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The following discussion is a review of the actast results of operations and financial conditadn
South American Gold and Copper Company Limited asdonsolidated subsidiaries (SAGC or the
Company) for quarters ended March 31, 2008 and M&d; 2007, together with certain trends and
factors that are expected to impact on future dmer® and financial results. This information is
presented as of April 30, 2008. The discussion Ilshda¢ read in conjunction with the audited
consolidated financial statements of the Comparnty the notes to those statements. The Company’s
consolidated financial statements and financiah datve been prepared in accordance with Canadian
generally accepted accounting principles (“GAAPIM. addition, this discussion contains certain
forward-looking statements regarding the Compaibyisinesses and operations. These statements are
based on assumptions and judgments of managengamtireg future events and results. Actual results
may differ materially from these statements as slteof a number of factors, many of which are
beyond the control of SAGC. For more detail on ¢hiectors, refer to the section titled “Risks” imst
document.

All dollar amounts are expressed in United Stat#gkuib, except as otherwise indicated.

Additional information relating to the Company, lmting the Company’s most recent Annual
Information Form, is available on SEDAR at www.sedar.com

Forward-looking statements

Certain statements contained herein are forwarkingp and are based on the opinions and estimétes o
management, or on opinions and estimates providddaaecepted by management. These opinions and
estimates include those that relate to geologindl raining factors, commodity prices and marketing
parameters used by management.

Forward-looking statements are subject to a vardtyisks and uncertainties and other factors that
could cause actual events or results to differsipbg significantly. When used in this document th
words such as “could”, “plan”, “estimate”, “expectintend”, “intent”, “may”, “potential”, “should”,

and similar expressions are forward-looking statgseAlthough SAGC believes that its expectations
reflected in these forward-looking statements agasonable, such statements involve risks and
uncertainties and no assurance can be given thadlaesults will be consistent with these forward
looking statements. The Company undertakes no aiwig to update forward-looking statements if
circumstances or management’s estimates or opirsbasgld change. Readers are therefore cautioned

not to place undue reliance on any forward-looldgtegements.

Outstanding share information

As of April 30, 2008, the Company has issued oresslof common shares and has a total of
687,858,752 common shares outstanding. The Compasy283,735,512 common share purchase
warrants outstanding, each of which is exerciséil®@ne common share at exercise prices of CA$0.045
to CA$0.25 through December 15, 2010. Share optmutstanding and exercisable as of April 30,
2008, total 110,000,000 and are exercisable aepraf CA$0.045 to CA$0.09 per common share



expiring at various dates through April 2, 2013. [@ay 6, 2007, June 28, 2007 and January 9, 2088, th
board of directors approved the issuance of a tdtab,000,000 share options to directors, onelafw

is also the President (10,000,000 options) of tben@any exercisable at CA.$0.045 per common share
subject to shareholders approving amendments t&€tmpany’s Share Option Plan. The Board also
awarded during the quarter ended March 31, 200&et@n employees who are not officers of the
Company, a total of 1,950,000 Common Stock Optlmnsng a five year life with immediate vesting at
a price of Cdn $0.045 per share. The amendmertteet€ompany’s Share Option Plan were approved
by shareholders on March 6, 2008. The principaltlbm Company’s convertible secured debt is
convertible into 28,108,304 common shares of then@oy.

Acquisition costs of resource properties, togethéh direct exploration and development expenses
incurred thereon, are deferred and capitalizechénaccounts. Upon reaching commercial production,
these capitalized costs are transferred from eaptor properties to mining properties, plant and
equipment and are amortized into operations ugiegunits of production method based upon proven
and probable mineral reserves and mineral resaukt@sagement regularly reviews the carrying value
of each mineral property using estimated undisadimtash flows from each project. When review
suggests impairment, the carrying value of thegmtojvould be reduced to the extent it exceededrihe
value.

This discussion addresses matters which the Comipaligves are important for an understanding of its
financial condition and results of operations asandl for the six months ended March 31, 2008 and
2007 and for its future prospects.

The Company'’s vision, core business and strategy

The Company is a Canadian corporation, listed enfitronto Stock Exchange (TSX) with mining and
exploration activities primarily in Chile. On July, 2004, the Company commenced commercial
production at its Pimenton gold mine. Operationased in June 2005 owing to unusual weather
conditions. On December 17, 2007, the Company wasessful in raising $3,974,997 and $397,000
through the exercise of warrants in November 2@0réstart operations at its Pimenton gold mineGat 5
tons per day. On January 15, 2008 in a ProgressrRep its Pimenton mine the Company reported that
it expected to restart of operations in May, 2008 Company believes it will be successful in nregti
this goal. The Company plans to utilize the caslw ffrom the 50 tons per day to further develop the
reserve base of the mine and to progressively aser@roduction to 200 tons per day and then to 300
tons per day. The Company is also engaged in tphomtion for and acquisition of gold and other
mineral properties. The Company’s principal expiora activities are being focused on a potential
porphyry copper deposit located within the Pimerdoga on which the Company holds mining claims.
In addition, the Company holds mining claims ondiliw, a gold and copper prospect and Bandurrias, a
copper prospect and La Bellas, a gold prospectigih@n option agreement. The Company also holds
interests in two limestone deposits.

Using its core mineral assets, SAGC believes mads positioned to grow into a profitable mining
company as it re-starts production at its Pimergold mine and develops its Tordillo and Las Bellas
gold prospects and its copper prospect, Banduroase the Pimenton mine has been put into
production.

Pimenton gold mine

The Company holds a 100% interest in Compariia Mifementon. In 2006 the Company had plans to
raise up to $14,000,000 to restart operations ateRion. This plan included repayment of trade



creditors of Compania Minera Pimenton (“CMP”) iretAmount of $688,850; payment to Overseas
Private Investment Corporation (“OPIC”) of past daraounts totaling $999,999 and the balance of the
funds to : (1) convert 250,000 tons of indicatesotgce into proven and probable reserve which was
estimated to take six months (2) repair the pdyt@amaged roof on the plant estimated to take four
months at a cost of $600,000 (3) install new amgelaflotation cells to handle a plant through-ptit
300 tons per day up from the current capacity & @&hs per day (4) purchase new mining equipment
and snow removal equipment (5) working capital migiihe six month mine development period. The
Company was not successful in raising the requiegaital for this plan.

Therefore the Company has scaled back its origilaals and prepared the mine for a 50 ton per day ra
which will be gradually increased to 200 tons pay dnd then to 300 tons per day. The current prove
and probable reserves of 35,000 tons will suppust@peration for nearly two years at the reducee r
of production. Using the cash flow from operatiting Company plans to gradually convert the 250,000
tons of resource into proven and probable reseavekto develop additional proven and probable
reserves and resources.

Initial plans to fund the restart of Pimenton’s @i®ns through the complete exercise of warrants
expiring on November 1, 2007 were not successille Company was successful in raising sufficient
funds, $3,974,997, through a private placement wbiosed on December 17, 2007, and the exercise of
a part of the warrants in November 2007 in the arthofi $397,000 to put the Pimenton mine back into
production.

The Company has raised sufficient funds to resaetations in May 2008 on a reduced basis of 58 ton
per day to be gradually increased to 200 tons pgrahd then to 300 tons per day. The Company
believes that it has adequate funding to put timeRion mine back into operation at which time the
cash flow from Pimenton will adequately support @@mpany’s ongoing operations. As of April 15,
2008, the Company has spent or committed to spppbeimately $1,500,000 on the Pimenton mine.
During December 2007 and January 2008, the Comfmamgd the equipment in the Pimenton plant not
as badly damaged as originally estimated. The dathpart of the plant roof has been totally reghire
with a new roof at below the original budget of 84D0. At this time the Company believes it will
come within its original budget of $3,200,000 td fhe mine into operation by May 2008.

Potential porphyry copper

In March 2007, the Company entered into a new LQOth W@mpresa Minera de Mantos Blancos S.A.
(Mantos) a wholly owned subsidiary of Anglo Amenc®LC whereby Mantos agreed to fund and
complete a 2000 meter diamond drill program ongbtential porphyry copper deposit located within
the Pimenton area. Late in the 2007 Chilean exptoraseason Mantos drilled one hole to
approximately 1000 meters in length. This hole wabBed off structure and encountered very weak
mineralization. In January 2008, Mantos commenadting on a second hole to 1035 meters which
was completed in February, 2008 and drill hole ltsswere announced by the Company on April 8,
2008.

Tordillo

Tordillo is located 11.5 kilometers south-southwafsPimenton in which the Company owns a 100%
interest and covers an area of 7,000 hectaress il the early exploration stage and to date the
Company has identified several gold vein structgmslar to those at Pimenton and an area of patient

porphyry copper mineralization. The preliminarytadauggests Tordillo contains the upper part of a
deep-seated copper/gold and possibly copper matybdeporphyry system associated with narrow high



grade and copper veins which maybe widespreadeprdsent a separate exploration target. Tordillo i
located in an area of intense exploration activity.



Bandurrias

The Company did not renew its option agreement andBrrias on claims covering approximately
1,982 hectares (4,897 acres) in the Fifth Regio@hoke but has acquired approximately 17,800 hestar
(43,979 acres) in which the Company owns a 100&sest surrounding the Bandurrias Prospect area.

The claims surround approximately 1,982 hectaredaims from which a small miner has produced,
with minimum hand sorting, mineralization gradiag average of 2.09 per cent copper. The grade is
based on average mill returns reviewed by the Campdhis mineralization has come from within the
small miners claims. Infrastructure is good widisyeterrain at altitudes below 2200 meters.

Las Bellas

The Company has signed an option agreement toaebd0% interest on claims covering approximately
4,000 hectares (9,840 acres) of claims located iltBn&ters southwest of Santiago, Chile, and 12
kilometers southwest of the Florida gold mine whiglproducing at the rate of approximately 70,000
ounces of gold per year and is owned by Yamana (&ttving its takeover of Meridian Gold.

A small field crew is prospecting the 4000 hecta@840 acres) of claims held by SAGC for gold
veins. In addition, geochemical soil sampling viaé carried out on the 3500 meters of known vein
outcrops. Subsequent drilling will be based on geadcal results and after the Company’s Pimenton
mine has been put back into operation which, agqusly announced, is expected to be in May 2008.

Under the terms of the Option Agreement, the Compeas paid US $10,000; US $20,000 is due in six
months; US $70,000 at the end of the first year; $480,000 at the end of the second year; US
$1,000,000 at the end of the third year and USGRL(®DO at the end of the fourth year. The Company
will pay a 3% Net Smelter Royalty from productidreteafter. The Company also has a minimum
investment obligation of US $50,000 in year one; $£50,000 in year two and US $700,000 in year
three.

Limestone deposits

The Company holds a 50.10% interest in the Cat#irad Project and a 60% interest in the Cal Norte
Project.

Lime is used by the Chilean mining industry in mesing sulfide copper ores and in heap leaching of
gold ores.

The Chilean lime market was adversely affectedHgydevaluation of the Argentinean peso in 2003
resulting in a flow of cheap lime from Argentinaarthe Chilean lime market for the last four years.
This situation and financial constraints on the @any have limited the ability of the Company to
capitalize on its lime position. With the recovefythe Argentinean economy in the past two yelaes t
domestic demand for lime is improving thereby allogvfor increased pricing by the Argentinean lime
producers. Trucking costs of Argentinean lime intpdrinto Chile have also increased the costs of
Argentinean lime to the Chilean mining industry @his a large consumer of lime.

As part of a feasibility study, a marketing studdicated that the consumption of metallurgical grad
lime is expected to increase substantially in tlemt@l Regions of Chile, and without new lime kiln
capacity they will have to rely on imports. Thedstwalso indicated the apparent lack of well located
high grade limestone deposits in the Central Reggidianagement believes it is well positioned t@ta



advantage of these opportunities and develop a fmsproduction of its Catedral and Cal Norte
limestone deposits. The Company believes that thke Norte lime project will shortly be able to
compete against Argentinean lime imports and vafitcwue to seek long term lime contracts which are
required to finance the Cal Norte project.

While the changing economic situation, as notedr@pwill enable the Company to continue its efforts
to become a supplier to the Chilean copper indu#trgiso strengthens the Company’s position as it
reviews alternative strategies for the sale, joenture or spin-off of the Catedral, Rino and Calts
limestone properties.

Potential porphyry copper

In January 2008, Mantos commenced drilling on amsédole to 1035 meters. This drill hole was
completed in February, 2008 and the drill hole iteswere announced by the Company on April 8,
2008. Mantos has the right to earn a 60% intereshe Porphyry Copper deposit if it completes
approximately 50,000 meters of drilling and comgded bankable facility on the property.

Tordillo

The presence of strong extensive explosive bregsiasminiscent of the porphyry copper systems at
large existing copper mines in Chile. Subsequa&ptogation should bring into perspective the vein
potential and establish if the porphyry systemasgé enough to host possible economic copper
mineralization. The Company is deferring explonataztivities while it is bringing Pimenton on line.

Bandurrias

The Company will conduct a diamond drill prograndé&germine ore continuity from an adjacent copper
producing property. The Company is deferring exgtion activities while it is bringing Pimenton on
line.

La Bellas

The Company has initiated a geochemical soil samgpprogram on La Bellas estimated to cost
approximately $20,000.

Limestone deposits

The Chilean lime market was adversely affectedHgy devaluation of the Argentinean peso in 2003
resulting in a flow of cheap lime from Argentinaadrnthe Chilean lime market for the last four years.
With the recovery of the Argentinean economy in plast two years the domestic demand for lime is
improving thereby allowing for increased pricing tne Argentinean lime producers. Trucking costs of
Argentinean lime imported into Chile have also @aged the costs of Argentinean lime to the Chilean
mining industry which is a large consumer of lime.

The Company’s limestone deposits at Catedral ahdN@de contain high grade limestone which, when
calcined, can produce lime that the Company’s mamagt believes will qualify for use by the Chilean

mining industry. The Company believes that the laite lime project will shortly be able to compete

against Argentinean lime imports and will contirtaeseek long term lime contracts which are required
to finance the Cal Norte project.



Financial constraints have limited the Companyitglio develop its lime prospects. The Company is
currently reviewing alternative strategies for fade, joint venture or spin-off of the Catedraln&and
Cal Norte limestone properties.

Future Accounting Changes

In July 2006, the Accounting Standards Board issaegkplacement of The Canadian Institute of
Chartered Accountants’ ("CICA") Handbook Sectior®@,5Accounting Changes. The new standard
allows for voluntary changes in accounting poliaylyowhen they result in the financial statements
providing reliable and more relevant informatioaguires changes in accounting policy to be applied
retrospectively unless doing so is impracticablequires prior period errors to be corrected
retrospectively and calls for enhanced disclosalesut the effects of changes in accounting policies
estimates and errors on the financial statemems.ipact that the adoption of Section 1506 wilteha
on the Company's results of operations and finhreoadition will depend on the nature of future
accounting changes.

In December 2006, Section 3862, Financial InstrumeiDisclosures; Section 3863, Financial
Instruments - Presentation; and Section 1535, @ldpisclosures were issued. All three Sections bell
applicable for interim and annual financial stataetserelating to fiscal years beginning on or after
October 1, 2007. The Company is evaluating theachpf adopting the above accounting standards.
Section 3862 on financial instrument disclosurdacgs an increased emphasis on disclosures about
risks associated with both recognized and unrezegnfinancial instruments and how these risks are
managed and is consistent with Section 3861. The Section removes duplicative disclosures and
simplifies the disclosures relating to concentratiof risk, credit risk, liquidity risk and pricesk
currently found in Section 3861. Section 3863 anpghesentation of financial instruments is unchdnge
from the presentation requirements included in i8ecB861. Section 1535 on capital disclosures
requires the disclosure of information about artgatobjectives, policies and processes for mamggi
capital.

In June 2007, a replacement section for inventp8estion 3031 “Inventories” was issued and pravide
guidance on the determination of cost and its syuEs@t recognition as an expense, including anyewrit
down to net realizable value. It also provides guowk on the cost formulas that are used to aseijs ¢
to inventories and eliminates the use of the ‘“lasfirst-out” method of accounting and is effeetifor
the fiscal years beginning on or after January00D82

Results of operations for the three months ended Meh 31, 2008 compared to the three months
ended March 31, 2007.

The Company incurred losses of $1,316,000 and 81008 for the three months ended March 31, 2008
and 2007.

There were no revenues in the three months endechM8d, 2008 and 2007.

Write off of exploration properties totaled $1,00@) in the three months ended March 31, 2008
compared to nil in the three months ended March280;7. $723,957 of the total is broken down as
follows : Bandurrias $239,583; Chachas Peru $99,B6dccia $349,402 and various others for $35,911.
The Company has taken the decision to expensejlsration cost until it deems the project to have
definitive resource potential as defined by Natidnatrument 43-101. The write down of $349,402 on
the Breccia at Pimenton was work performed by tben@any outside of the area of interest of drilling



performed by Rio Tinto and Anglo American Norte SPhe balance represents recoverable taxes
which had been capitalized.

Amortization expense was $153,000 for the threethsanded March 31, 2008 compared to $179,000
in 2007. The $26,000 decrease was due to certaimgnequipment becoming fully amortized.

Temporary mine shut down costs was a negative 83ij9Qhe three months ended March 31, 2008
compared to $47,000 in the same period of 2007 fdduction was due to the mine start up activities
which were recommenced during the quarter.

General and Administrative costs in the three meetided March 31, 2008 were $251,000 compared to
$441,000 in the same period of 2007. This $190,@@fuction was mainly due to a reduction in
professional fees, of which $118,000 related tmanfcial advisory fee paid during the six monthdezh
March 31, 2007.

Warrant revaluation expenses represent the fairevad the extended warrants in excess of the &durer

of the warrants being extended at the extensiossdaid is charged to expense. In the six monthsdend

March 31, 2008, 16,635,628 warrants expiring orudan31, 2008, were extended to March 31, 2008
and then they expired. 20,000,000 warrants expoim@ctober 21, 2006 were extended two times; first
to October 22, 2007 and then to April 22, 2008 wtiey expired. These warrant revaluations resulted
in an expense of $5,010. The fair value of the args were assigned using the Black-Scholes vatuatio
model assuming risk free interest rates of 1.75%24%, no dividend and a volatility factor of 50%.

Stock based Compensation was $177,000 during thee tmonth period ended March 31, 2008
compared to nil in the same period of 2007. Thigdase was caused by 25,000,000 Common Stock
Options which were issued to the President of tlen@any (10,000,000 options) and three new
Directors and two Serving Directors who are nofceffs of the Company (15,000,000 options). In
addition, 1,950,000 options were granted to sevapl@yees who are not officers of the Company.

Foreign exchange gain was $482,000 in the firgtethmonths ended March 31, 2008 compared to a loss
of $8,000 in the same period of 2007. Recoverabted are denominated in Chilean pesos. During the
three months ended March 31, 2008 the declineanvéiue of the US dollar versus the Chilean peso

resulted in a gain of $387,858 related to the rerable taxes. Other exchange gains amounted to
approximately $94,142.

Results of operations for the six months ended Malc31, 2008, compared to the six months ended
March 31, 2007.

The Company incurred losses of $1,707,000 and 3006 for the six months ended March 31, 2008
and 2007.

There were no revenues in the six months endedhviikc2008 and 2007.

Amortization expense decreased by $56,000. Irsthenonths ended March 31, 2007, the Company
recorded amortization expenses of $357,000 toatefteof damage at the Pimenton plant. Also, certai
mining equipment becoming fully amortized leadiogldwer amortization expense in the six months
ended March 31, 2008.

Temporary closure expenses decreased by $1,0001t600 in the six months ended March 31, 2008
from $52,000 in 2007.



General and administrative costs decreased by @8ddr the six months ended March 31, 2008 as
compared to the same period in 2007. CEO compensetas $64,000 in 2008 compared to nil in
2007. In addition to this, other costs changefbbews: professional and consultants fees wereiced

by $133,000 due mainly to a $118,000 financial soi fee paid in the six months ended March 31,
2007, bank charges increased by $3,000, rent egpecseased by $1,000 and miscellaneous other
expenses, including overhead, decreased by $15,000.

The foreign exchange gain was $827,000 for thersirths ended March 31, 2008. Recoverable taxes
are denominated in Chilean pesos. During the gxths the decline in the value of the US dollar
verses the Chilean peso resulted in a gain of $01related to these recoverable taxes. Partitipan
the December 17, 2007 private placement lockedlisadollar to Canadian dollar exchange rate with
the Company prior to the actual private placemé&fthen the shares were issued it resulted in agorei
exchange gain of $233,000. Other exchange gaiosi@ied to $53,000.

Warrant revaluation expenses represent the fairevad the extended warrants in excess of the &durer

of the warrants being extended at the extensiossdaid is charged to expense. In the six monthsdend
March 31, 2008, 16,635,628 warrants expiring orudan31, 2008, were extended to March 31, 2008
and then they expired. 20,000,000 warrants exgpion October 21, 2006, were extended two times;
first to October 22, 2007 and then to April 22, 08hen they expired. These warrant revaluations
resulted in an expense of $16,000. The fair vafube warrants were assigned using the Black-®shol
valuation model assuming risk free interest rafek. 16% to 4.21%, no dividend and a volatility fact

of 50%.

Exploration and Mining properties were written-dffring the quarter totaling $1,016,000. $723,957 of
this total is broken down as follows: Bandurria8$583; Chachas Peru $99,061; Breccia $349,402 and
various others for $35,911. The Company has tafkerdécision to expense its exploration costs itntil
deems the project to have definitive resource piateas defined by National Instrument 43-101. The
write down of $349,402 on the Breccia at Piment@s work performed by the Company outside the
area of interest of the drilling performed by Rimfd and Anglo American Norte S.A. The balance
represents recoverable taxes that had been capdali

Liquidity and capital resources

The acquisition, exploration, financing, and depehent of natural resources require the expenddtire
significant funds before production commences. dflislly, the Company has financed these activities
through the issuance of common shares, the exestigptions and common share purchase warrants,
promissory notes and debentures, bank debt anddedderms from creditors.

During 2006, the Company finalized a plan to reéstperations at its Pimenton gold mine which would

have required the Company to raise $14,000,000s flan included a four month mine development

program to convert 253,000 tonnes of resourcesprmwen and probable mineral reserves. The mine
would commence production at 150 ton per day moumdo 300 ton per day in five months. The plan

included upgrading mining and snow removal equipnasnwell as making improvements to the plant.

The Company was not successful in raising the redqudunds.

The Company has scaled back its original plansvaliehow prepare the mine for a starting rate 5@sto
per day to be gradually increased to 200 tons pgrashd then to 300 tons per day. The current proven
and probable reserves of 35,000 tons will suppustdperation for nearly two years at the reduced r
of production. Using the cash flow from operatitilms Company plans to gradually convert the 250,000



of resource into proven and probable reserves. Gdrmapany will use its existing equipment, which is
adequate to mine 50 tons per day.

During December 2007, the Company raised sufficfends, $3,974,997 and in November 2007
$397,000 through the partial exercise of warramtsestart the Pimenton mine at 50 tons per day and
meet its current working capital needs up until B@enton mine is put into production, at whichdim
the Company expects the Pimenton mine to genetdfeient funding to support the Company’s
ongoing cash needs.

At March 31, 2008, cash was $1,957,000 and $22/900rrent restricted cash.

In the quarter ended December 31, 2007, the Compaisgd US $3,974,997 through the private
placement of 92,375,000 Units at $0.04308 per aimit US $397,000 through the exercise of 9,936,090
warrants at $0.04. These funds were used to payesttto OPIC ($181,323), fund operating losses
($381,000), exploration activities ($50,000) and Halance is being used to fund restart operatibns
the Company’s Pimenton gold mine which are estichedecost $3,200,000.

On April 16, 2007, the shareholders authorized@oenpany to apply for a certificate of continuance
under the Canada Business Corporations Act (theC&EB continuing the Company as if it had been
incorporated under the CBCA. The continuance wasdiexp for and completed. As a result of the
continuance the Company's authorized capital ctsneisan unlimited number of common shares with
no par value.

The Corporation has not declared or paid any diddeand does not foresee the declaration or payment
of dividends in the near future. Any decision &ymlividends on its shares will be made by the doér
directors on the basis of the Corporation’s eamifigancial requirements and other conditionstexds

at such future time.

To preserve its cash position the Company plametaentrate its efforts on Pimenton and substéyntial
defer expenditures on other projects until Pimentomes on line. The Company believes it has
adequate cash to put the Pimenton mine back imtugtion in May 2008 at which time Pimenton will
provide sufficient cash flow to support the Comparmmngoing operations.

On March 13, 2007, the Company entered into a Lefté&nderstanding (“LOU”) with a subsidiary of
Anglo American (“Anglo”) which gives Anglo the opti to enter into a joint venture agreement for the
exploration and development of the porphry coppstesn at Pimenton and will serve as a basis for
such a joint venture agreement. The LOU states “thathis LOU, Hernandez and Thomson (The
Executive Vice President- Director, Claims and Land@nagement and the Executive Vice President-
Director of Exploration, both directors of the Caang) are collectively referred to as the Owners.
Under the terms of this ownership royalty, the omsrae entitled to receive a sliding scale of 5%%o

Net Smelter Return Royalty on any future producticmom the Property. SAGC has renegotiated in
good faith the Net Smelter Return Royalty paidite bwners who have agreed to be compensated by
SAGC for a reduction from a sliding scale of 5%68 Net Smelter Return Royalty, down to a 3% Net
Smelter Return Royalty.” The Owners are directorg afficers of the Company. The Company will
engage a qualified independent third party to deitez the fair value of the royalty reduction and th
two officers and directors have agreed to accept 40 the fair value to be paid by the Company to
reduce the net smelter royalty to 3% and if reguitereceive their compensation in common shares of
the Company at the then existing market value.



Related party transactions

A company owned by chief executive officer, whalso a director, billed the Company $39,590 in the
period ended March 31, 2008 for the provision ditefspace and services by the Company.

The note receivable of $286,233 as at March 317 20@ March 31, 2008 is from the chief executive

officer who is also a director of the Company.dta non-interest-bearing note due on or before an
extended due date of June 30, 2009, collaterabye6532,000 common shares of the Company owned
by this officer and director. As at March 31, 20@0®n-interest-bearing advances to this officer and
director amounted to $47,694 (March 31, 2007 - ®23) and are included in long-term receivables.

The Chief Financial Officer of the Company retired February 6, 2008 at which time he was owed
$207,260 plus out of pocket expenses of $125.52. Cbmpany entered into a retirement agreement
with the former Chief Financial Officer under whible received 2,000,000 Bonus Shares and was paid
$17,648 for the difference between the net saliee @f the 2,000,000 Bonus Shares and $100,000. In
addition he has been paid $5,000 per month begirféruary, 2008 and will continue to be paid at th
rate of $5,000 per month until Pimenton is placei® icommercial production at with time he will
receive $7,500 per month until the balance of $&7,B paid in full. Mr. O’'Donnell continues to
provide consulting services to the Company for Wwhie was paid $4,504 to April 30, 2008.

A company controlled by the Interim Chief Finandtficer billed the Company $8,555 for accounting
services rendered in the period ended March 318.28Mounts due to related parties inclyagables to
this officer of $1,912 for such services at Mardh 3008

During the quarter ended March 31, 2008 seven graplbwho are not officers of the Company were
awarded a total of 1,950,000 Common Stock Opti@wsny a five year life with immediate vesting at a
price of Cdn $0.045 per share. In addition three marectors of the Company were each granted
3,000,000 Stock Options and two serving Directors vare not officers of the Company were each
granted 3,000,000 Common Stock Options. The Pnesidethe Company was granted 10,000,000
Common Stock Options and 1,000,000 Bonus ShatesBonus Shares were issued on April 29, 2008
pursuant to an employment agreement and any ex@assgned to this, if any, will be expensed as
compensation in the quarter ended June 30, 200&itiéwially, 2,000,000 Bonus Shares were awarded
to the former Chief Financial Officer pursuant toetirement agreement as discussed above. All these
Common Stock Options, except the 1,950,000 optgrasted to the 7 employees, vest over four years
at an exercise price of Cdn $0.045. The Bonus Shaeye issued at a price of Cdn $0.045. The
Company has expensed the fair value of the Commmek ®ptions during the six months ended March
31, 2008 as Compensation expense of $177,000. dihedlue of the Common Stock Options were
assigned using the Black-Scholes model, assumnk dree interest rate of 3.6%, no dividend, and a
volatility factor of 50%.

During fiscal 2007, the executive-vice-presidenedior, claims and land management, who is also a
director of the Company, purchased from a non-dlgiarty its interest in the Pimenton notes and

royalty. The fair value of this note was $760,00®arch 31, 2008 and interest expense was $60r901 i

2008. Amounts due to related parties include $19®fér interest and $91,802 for royalties as March

31, 2008.

On June 20, 2007, the Company sold through a grplaicement 26,431,515 units at CA$0.05 per unit,
consisting of one common share and one common plhiacbase warrant to purchase a further common
share at CA$0.07 per share at any time within 3@thw of the date of issue. Net proceeds of the
placement were $1,174,978. The subscriber, theuéxeevice-president-director, claims and land

management, who is also a director of the Compaukscribed and paid for 31,360,000 units. On



January 15, 2008 the remaining 4,928,485 units vesteed on the same terms as above. Net proceeds
of the placement were $220,022, of which $74,426 assigned to the warrants. The fair value of the
warrants was assigned using the Black-Scholes twatuanodel assuming a risk-free interest rate of
2.80%, no dividend and a volatility factor of 50%.

Amounts due to related parties include $169,644dt&darch 31, 2008 for interest due to executiveevic
president-director of exploration who is also adior of the Company who holds one of the Pimenton
notes in the fair value amounts of $754,000 at Me8t, 2008. In addition, amounts due to related
parties include $91,802 at March 31, 2008, for g due to this officer and director who is thener

of a Net Smelter Royalty on the Pimenton gold mine.

The Executive Vice President and Director of Exalimn and the Executive Vice President of
Administration, both of whom are Directors of therpany in April, 2008 have agreed to enter into an
agreement to lease/purchase to the Company’s whualhed subsidiary, Compania Minera Pimenton,
two new Komatsu front end loaders on terms noteruly available to the Company. The purchase
price of the two Komatsu front end loaders total $810,038 inclusive of VAT tax at 19%, or US
$220,019 each. The Company has made a 25% paygensathe purchase price of the equipment and
the balance was funded by these two Officers aneciirs under the 37 months lease/purchase
agreement.

Additionally, the Executive Vice President and Rime of Exploration and a Director of the Company
has guaranteed payment of a 37 months lease/peraelgasement entered into by the Company in April,
2008 with a locale Chilean bank for the purchasa d4k4 Land Rover truck and a 4x4 Mahindra truck
whose total purchase price was $71,624 plus VAIO&t or a total of $85,232.

Two officers and directors of the Company hold tten-controlling interest in Catedral. Under an
agreement dated November 27, 1996, the Compangdgpeprovide or cause to provide these officers
and directors a loan of up to $1,250,000 each ¢50RR000 in total. Such loans are to pay their
proportionate share of development costs if a balekasibility study demonstrates that the propert
can be placed into commercial production, and talftiheir combined 50% share of an option payment
totaling $500,000, which was paid during 1997.

The Executive-Vice-President-Director, Vice Prestd@f Administration and the Executive-Vice
President-Director of Exploration, both Director$ the Company, hold the convertible secured
debentures. Interest expense was $91,613 and #0195 periods ended March 31, 2008 and 2007,
respectively. Amounts due related parties includgaples to these officers of $116,999 and $112,859
as at March 31, 2008 and 2007, respectively, fiarast on this debt.

The Chief Executive Officer, the Executive Vice $ident, Director of Exploration and the Executive
Vice President, Director of Administration who aifso Directors of the Corporation hold a total of
3.2% Net Smelter Royalty interest in Tordillo, 2%. Net Smelter Royalty interest in Bandurrias and a
up to 2.5% Net Smelter Royalty interest in Las &gllIThese Net Smelter Royalty interests were
approved by the Board of Directors and Compensaflommittee of the Company in 2001. These
individuals have not received compensation compartabmining industry standards since 2001.



Mineral Resource and Mineral Reserve Estimates

Unaudited Reserves June 2005

Tonnes Gold g/t Copper %
Proven Mineral Reserves 13,034 14.44 1.26
Probable Mineral Reserves 35,038 14.44 1.27
Total Mineral Reserve 48,072 14.44 1.3

Due to current conditions at the mine, the Juné&2@6erve estimates could not be audited.

Mineral Reserves at March 31, 2008

There have been no changes in the Mineral Resatvi@snenton since the unaudited Reserves at June
2005 as the mine has not yet been placed baclopewation since June 9, 2005, when mine operations
were shut down due to severe weather conditions.

Unaudited Reserves June 2007 Tonnes Gold gpt Copper %
Proven Mineral Reserves 13,034 14.44 1.26
Probable Mineral Reserves 35,038 14.44 1.27
Total Mineral Reserve 48,072 14.44 1.3

Inferred Mineral Resource at December 31, 2005
The inferred mineral resources are reported seggraimd are summarized as follows:

Mineral Resources (additional) Tonnes Gold gpt Copper %

Inferred Class A 28,700 15.31 1.33

Inferred Class B 171,020 19.37 1.61
199,721 18.8 1.6

These Inferred Mineral Resources are distinct ftbenReserve categories reported above. The Class A
Inferred Resources are projections from 20 to 4@emsevertically above or below the established
reserve blocks as defined by channel sampling aostieg level(s). This material was previously
classified as “possible” ore reserves under theipus mining disclosure NP-2A guidelines. This
resource (Inferred Class A) is assigned a fairjhtprobability of being converted to reserves dytime

first months of mine development.

John J. Selters, Professional Engineer, and Qelferson, at that time visited the Pimenton Mine
February 12, 2005 and reviewed the Resource andrResstimation methodology in his final report
dated March 2005. His report concluded that theeton Mineral Reserve and Resources estimates
use the appropriate methods and data for projettimges and grades from sampling of mining stopes,
sublevels and raises.



Mineral Resources at March 31, 2008

The inferred mineral resources are reported seglgramnd are summarized as follows:

Mineral Resources (additional) Tonnes Gold gpt Copper %

Inferred Class A 28,700 18.31 1.33

Inferred Class B 224,438 14.88 1.24
253,138 14.98 1.26

The independently audited Resource Report calcutii# indicated resources using a minimum width
of 55 centimeters. The current mine plan and addiResource have been recalculated using a
minimum width of 80 centimeters. Assuming the atlé® centimeters of minimum additional mining
width run 0.5 gold g/t and 1.0% copper, the diludeitl indicated Resources come to 253,138 tonries o
14.44 gold/g/t and 1.24% of copper. The resounare calculated using a gold price of $425.

These figures are estimates and no assurance cgivdrethat the indicated amounts of quantities of
gold will be produced. Gold price fluctuations asdort term operating factors could affect the
economics of the project.

The Company is preparing the mine for a startirig & tons per day to be gradually increased to 200
tons per day and then to 300 tons per day. Thewolg is a sensitivity analysis at 50 tons per:day

PRODUCTION VARIABLES AND SENSITIVITIES FOR 50 TPD A ND 200
TPD.

VARIABLES

Actual Reserve 43-101 grades. March 2005

Head grade gold 14.44 g/t
Head grade copper 1.26 %
Tons per day year 1 50 Tpd
Tons per day year 2 200 Tpd
Tons per day year 3 300 Tpd
Plant combined recovery 92%

Price per Ounce Gold $ 700

Price per pound Copper $ 3.00
Exchange rate US$ 475 CH$
Loan Interest rate 8.50%

Price per liter Diesel 550 CH$
Price per liter Gasoline 680 CH$

ALL IRR% ARE FOR ENTIRE INVESTMENT
50 TPD USING PRICES OF $700 gold and $3.00 Copper

Grade Sensitivity. Projects from a low of 10g/t tdl8 g/t Au head grade through plant.
Au
gt Cu% Op.Cost/Oz
8 0.6 $602
9 0.8 $507




10 1.0 $435

12 1.2 $389

13 1.3 $318

14 1.4 $265
Cost/Oz is cash cost per ounce at the mine
50 TPD
Recovery Sensibility. Projects from 5% to 10%ess plant Recovery for gold.
% diff. Recovery Op.Cost/Oz IRR%
-10% $ 399 51%
-5% $ 372 65%
2% $ 339 79%

Cost/Oz is cash cost per ounce at the mine

Tonnage Sensitivity. Projects from a low of 35 tpdo a high of 70 tpd.

Tons per day Op.Cost/Oz IRR%
35 517 0%

40 446 9%

45 392 36%
50 347 65%
55 312 84%
60 282 115%
70 234 195%

Note: First year max at 75 tpd

50 TPD
Price of Gold Sensitivity
IRR
Price per Ounce %
400 41%
450 50%
500 70%
550 86%
120
600 %
125
650 %
136
700 %

Note: The current reserve grades are 14.4 g/t Au @l.26% Cu. Below the 3430 level
grades are significantly higher.



Outlook

Results of the Rio Tinto exploration program hadeed significant value to the Pimenton porphyry
copper deposit. Empresa Minera de Mantos Blancds(Slantos) a wholly owned subsidiary of Anglo

American PLC, has completed drilling on a seconé kw1035 meters at Pimenton.

The Company expects to have the Pimenton minegraduction in May, 2008 at a initial rate of 50

tons per day.

The Company’s limestone deposits at Catedral andNGde contain high grade limestone which when
calcined can produce lime that the Company’s mamage believes will qualify for use by the Chilean
mining industry. Improved economic conditions ingAntina have increased the cost Argentine lime
imported by the Chilean mining industry making I€an lime deposits more competitive,

Management believes that the values of the Pimegdtoh mine, the potential porphyry copper deposit,
the Catedral, Rino and Cal Norte limestone depoaitd the Tordillo and Bandurrias prospects are not
currently reflected in the Company’s market captlon and will continue its efforts to demonstrat
the underlying values of the Company’s assets.

Risks factors

The Company is a minerals producing, exploratioth @evelopment company with properties currently
focused in Chile. Its mining activities involve namus inherent risks. The Company is subject to
various financial, operational and political rigket that could significantly affect its profitaibyl and
operating cash flow. The Company minimizes theslesrby careful management and planning. These
risks include changes in local laws affecting theing industry, a decline in the price of gold opper,
uncertainties inherent in estimating mineral resgrand mineral resources and fluctuations in the
Chilean peso against the US dollar. The Compares dwt use financial instruments to mitigate the
risks of changes in the price of gold or curredagtliations.

The Company operates in an international envirotyremd as such, is subject to currency risk. A
significant portion of the Company’s expenditurasdenominated in Chilean pesos and Canadian
dollars. A strengthening of these currencies cauldersely affect the Company’s costs denominated in
US dollars. Recently the US dollar has weakenguifstantly against both of these currencies.

The Company’s business is very dependent on tlee pfigold which is subject to fluctuation by fasto
the Company cannot control. A drop in the pricgalil could adversely affect the Company’s finahcia
condition, results of operations and cash flowsweér gold prices may result in: a) asset impairment
and a writedown of the asset carrying value, bilpction cutbacks and c) cessation of operations.

The Company’s Pimenton mine is highly dependeng@merating its own electrical needs at the mine,
plant and camp sites. Fuel costs have risen sutabaand are expected to go higher. Higher fuasts
will have an adverse impact on profitably of theneni

Mine labor costs in Chile are increasing which doadiversely impact operating profits at the Pimento
mine.

The Company operates primarily in Chile and is eggbto the laws governing the mining industry in
Chile. The Chilean government is currently suggertof the mining industry but changes in
government regulations including taxation, repétia of profits, restrictions on production, export



controls, environmental compliance, expropriatidnpooperty and shifts in political stability of the
country and labor unrest could adversely affeciGhenpany’s exploration efforts and production plans

Gold reserves are reduced by production and therefast be replaced by expanding existing gold
deposits or finding new ones. There can be norasse that the Company’s development and
exploration programs will result in new gold ressv Mineral reserves and resources are estimates
which may differ significantly from actual miningsults.

Due to financial constraints the Company managgsogerations with a limited number of key
personnel. The need to replace any of these uhais could adversely affect the Company’s
operations until a qualified replacement is found.

The Company’s mine is located in an area that gperégence severe winter weather conditions which
could adversely affect mining operations. Such @@k occurred during 2005, resulting in the
shutdown of the mine. In addition, the Compangubject to environmental laws and regulations that
are constantly changing and may require expendittiraet are significantly different from our current
estimates.

Readers should read the risk factors which areribest in more detail in the Company’s Annual
Information Form for the year ended September 80,72 Such factors could materially affect future
operating results of the Company and cause acksalts to differ materially from those described in
forward —looking statements relating to the Company

The Company’s continuance as a going concern ierdEmt upon obtaining adequate funding,
including insurance remediation to recommence djpErs at the Pimenton gold mine, reaching
profitable operations at the mine, pursuing joiehture partners, sale or other disposition of afpart
of its assets, or additional external funding. réhie no assurance that the steps managementng tak
will be successful and, in the event that suchuess are not available, the Company’s assets mwiay n
be realized or its liabilities discharged at thegirrying amounts, and these differences could denmah

DISCLOSURE CONTROLS AND PROCEDURES

Disclosure controls and procedures are designedrdwide reasonable assurance that all relevant
information is gathered and reported to senior maneent, including the Company’s Chief Executive
Officer and Chief Financial Officer, on a timely & so that appropriate decisions can be made
regarding public disclosure. The Company’s systémiisclosure controls and procedures includes, but
is not limited to, the effective functioning of oukudit Committee and procedures in place to
systematically identify matters warranting consadien of disclosure by the Audit Committee. Asla t
end of the period covered by this management’sudgon and analysis, management of the Company,
with the participation of the Chief Executive O#ficand the Chief Financial Officer, evaluated the
effectiveness of the Company’s disclosure contaold procedures as required by applicable Canadian
securities laws. The evaluation included documentareview, enquiries and other procedures
considered by management to be appropriate initbencstances. Based on that evaluation, the Chief
Executive Officer and the Chief Financial Officeave concluded that, as of the end of the period
covered by this management’s discussion and asalffs¢ disclosure controls and procedures were
effective to provide reasonable assurance thatnmdton required to be disclosed in the Company’s
annual filings and interim filings (as such terme defined under Multilateral Instrument 52- 109 —
Certification of Disclosure in Issuers’ Annual ahderim Filings)and other reports filed or submitted
under applicable Canadian securities laws, is damhrprocessed, summarized and reported within time
periods specified by those laws and that matenfdrination is accumulated and communicated to



management of the Company, including the PresidedtChief Executive Officer and Chief Financial
Officer, as appropriate to allow timely decisiorgarding required disclosure.

During the most recent year end there were no a@simgthe Company’s internal control over financial
reporting that materially affected, or are reasbnéikely to materially affect, the Company’s intex
control over financial reporting.

INTERNAL CONTROL OVER FINANCIAL REPORTING

Item 4(c) of Form 52-109FCertification of Annual Filingsequires the Company’s CEO and CFO to
certify that they have designed the Company’s imr@kecontrol over financial reporting, or causedbit

be designed under their supervision, to provideaoeable assurance regarding the reliability ofrfaial
reporting and the preparation of financial stateisidor external purposes in accordance with the
Company’s GAAP. While the Company’s certifying offrs have concluded that they are able to make
those certifications as required by applicable @arasecurities laws, management of the Company
wishes to provide additional disclosure in this agement’'s discussion and analysis regarding the
condition of the design of the Company’s internahtcol over financial reporting in view of certain
weaknesses that were identified by management whanagement, with the participation of the
Company’s CEO and CFO and the Audit Committee,uatat the condition of the Company’s design
of internal control over financial reporting astae end of the period covered by this management’s
discussion and analysis, as contemplated by CSi\ Ibéice 52-316Certification of Design of Internal
Control over Financial ReportingOue to limited financial resources and the curfewvel of operations,
the Company does not employ a financial staff. Teenpany’s accounting and reporting is handled by
an accounting service firm in Chile and by an @ffiof the Company, on a consulting basis, for
corporate matters. Management is aware that irteor#rol over financial reporting on an ongoing
basis is not at the desired level.

SOUTH AMERICAN GOLD AND COPPER COMPANY LIMITED
Consolidated Statements of Operations, Deficit and Other Comprehensive Income (Unaudited)

(Expressed in thousands of US dollars ,except per share amounts)

Three Months Ended Six Months Ended
March 31, March 31,
2008 2007 2008 2007
$ $ $ $
Income
Gold - - - -

Copper and silver - - - -

Expenses



Write off of exploration properties 1.016 - 1.016 -
Amortization 153 179 301 357
Temporary mine shutdown 3) 47 51 52
General and administrative 251 441 578 658
Warrant revaluation 5 307 16 733
Stock based compensation 177 - 177 -
Foreign exchange (482) 8 (827) 13
Interest 202 206 409 400
1.319 1.188 1.721 2.213
Other income 3 - 14 51
Loss for the period 1.316 1.188 1.707 2.162
Deficit-beginning of period 55.646 52501 #  55.255 51.527
Other comprehensive income - - - -
Deficit - end of period 56.962 53.689 56.962 53.689
Basic and diluted loss per share - - - -
The accompanying notes form an integral part of these consolidated financial statements.
South American Gold and Copper Company
Limited
Consolidated Balance Sheets
(expressed in thousands of U.S. dollars)
March 31, September 30,
2008 2007
(Unaudited)
$ $
Assets
Current assets
Cash and cash equivalents 1.957 344
Restricted cash 22 22
Receivables
Sundry 200 73
Material and supplies, at cost 91 78




Note receivable from an officer and director

Mining properties, plant and equipment
Exploration properties

Recoverable taxes

Total assets

Liabilities

Current liabilities

Short term borrowings

Current portion of long-term debt
Accounts payable and accrued liabilities

Taxes payable (IVA)

Amounts due to related parties

Long-term debt

Reclamation and remediation

Non-controlling interest in consolidated subsidiary

Total liabilities

Shareholders' equity

Share capital

Contributed surplus

Convertible subordinated debentures
Options

Warrants

Deficit

Total shareholders' equity

2.270 517
334 329
12.691 11.874
5.195 5.814
3.140 2.456
23.630 20.990
48 10
1.556 1.244
940 1.027
574 466
643 951
3.761 3.698
2.292 2.574
884 884
139 139
7.076 7.295
67.534 63.628
2.489 708
907 907
1.196 1.019
1.390 2.688
(56.962) (55.255)
16.554 13.695




Total liabilities and shareholders' equity

Going concern and nature of operationgnote 1)
Commitments
Approved by the Board of Directors

"Paul J. DesLauriers"
Paul J. DesLauriers

"Stephen W. Houghton"
Stephen W. Houghton

23.630

20.990

Chairman

Director

The accompanying notes form an integral part aelmnsolidated financial statements.

SOUTH AMERICAN GOLD AND COPPER COMPANY LIMITED

Consolidated Statements of Cash Flows (Unaudited)

(Expressed in thousands of United States dollars)

Operating Activities
Net loss
Non-cash items

Amortization
Accretion of interest on long-term debt
Write off of exploration properties
Foreign exchange
Non-cash non-employee share compensation
Stock based compensation
Warrant revaluation

Change in non-cash working capital relating to operations

Investing Activities
Exploration properties
Mineral properties, plant and equipment
Recoverable taxes

Financing activities
Shares issued
Advances from directors and officers
Warrants excercised

Effect of foreign exchange on cash held in foreign currency

Increase (Decrease) in cash and cash equivalents d  uring the period

Three months ended

Six months ended

March 31, March 31,
2008 2007 2008 2007
$ $ $ $
(1.316) (1.172) (1.707) (2.129)

153 179 301 357
90 99 180 199
1.016 - 1.016 -
(482) 8 (827) 13
- 148 - 148
177 - 177 -
5 307 16 733
(357) (431) (844) (679)
602 (64) 564 148
245 (495) (280) (531)
(252) (150) (397) (185)
(992) (57) (1.118) (57)
(551) 10 (684) (25)
(1.795) (197) (2.199) (267)
29 1.139 3.459 1.227
- 373 - 373
44 - 434 -
73 1.512 3.893 1.600
(33) (10) # 199 (12)
(1.510) 810 1.613 790



Net cash and cash equivalents-beginning of period 3.467 52 344 72

Net cash and cash equivalents-end of period 1.957 862 1.957 862

The accompanying notes form an integral part of these consolidated financial statements



South American Gold and Copper Company Limited

Notes to Consolidated Financial Statements
March using the Black-Scholes valuation model, assumirigkafree interest rate of 3.97%, no dividend ar@il, 2008
and 2007

(all tabular amounts are expressed in thousantdsSfdollars, except number of shares and per stze

1

Going concern and nature of operations

These consolidated financial statements have bespamd on a going concern basis, which contengplate
the realization of assets and discharge of obbigatin the normal course of business as they caraeNo
adjustments have been made to the carrying amadiritee assets or liabilities, the reported reveramed
expenses or the balance sheet classifications inséitese consolidated financial statements shoodd t
Company not be able to continue normal businessatipas.

On June 9, 2005, a major snowstorm caused damathe telectrical and air compressor equipment at the
Pimenton mine’s main portal entrance, resulting shutdown of the mine, and it has remained clegezt
that time. Pimenton declared “force majeure” un@hilean law with respect to salary payments anéroth
benefits payable under its labour contracts withwiorkers and certain staff personnel at its nmitimenton
has also notified its creditors in writing thathits ceased payment of all trade payables and asnduet
under lease purchase or other contracted serdibesmine is expected to resume operations in M.

As at March 31, 2008, the Company reported a dedicd comprehensive loss of approximately $56.8
million and a working capital deficiency of approtely $1.5 million, and continues to incur sigrednt
cash outflows. These conditions, together withrttiee shutdown, cast significant doubt as to thétaltmf

the Company to continue as a going concern.

The Company's continuance as a going concern ierdimt on obtaining adequate funding, reaching
profitable operations at the mine, pursuing joiabture partners, sale or other disposition of mpart of its
assets, or additional external funding. There isassurance that the steps management is takingo&vill
successful and, in the event that such resoureesaravailable, the Company’s assets may not dezee

or its liabilities discharged at their carrying amts, and these differences could be material.

Nature of operations

The Company is a Canadian corporation listed orirtitento Stock Exchange (TSX). On July 1, 2004, the
Company commenced commercial production at its Riamegold mine in Chile. The Company’s principal
exploration activities are being focused on a piéporphyry copper deposit located within the Biton
area in which the Company holds mining claims. CTleenpany also holds interests in limestone deposits.

Prior to placing Pimenton into commercial producti@ll exploration and development costs relating t
Pimenton had been capitalized. Upon commencing anciad production, those capitalized costs were
transferred to producing properties, as descrilmel@uexploration and development costs.

The recoverability of the amounts shown for expiora and development costs is dependent on the
discovery of economically recoverable reservesathility of the Company to obtain the necessargriiring
to complete the projects and on future profitalspction or proceeds from the disposition thereof.



South American Gold and Copper Company Limited

Notes to Consolidated Financial Statements
March using the Black-Scholes valuation model, assumirigkafree interest rate of 3.97%, no dividend ar@il, 2008
and 2007

(all tabular amounts are expressed in thousantds®fdollars, except number of shares and per stze}

2

3.

Future Accounting Changes

In July 2006, the Accounting Standards Board issaedeplacement of The Canadian Institute of Chedter
Accountants' ("CICA") Handbook Section 1506, Acctimgn Changes. The new standard allows for voluntlianges
in accounting policy only when they result in threahcial statements providing reliable and morevaht information,
requires changes in accounting policy to be appletdospectively unless doing so is impracticalbésjuires prior
period errors to be corrected retrospectively aalls cfor enhanced disclosures about the effectshafnges in
accounting policies, estimates and errors on thenfiial statements. The impact that the adoptidBeation 1506 will
have on the Company's results of operations arahdial condition will depend on the nature of fetwccounting
changes.

In December 2006, Section 3862, Financial InstrumeiDisclosures; Section 3863, Financial Instrureent
Presentation; and Section 1535, Capital Discloswe® issued. All three Sections will be applicatdeinterim and

annual financial statements relating to fiscal gdagginning on or after October 1, 2007. The Comparevaluating
the impact of adopting the above accounting statsdarSection 3862 on financial instrument disclesuplaces an
increased emphasis on disclosures about risksiagsdavith both recognized and unrecognized firanaistruments
and how these risks are managed and is consistémBection 3861. The new Section removes duplieatisclosures
and simplifies the disclosures relating to conaidns of risk, credit risk, liquidity risk and pg risk currently found
in Section 3861. Section 3863 on the presentatibrin@ncial instruments is unchanged from the pméstéon

requirements included in Section 3861. Section 1&8%apital disclosures requires the disclosurafofmation about
an entity’s objectives, policies and processesrfanaging capital.

In June 2007, a replacement section for inventpBestion 3031 “Inventories” was issued and pravigeidance on
the determination of cost and its subsequent rdétogras an expense, including any write-down torealizable value.
It also provides guidance on the cost formulas #natused to assign costs to inventories and diménthe use of the
“last-in, first-out” method of accounting and igegdtive for the fiscal years beginning on or aftenuary 1, 2008.

Basis of Presentation

The interim consolidated financial statements afitBcAmerican Gold and Copper Company Limited (tGerhpany”

or “SAGC”) have been prepared by management inrdecce with Canadian generally accepted accouptiimgiples

(GAAP) following the same accounting policies andthods as the consolidated financial statementthéofiscal year
ended September 30, 2007. The accompanying unduditerim consolidated financial statements shdwddread in
conjunction with the consolidated financial statatseand notes thereto in the Company’s annual fimhistatements
for the fiscal year ended September 30, 2007.

Recoverable Taxes

Recoverable taxes in the amount of $372,000 as athiM31,2008 (September 30, 2007 - $372,000)
represent IVA taxes paid on the fixed assets, witigh be recovered upon request to the Chilean tax
authorities. The Company filed such request, whiels been denied by the Chilean tax authorities on
technical grounds. The Company is appealing thissa® and has reclassified IVA taxes on the figsdets
as a long-term asset. IVA relating to other expemds is recoverable either by means of a crediinag tax
due upon domestic sales of the Company or by réiggagimbursement of IVA borne when exporting or



South American Gold and Copper Company Limited
Notes to Consolidated Financial Statements

March using the Black-Scholes valuation model, assumirigkafree interest rate of 3.97%, no dividend ar@il, 2008
and 2007

(all tabular amounts are expressed in thousantdsSfdollars, except number of shares and per size

export commitments are proven. Therefore, the rexahility of these amounts is dependent upon thigyab
of the Company to develop and derive future pradndrom its Pimenton gold mine.

4. Share capital

Number of
shares Amount
$
September 30, 2007 570,842,909 63,62¢
Warrants exercised (i) 9,936,091 68C
Private placement (ii) 92,375,000 2,71:
Private placement (iii) 4,928,48! 14¢€
Share issuance (iv) 5,340,77. 23€
Share issuance (v) 2,000,00t 90
Warrants exercised (Vi) 735,500 41

March 31,2008 686,158,757 67,53¢




South American Gold and Copper Company Limited
Notes to Consolidated Financial Statements

March using the Black-Scholes valuation model, assumirigkafree interest rate of 3.97%, no dividend ar@il, 2008
and 2007
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Vi.

5.

On October 31, 2007 participants in the DecembgPQ03 private placement exercised 9,936,090 whriatra
price of CA$0.04 per share for net proceeds of 888 The fair value of $288,703 assigned to them®ants was
transferred to share capital.

On December 17, 2007, the Company sold throughvatprplacement 92,375,000 units at CA$0.0416
per unit, each unit consisting of one common shakone half of one common share purchase warrant
to purchase a further common share at CA$0.06 lpemesat any time within two years of the date of
issue. In connection with this private placemehg Company also issued 5,616,937 broker warrants,
each exercisable at CA$0.06 per share, expiringinvttvo years of the date of issue. Net proceedbef
placement were $3,430,209, of which $634,578 wsigiasd to the warrants and $58,982 was assigned to
the broker warrants using the Black-Scholes vadnathodel, assuming a risk-free interest rate d6%.,7

no dividend and a volatility factor of 50%.

On June 20, 2007, the Company sold through a priglicement 26,431,515 units at CA$0.05 per unit,
consisting of one common share and one common glachase warrant to purchase a further common
share at CA$0.07 per share at any time within 3@thw of the date of issue. Net proceeds of the
placement were $1,174,978, of which $184,076 wafyasd to the warrants. The fair value of the
warrants was assigned using the Black-Scholes tiatuanodel assuming a risk-free interest rate of
3.23%, no dividend and a volatility factor of 50%he subscriber, an officer and director of the
Company, subscribed and paid for 31,360,000 uBitsJanuary 15, 2008, the remaining 4,928,485 units
were issued on the same terms as above. Net piwoééhe placement were $220,022, of which $74,420
was assigned to the warrants. The fair value efwlarrants was assigned using the Black-Scholes
valuation method assuming a risk-free interesto&&8%, no dividend and a volatility factor of%0

On January 15, 2008, the Company issued 5,3400tmM&on shares in settlement of two employee wage
liabilities of $267,039. The shares were value®287,039, using the TSX closing price on Janué&ry 1
2008 resulting in no gain or loss.

On February 1, 2008, the Company entered intoigenetnt agreement with the former Chief Financial
Officer under which he received 2,000,000 Bonusr&haThe shares were valued at $90,270, using the
TSX closing price on January 31, 2008.

In March 2008, broker participants in the Februa2y 2007 private placement exercised 735,500 broker
warrants at a price of CA$0.04 per share for neteeds of $29,420. The fair value of $12,087 assign
to these warrants was transferred to share capital.

Long-term debt

Due to events at the mine Pimenton advised OPICitttelieves Pimenton will not be in compliance
with the financial and operating covenants for¢dhkendar quarters through and until June 30, 2009.
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As of September 30, 2007, OPIC has granted Pimewaners with respect to the financial and
operating events of default discussed above wnti¢ B0, 2009.
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6. Warrants

Number of

warrants
$
September 30, 2007 175,583,372 2,688
Exercised (note 4(i)) (9,936,090) (289)
Issued (note 4(ii)) 51,804,437 693
Issued (note 4(iii)) 4,928,485 74
Exercised (note 4(vi)) (735,500) (12)
Issued (note 4(vi)) 735,500 3
Modified (a) - 6
Modified (b) - 5
Expired warrants (c) (48,095,087) (1,778)
March 31, 2008 174,285,117 1,390

a)

b)

On October 21, 2004, the Company sold through\aiplacement 40,000,000 units at CA$0.07 per
unit, each unit consisting of one common sharearehalf of one common share purchase warrant to
purchase a further common share at CA$0.09 peesitaany time within 24 months of the date of

issue. These warrants were assigned a value of, & 60n October 16, 2006, the TSX agreed to
extend the expiration date on the 20,000,000 wtarmom October 21, 2006 to October 22, 2007. The
fair value of these modified warrants of $14,03V gkcess of the fair value of the original warrants

immediately prior to the modification date of $nijll be charged to expense. The fair values of the
warrants were assigned using the Black-Scholesatialumodel, assuming a risk-free interest rate of
4.07%, no dividend and a volatility factor of 50%.

On October 3, 2007, the TSX agreed to further ektbe expiration date on the 20,000,000 warrants
from October 22, 2007 to April 22, 2008. The faue of these modified warrants of $6,028, in exces
of the fair value of the original warrants immedigtprior to the modification date of $nil, will be
charged to expense. The fair values of the warnaete assigned using the Black-Scholes valuation
model, assuming a risk-free interest rate of 4.24&4lividend and a volatility factor of 50%.

On November 8, November 16 and November 30, 200%535,628 warrants were exercised at a price
of CA$0.055 per common share resulting in the isseaf 16,635,628 common shares and 16,635,628
common share purchase warrants to purchase arfedh@non share at CA$0.07 per share at any time
within 24 months of the date of issue. Net procaddbe exercise of warrants were $699,830, of tvhic
$152,622 was assigned to the warrants using thekBaholes valuation model, assuming risk-free
interest rates of 3.68% to 3.73%, no dividend amdlatility factor of 50%. The $226,910 fair value
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originally assigned to these warrants and $40,06the fair value assigned to modified warrants was
transferred to share capital.

On October 25, 2007, the TSX agreed to extend Hmpiragion date on the 16,635,628 warrants from
November 8, November 16 and November 30, 2007 twalg 31, 2008. The fair value of these
modified warrants of $5,155, in excess of the ¥alue of the original warrants immediately priotthe
modification date of $nil, will be charged to expenThe fair values of the warrants were assigned

volatility factor of 50%. These warrants were fignt extended to March 31, 2008, at which time they
expired.

c) Warrants expiring during 2008 were valued a7 %8,
7. Commitments

On March 13, 2007, the Company entered into a LG & subsidiary of Anglo American (Anglo), which
gives Anglo the option to enter into a joint vertlrgreement for the exploration and developmenhef
porphyry copper system at Pimenton and will sesve dasis for such joint venture agreement. The LOU
states, “In this LOU, Hernandez and Thomson arkeciblely referred to as the Owners. Under the seof

this ownership royalty, the owners are entitledeceive a sliding scale of 5% to 6% Net SmelteruRet
Royalty on any future production from the Prope8BAGC Pimenton Limited has renegotiated in goothfai
the Net Smelter Return Royalty paid to the ownene Wwave agreed to be compensated by SAGC Pimenton
Limited for a reduction from a sliding scale of 53%6% Net Smelter Return Royalty, down to a 3% Net
Smelter Return Royalty.” The Owners are directod afficers of the Company. The Company will engage
a qualified independent third party to determine filir value of the royalty reduction and the twiicers

and directors have agreed to accept 40% of thevédire to be paid by the Company to reduce the Net
Smelter Royalty to 3% and if required to receiveitltompensation in common shares of the Company at
the then existing market value.

8. Related party transactions

A company owned by chief executive officer, whoalso a director, billed the Company $39,590 in the
period ended March 31,2008 for the provision ofcefispace and services by the Company.

The note receivable of $286,233 as at March 3182@d September 30, 2007 is from chief executive
officer who is also a director of the Companyslainon-interest-bearing note due on or beforexeamded
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due date of June 30, 2009, collateralized by 6(B&2common shares of the Company owned by thisesffi
and director. As at March 31,2008, non-interestibgaadvances to this officer and director amourited
$47,694 (September 30, 2007 - $43,025) and aredadlin long-term receivables.

A company controlled by the Interim Chief Financiafficer billed the Company $8,555 for accounting
services rendered in the period ended March 318.28fMhounts due to related parties include payatides
this officer of $1,912 for such services at Mardh 3008.

During the quarter ended March 31, 2008 seven gmplb who are not officers of the Company were
awarded a total of 1,950,000 Common Stock Optiangny a five year life with immediate vesting at a
price of Cdn $0.045 per share. In addition three Bérectors of the Company were each granted 30Q@D0,
Stock Options and two serving Directors who areaffiters of the Company were each granted 3,0@0,00
Common Stock Options. The President of the Compaas/granted 10,000,000 Common Stock Options and
1,000,000 Bonus Shareshe Bonus Shares were issued on April 29, 2008upntsto an employment
agreement and any expense assigned to this, ifvdlhyge expensed as compensation in the quartéecn
June 30, 2008. Additionally, 2,000,000 Bonus Shaves awarded to the former Chief Financial Officer
pursuant to a retirement agreement. All these Com8tock Options, except the 1,950,000 options grhnt
to the 7 employees, vest over four years at arceseeprice of Cdn $0.045. The Bonus Shares wenedsat

a price of Cdn $0.045. The Company has expensefaithealue of the Common Stock Options during the
six months ended March 31, 2008 as Compensaticenerpof $177,000. The fair value of the Common

Stock Options were assigned using the Black-Schuoledel, assuming a risk free interest rate of 3.660,
dividend, and a volatility factor of 50%.

During fiscal 2007, the executive-vice-presidenmtedior, claims and land management, who is also a
director of the Company, purchased from a non-edlgtarty its interest in the Pimenton notes andltpy
The fair value of this note was $760,000 at Marl2G08 and interest expense was $60,901 in thederi
ended March 31, 2008. Amounts due to related gmiiticlude $170,799 for interest and $91,802 for
royalties as March 31, 2008.

On June 20, 2007, the Company sold through a rip&tcement 26,431,515 units at CA$0.05 per unit,
consisting of one common share and one common ghaohase warrant to purchase a further common
share at CA$0.07 per share at any time within 36th®of the date of issue. Net proceeds of theepiant
were $1,174,978. The subscriber, the executiveiesident-director, claims and land management, iwh
also a director of the Company, subscribed and foai@1,360,000 units. On January 15, 2008 the ir@n
4,928,485 units were issued on the same termsa® atNet proceeds of the placement were $220822,
which $74,420 was assigned to the warrants. Tinevddue of the warrants was assigned using thelBla
Scholes valuation model assuming a risk-free isterate of 2.80%, no dividend and a volatility tacof
50%.
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Amounts due to related parties include $169,644taslarch 31, 2008 for interest due to executivevic
president-director of exploration who is also adior of the Company who holds one of the Pimentutes

in the fair value amounts of $754,000 at MarchZX)8. In addition, amounts due to related partiekide
$91,802 at March 31, 2008, for royalties due ts tfficer and director who is the owner of a NeteBer
Royalty on the Pimenton gold mine.

The Executive Vice President and Director of Explimn and the Executive Vice President of
Administration, both of whom are Directors of thermpany in April, 2008 have agreed to enter into an
agreement to lease/purchase to the Company’s whalhed subsidiary, Compania Minera Pimenton, two
new Komatsu front end loaders on terms not curyenthilable to the Company. Tipeirchase price of the
two Komatsu front end loaders total US $440,038usige of VAT tax at 19%, or US $220,019
each. TheCompany has made a 25% payment against the purphaseof the equipment and the balance
was funded by these two Officers and Directors utite 37 months lease/purchase agreement.

Additionally, the Executive Vice President and Rimr of Exploration and a Director of the Compamg h
guaranteed payment of a 37 months lease/purchasenagnt entered into by the Company in April, 2008
with a locale Chilean bank for the purchase of 4 Uand Rover truck and a 4x4 Mahindra truck whasal t
purchase price was $71,624 plus VAT at 19% oral tft$85,232.

Two officers and directors of the Company hold tien-controlling interest in Catedral. Under an
agreement dated November 27, 1996, the Compangagueprovide or cause to provide these offices an
directors a loan of up to $1,250,000 each or $2(8in total. Such loans are to pay their propodie
share of development costs if a bankable feasilstitdy demonstrates that the
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10.

11.

properties can be placed into commercial productand to fund their combined 50% share of an option
payment totaling $500,000, which was paid durin§719

The executive-vice-president-director, claims artllmanagement and the executive-vice presidesttdir
of exploration, both directors of the Company, hile convertible secured debentures. Interest eepenas
$91,613 and $91,579 for periods ended March 318 20@ 2007, respectively. Amounts due relatedgsart

include payables to these officers of $116,999%tiP,859 as at March 31, 2008 and 2007, respeytifel
interest on this debt.

Short-term borrowings
Short-term borrowings consist of non-interest-begariotes to a supplier.
Comparative amounts

Certain of the prior year's amounts have been seiflad to conform to the current year's consokdat
financial statement presentation.

Subsequent events

In April 2008, broker participants in the Febru&®, 2007 private placement exercised 700,000 broker
warrants at a price of CA$0.04 per share for neteeds of $28,000. The fair value of $11,504 assigo
these warrants was transferred to share capital.

On April 29, 2008, 1,000,000 bonus shares wereeibdo the President of the Company at a price of
CA$0.045 pursuant to an employment agreement.



FORM 52-109F2-

Certification of Interim Filings

I, Stephen W. Houghton, Chief Executive Officentify that:

1.

5.

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109 Certification
of Disclosure in Issuers' Annual and Interim Filings) of South American Gold and Copper Company
Limited, (the issuer) for the interim period ending March 31, 2008;

Based on my knowledge, the interim filings do not contain any untrue statement of a material fact or omit
to state a material fact required to be stated or that is necessary to make a statement not misleading in
light of the circumstances under which it was made, with respect to the period covered by the interim
filings;

Based on my knowledge, the interim financial statements together with the other financial information
included in the interim filings fairly present in all material respects the financial condition, results of
operations and cash flows of the issuer, as of the date and for the periods presented in the interim filings;

The issuer's other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures and internal control over financial reporting for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared; and

(b) designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with the issuer’s
GAAP; and

I have caused the issuer to disclose in the interim MD&A any changes in the issuer’s internal control over
financial reporting that occurred during the issuers most recent interim period that has materially
affected, or is reasonably likely to materially affect, the issuer’s internal control over financial reporting.

May 27, 2008

“Stephen W Houghton”

Stephen W. Houghton
Chief Executive Officer
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Certification of Interim Filings

I, Peter W. Hogg, Interim Chief Financial Officeertify that:

5.

5.

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109 Certification
of Disclosure in Issuers' Annual and Interim Filings) of South American Gold and Copper Company
Limited, (the issuer) for the interim period ending March 31, 2008;

Based on my knowledge, the interim filings do not contain any untrue statement of a material fact or omit
to state a material fact required to be stated or that is necessary to make a statement not misleading in
light of the circumstances under which it was made, with respect to the period covered by the interim
filings;

Based on my knowledge, the interim financial statements together with the other financial information
included in the interim filings fairly present in all material respects the financial condition, results of
operations and cash flows of the issuer, as of the date and for the periods presented in the interim filings;

The issuer's other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures and internal control over financial reporting for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be designed under our
supervision, to provide reasonable assurance that material information relating to the issuer,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are being prepared; and

(b) designed such internal control over financial reporting, or caused it to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with the issuer’s
GAAP; and

I have caused the issuer to disclose in the interim MD&A any changes in the issuer’s internal control over
financial reporting that occurred during the issuers most recent interim period that has materially
affected, or is reasonably likely to materially affect, the issuer’s internal control over financial reporting.

May 27, 2008

“Peter W. Hogg”

Peter W. Hogg
Interim Chief Financial Officer
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