pembina Area, Albertaswdrilled, completed and tied in as a
producing Edmonton Sands gas well.

The Company has earned a 27% working interest an(8y natural gas wells and is receiving productievenue from one
(1) well and one (1) remains standing pending rgdetibn. The Company subsequently has earned a rAg%vorking
interest in 4,200 acres where an additional 10-GR t@hrgets have been identified and are beinglwatad for future
development.

During 2007, a third party industry partner drilladd completed a fourth ' natural gas well on Company lands, thru a
farm in arrangement. It is currently a standinguretgas well and it is anticipated it will be tigdto produce.

Central Alberta

In Central Alberta, the Company has been successadquiring varying interests between 25-50%20 acres at Alderson,
160 acres at Willesden Green, and 160 acres itodegun areas of Alberta. License applicationscareently underway to
drill up to 2 Cardium wells at Willesden Green andNisku recompletion program is planned for thestps lands. A 3D
seismic farm-in program has been completed byrd thérty on the Alderson lands and is currentlyngegvaluated. The
Company is actively evaluating new opportunitieAlberta to increase its land position and drillimyentory of light oil
targets.

Alderson Area, Alberta
In the fall of 2007, the Company obtained a 50%wuaking interest in 320 acres of land in Centridekta for $77,215.
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The Company is preparing to shoot a 3D seismicraragas soon as government approval is received.quader sections
of land have been acquired with a single offset Waling produced 98,000 barrels of oil. It is aiptated that three to four
oil locations will be delineated by the 3D seismata with drilling depths of 900 metres. The offsiétwell is located on the
northern edge of the property while an abandonelil avethe south end previously indicated an oil evatontact and
production of 755 barrels of oil per day. The Compaas acquired the land sitting between the twisvead drilling is
expected to commence upon interpretation of thes&@Bmic.

Willesden Green Area, Alberta
In the fall of 2007, the Company obtained a 40%wuaking interest in 160 acres of land in CentrideXta for $18,570.

The Company has applied for and has been granteddiang in the Willesden Green area which is aptitéd to allow two
oil well locations to be drilled immediately adjatdo the Cardium U pool. The Company is currestiyveying the first
locations. Pending the successful completion ofiitisewell, a second location will be drilled offsing the first well. Offset
wells in the area have exhibited total productiates of 60,000 to 109,000 barrels of oil.

losegun Area, Alberta
In the fall of 2007, the Company obtained a 20%wwaking interest in 160 acres of land in Centriiekta for $15,543.

The Company has acquired the oil and natural ggigsiito the Nisku zone and plans to re-enter arwell that was
abandoned in the 1980’s with historical productidrbetween 20 and 30 bbls/d of light oil. A surfaglit of the existing
well site is currently proceeding, following whielnew licence for re-entry will then be applied. for

Valhalla Area, Alberta

The Company has entered into an agreement to acgu20% working interest in lands in the Valhalteaa The section
shows several interesting sands that have highralagas readings on the lithology gas detectorngudrilling of an old
abandoned well. The Company has identified sevetlral gas zones which correlate to nearby nagasiwells drilled to
the Bluesky-Gething formation that produced betwi&eBcf and 2.5 Bcf in offset wells. Also of intetas the shallower
Paddy-Cadotte sand package that produced over &.& B nearby wellbore. This land acquisition iticipated to close
soon and once acquired, a location has been igehfibr winter drilling in 2009 budget. The Companifl also have the
option to earn an additional 30% interest for alt60% working interest in the section of land.itiah production rates for
the offset Bluesky well were 1.5 mmcf/d, while theddy production rates were over 4 mmcf/d for tre year in a well 2
miles to the south of these lands.

Inga Area N.E. British Columbia

Early in the summer of 2006, having reviewed seaistata, the Company obtained 640 gross, 480 nes arcrown leased
land underlying a significant structure in Northteas British Columbia. The Company’s net workimgerest is 75%, and
additional seismic structures are being reviewdd thie intent to accumulate a larger land positiotihe prospect area.

The Company is awaiting results from some Montneyziontal wells drilled in the immediate vicinity @ Inga play. Upon
analysis of some the decision to drill a verticahorizontal Montney natural gas well will be maagleng with the conclusion
of current efforts to increase the land base inoffeetting acreage. Three Montney wells are todbeased and a land sale is
taking place prior to that release. Once data enmélls is available, the Company will decide oa tlepth ot be drilled and
the type of completion to be used. The Companynigliscussion with other landholders in the areadooling and
participation in a possible Montney well.
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LIQUIDITY AND CAPITAL RESOURCES

The Company'’s oil and gas exploration activitiesehbeen funded to date primarily through the issaaf common shares,
and the Company expects that it will continue tabke to utilize this source of financing untidiévelops cash flow from its
oil and gas operations.

As at August 31, 2008, the Company had working teapif $1,665,603 compared to working capital o0B4®815 as at
November 30, 2007. As at August 31, 2008, the Gomwphad cash of $2,038,218 compared to cash of 8838&s at
November 30, 2007.

Net cash used in operating activities for the mmenth period ended August 31, 2008 was $261,53072258,859)
consisting primarily of the operating loss, and ¢thange in non-cash items.

Net cash provided by investing activities for theenmonth period ended August 31, 2008 was $928(Z0Q7 — $273,496)
consisting of the petroleum and natural gas expereli and the proceeds from sale of leased land.

Net cash provided by financing activities for theenmonth period ended August 31, 2008 was $492(2067 — $59,925)
consisting of the issuance of common shares fdr.cas

SUMMARY OF QUARTERLY RESULTS

August 31, May 31, February 29, November 30,
2008 2008 2008 2007

Total assets $ 2,414,937 $ 2,271,520 $ 20699 $ 1,544,228
Petroleum and natural gas interests - - 263,4 521,992
Working capital 1,665,603 1,950,021 2,176,613 888,
Shareholders’ equity 1,897,356 1,955,352 2,435,968 1,333,296
Revenue 41,655 54,348 - -
Other income 21,262 (2,139) 64,567 11,320
Operating expenses 173,400 155,055 162,229 119,946
Gain on sale on leased land 87,944 (68,944) 771,000 -
Income tax recovery (provision) - (30,746) (10mm) 93,531
Net income (loss) (157,458) (336,166) 573,338 a5)0
Basic and diluted income (loss) per share (0.01) .04(0 0.04 (0.02)

August 31, May 31, February 28,  November 30,

2007 2007 2007 2006

Total assets $ 1,565,580 $ 1,673,334 1,734,009 $ 1,990,860
Petroleum and natural gas interests 636,405 722,962 888,037 1,068,737
Working capital 756,762 870,941 567,259 636,292
Shareholders’ equity 1,409,337 1,397,330 1,458,834 1,506,447
Revenue - - - -
Other income 20,315 926 9,743 (10,107)
Operating expenses 83,780 116,356 71,221 31,524
Gain on sale on leased land - - - -
Income tax recovery - - - (62,460)
Net income (loss) (63,465) (115,430) (61,478) 20,82
Basic and diluted income (loss) per share (0.01) .01(0 (0.01) (0.01)
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RELATED PARTY TRANSACTIONS

The fair value of the amounts due to or from relgtarties is not determinable as they have no fizetis of repayment, do
not bear interest and are unsecured.

During the nine month period ended August 31, 28@8 Company paid or accrued:

i)  $900 (2007 - $900) in rent to a company owned diyector.

i) $108,000 (2007 - $76,500) in management fees trgpany owned by a director and officer of the Comypa

iif) $6,000 (2007 - $NIL) in directors fees, recordednamnagement fees, to directors and officers oCibmpany.

iv) $28,100 (2007 - $22,500) in administrative feea twmpany owned by a director of the Company.

v) $57,700 (2007 - $28,500) in professional feesfiorain which a director and an officer of the Coamy is partner.
vi) $28,438 (2007 - $23,720) in professional feesfiorain which an officer of the Company is a partne

Included in accounts payable is $13,000 (Novemier2807 - $NIL) due to a firm in which an officef the Company is a
partner and $4,000 (November 30, 2007 - $Nil) duditectors and officers.

These transactions were in the normal course afatipes and were measured at the exchange amohict) ¥8 the amount
of consideration established and agreed to byataded parties.

NEW ACCOUNTING POLICIES
Accounting Changes

Effective December 1, 2007, the Company implemertked new CICA Handbook Section 1506 “accountingngies”.

Under these new recommendations, voluntary chamgescounting policy are permitted only when theguit in the
financial statements providing reliable and mofdevant information. This section requires chanigesccounting policy to
be applied retrospectively unless doing so is imcable, requires prior period errors to be cdgdaetrospectively and
requires enhanced disclosures about the effectshafige in accounting policies, estimates and esrorthe financial
statements.

These recommendations also require the disclosunewe primary sources of generally accepted ac¢ogrgrinciples that
have been issued that the company has not adoptedise there are not yet in effect.

The adoption of this new section is not expecteliatoe an impact on the Company’s financial statésnen
Capital disclosures

Effective December 1, 2007, the Company implemetiednew CICA Handbook Section 1535 “Capital disales” The
section specifies the disclosure of (i) an entitbgectives, policies, and processes for managapgtal; (ii) quantitative data
about what the entity regards as capital; (iii) thiee the entity has complied with an capital reguients; and (iv) if it has
not complied, the consequences of such non-congdiather then the additional disclosures in noteti& adoption of this
new Section did not have an impact on the Compdimasicial statements.

Financial instruments

Effective December 1, 2007, the Company implemetiednew CICA Handbook Section 38@nancial Instruments —
Disclosureswhich requires entities to provide disclosureshairt financial statements that enable users touatal(a) the
significance of financial instruments for the eyiitfinancial position and performance; and (b)nhture and extent of risks
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arising from financial instruments to which theignis exposed during the period and at the balahe=t date, and how the
entity manages those risks. The principles inghigion complement the principles for recognizingasuring and presenting
financial assets and financial liabilities in Senti3855,Financial Instruments — Recognition and Measurem8ettion
3863,Financial Instruments — Presentaticamd Section 3863;ledges. Other then the additional disclosures in Notetté,
adoption of this new Section relates to disclosaresdid not have an impact on the Company’s fiizustatements.

Effective December 1, 2007, the Company implemetibednew CICA Handbook Section 38@dnancial Instruments —
Presentationwhich is to enhance financial statement users' ngtaeding of the significance of financial instrurtgeto an
entity's financial position, performance and cakiw$. This section establishes standards for ptasen of financial
instruments and non-financial derivatives. It degith the classification of financial instrumentsgm the perspective of the
issuer, between liabilities and equity, the clasaifon of related interest, dividends, losses gaiths, and the circumstances
in which financial assets and financial liabilitize offset. This new Section relates to disclesand did not have an impact
on the Company’s financial results.

Recent accounting pronouncements

Assessing going concern

The AcSB amended CICA Handbook Section 1400, tdudwec requirements for management to assess anbtbslisan
entity’s ability to continue as a going concernhisTsection applies to interim and annual finanstatements relating to
fiscal years beginning on or after January 1, 200Bis new Section relates to disclosures andneilhave an impact on the
Company'’s financial results.

Goodwill and intangible assets

The AcSB issued CICA Handbook Section 3064 whighlames Section 3062, Goodwill and Other Intangisets, and

Section 3450, Research and Development Costs. nEuissection establishes standards for the redogniineasurement,
presentation and disclosure of goodwill subseqteeiits initial recognition and of intangible assetStandards concerning
goodwill remain unchanged from the standards ireduth the previous Section 3062. The section epph interim and

annual financial statements relating to fiscal gdagginning on or after October 1, 2008. AdoptibrSection 3064 is not
expected to have a significant impact on the Coryigdimancial results.

International financial reporting standards (“IFR$”

In 2006, the Canadian Accounting Standards Boatd$B”) published a new strategic plan that willrsfgcantly affect

financial reporting requirements for Canadian conig® The AcSB strategic plan outlines the conmecg of Canadian
GAAP with IFRS over an expected five year transiioperiod. In February 2008, the AcSB announted 2011 is the
changeover date for publicly-listed companies te IERS, replacing Canada’s own GAAP. The dateoisiriterim and

annual financial statements relating to fiscal gdagginning on or after January 1, 2011. The itiansdate of January 1,
2011 will require the restatement for comparativeppses of amounts reported by the Company forydar ended
December 31, 2010. While the Company has beguessisg the adoption of IFRS for 2011, the finanmglorting impact
of the transition to IFRS cannot be reasonablyregtid at this time.

FINANCIAL INSTRUMENTS AND RISK

The Company’s financial instruments consist of castestment, receivables, due to (from) relatedigs accounts payable
and accrued liabilities. The fair value of theg®afcial instruments approximates their carryintues, unless otherwise
noted.

The Company'’s risk exposures and the impact oilCtrapany’s financial instruments are summarizedwelo
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Credit risk

Credit risk is the risk of loss associated with meuparty’s inability to fulfill its payment oblig®mns. The Company’'s
believes it has no significant credit risk.

Liquidity risk

The Company’s approach to managing liquidity riskd ensure that it will have sufficient liquidity meet liabilities when
due. As at August 31, 2008, the Company had alsalsimce of $2,038,218 (November 30, 2007 - $879,a¥Settle current
liabilities of $494,581 (November 30, 2007 - $1329 All of the Company'’s financial liabilities hawontractual maturities
of 30 days or due on demand and are subject toaldrade terms.

Market risk

Market risk is the risk of loss that may arise frohanges in market factors such as interest rfmiessgn exchange rates, and
commodity and equity prices.

(&) Interest rate risk

The Company has cash balances and no interestipeiabt. The Company is satisfied with the creatings of its banks. As
of August 31, 2008, the Company did not have amgstments that were subject to interest rate risk.

(b) Foreign currency risk

The Company is exposed to foreign currency risllactuations related to cash and accounts payaideaacrued liabilities
that are denominated in US Dollars (US).

(c) Price risk

The Company is exposed to price risk with respectdmmodity and equity prices. Equity price riskdisfined as the
potential adverse impact on the Company’s earnihgsto movements in individual equity prices orrah movements in
the level of the stock market. Commaodity price iisklefined as the potential adverse impact oniegsrand economic value
due to commodity price movements and volatilitithe Company closely monitors commodity prices df midividual
equity movements, and the stock market to deterthi@eppropriate course of action to be taken byGbmpany.

OUTSTANDING SHARE DATA
As at October 27, 2008:

a) Authorized: unlimited common shares without yeue
unlimited preferred shares

b) Issued and outstanding: 14,940,750 common share

C) Outstanding incentive stock options:

Number Exercise
of Options Price Expiry Date
Stock Options 500,000 $ 0.15 October 25, 2010
300,000 $ 0.20 December 19, 2010
100,000 $ 0.23 May 15, 2009
5,000 $ 0.27 June 19, 2012
500,000 $0.34 December 18, 2012
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d)

e)

The Company increased the number of Common Shassrved for issuance under the Plan by an amount of
1,093,900 Common Shares to a total of 2,988,150r@mmShares. This increase in the number of ComniameS
available for issuance under the Plan represerfis @0the current issued and outstanding Commone&Shatf the

Company, and has also increased the number of Can8hares available for future option grants to 3,580
Common Shares.

Outstanding warrants:

Number Exercise
of warrants Price Expiry Date
1,000,000 $ 0.35 December 13, 2009

Shares in escrow or pooling agreements: Nil.
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