VICTORY RESOURCES CORPORATION
FORM 51-102F1
MANAGEMENT DISCUSSION AND ANALYSIS
For The Period Ended May 31, 2011

The following management discussion and analysiepgred as of August 12, 2011 should be read tegetiith the
unaudited consolidated financial statements andtael notes attached thereto (the “financial statesie which are
prepared in accordance with International FinanBlaporting Standards (“IFRS”) and in accordanceh wiitternational
Accounting Standard 34 (“IAS34") — Interim Finarci@eporting. All amounts are stated in Canadianlagel unless
otherwise indicated.

The reader should also refer to the annual auditethcial statements for the year ended February22d1, and the
Management Discussion and Analysis for the yedate®ents in this report that are not historicatdare forward-looking
statements involving known and unknown risks anceuainties, which could cause actual results tg eansiderably from
these statements. Readers are cautioned not tmgue reliance on forward-looking statements.

Additional information related to Victory Resourc€drporation (the “Company”) is available for viemn SEDAR at
www.sedar.com

DESCRIPTION OF THE BUSINESS

Victory Resources Corporation “the Company” is dlmly traded junior mineral exploration company oge shares are
traded on the TSX Venture Exchange (“TSX-V"). T@empany is engaged in the exploration of its mihpraperties,
located in British Columbia, Canada and its newoReh Property located in Sinaloa, Mexico. The Canypis in the
development stage in respect of its exploratioiviiets, and has no significant revenues.

Victory Resources Corporation and its wholly owsetbsidiaries, Victory Resources Corporation U.d ¥icRes Mining
Mexico S.A. de C.V., are referred to herein coliesly as “the Company”, “our”, or “we”.

The Company was incorporated in British ColumbiaFefruary 8, 1984. On February 28, 2005, the Cognphanged its
name to Victory Resources Corporation.

At January 24, 2011, the Company has two wholly-edvaubsidiaries, Victory Resources Corporation Al,Sncorporated
under the laws of Arizona, U.S.A. in August 20106¢da/icRes Mining Mexico S.A. de C.V., incorporataader the laws of
Sonora, Mexico in April 2010.

The Company is in the process of exploring and lbgueg its mineral properties and has not yet deieed whether the
properties contain ore reserves that are econdmiocatoverable. The recoverability of the amourtteven for mineral
properties interests is dependent upon the existeficeconomically recoverable reserves, the abditghe Company to
obtain necessary financing to fund property commeitta and to complete the development of those weseand upon
achieving future profitable production.

MINERAL EXPLORATION PROPERTIES

The Reforma Mine Project

On March 4, 2010 the Company executed a formalesgeat (the “Reforma Agreement”) whereby it has bgemted an
option to acquire a 70% undivided interest in thefdRma Mine property, Sinaloa, Mexico. Approval the Reforma
agreement was received from the TSX Venture ExchamgMay 20, 2010

In order to earn its 70% interest, the Compangdgiired to pay to the Owners US$300,000 (US$50106ays after TSX
approval, US$50,000 due November 2010, and US$00@JQe on May 20, 2011 and 2012 (paid $100,000 6¥1}), issue

a total of 14,000,000 common shares:2,000,000€®s21 days after TSX approval and 6,000,000 drefore each of 12th
(issued) and 24th month thereafter, and conduck \worgrams aggregating US$2,500,000 (US$500,00May 20, 2011

incurred), an additional US$1,000,000 by May 20120and an additional US$1,000,000 by May 20, 20T8g shares
issued to the Owners in the second and third ties¢h2,000,000 shares) will be pooled voluntarilthvit,500,000 shares
released 12 months after TSX approval and 1,500:@@@ased every six months thereafter.
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Upon the completion of earn-in by the Company,ghgies have agreed to form a joint venture (th® & the purpose of
the further development and exploitation of the perty with the Owner to retain a carried interest the first
US$15,000,000 of JV expenditures. Thereafter, tirtigs will fund their further participation in th®/ in accordance with
their 30/70 respective interest and will be subjecttandard penalties.

About the property

The Reforma property formerly owned and operatethdystrias Pefioles S.A.B. de C.V. (“Pefioles”)Maxico is a 6,987
hectare land package, located within the eastertiopoof Sinaloa State, Mexico, in the Choix Minimgstrict. This land
package includes the formerly producing Reformadviis well as prospective mineralized zones hosyethd Reforma
property. The Company has now received an indepgnidational Instrument 43-101 (“NI 43-101") techaliceport by
Ruben Verzosa on the Reforma property which addsessd clarifies certain issues relating to theoRe#& Property.

In its press release of March 4, 2010 the Compaferenced reserve estimates for the Reforma propeatie by Pefioles. It
was also stated that past exploration conductdeldiples resulted in the delineation of the “El Ghepmineral zone which
contained a reported mineral reserve. The Compamgss release of April 8, 2010 again made referdaca mineral

reserve at the Reforma Mine; this was repeateddrCompany’s press release of June 15, 2010. Aratiresource was also
identified as existing in the Reforma South minerahe, and historical reserves identified at El [iita were also re-
classified as mineral resources. The Company’s mel@pendent report did not verify any of the his@lly reported

resource/reserve estimates under the guidelineblissted by NI 43-101. As the previously disclossdimates are not
supported by the Report, the Company retracts thstimates; however, the Report will be updatedraswhen required by
NI 43-101.

Pefioles, the former owner and operator of the Redquroperty, reported that during the 1968 to 1@&@uction period a
total of 1,800,000 tonnes of ore was mined and ggeed at an average grade of 91.62 g/t Ag, 1.90%94.B4% Zn, and
0.63% Cu. . Please note that the tonnage repastetia historic nature and cannot be relied updit confirmed through a
proper work program by the company. No other prtidnds recorded after that date as the mine wasdtwn due to labor
unrest coupled with deteriorating metal prices.

The Reforma property area borders two significaimtenal deposits (the Bahuerachi and the Santo Tpras Bahuerachi
property (which was formally owned by Tyler Resources) wagscpased in 2008 by Jinchuan Group China for
approximately USD$216 million. The Santo Tomas igoaphyry mineral deposit south of the Reforma propthrough
which Bateman Engineering Prefeasibility (2003 répmeported to contain a mineral resource of s@®@ million tonnes
grading 0.363 % Cu (plus gold and silver creditsjhie north zone and some 350 million tonnes gr@iB09 % Cu (plus
gold and silver credits) in the south zone.

The Company does not have any current mineraluresoor mineral reserve estimates for the Refornogpgrty and all
previously disclosed resource or reserve estimiatethe Reforma property, whether contained in efisijated materials,
information accessible on the internet or in infatimn which has been otherwise made publicly akéglaare historical in
nature and should not be relied upon until veried supported by an independent National Instri#@f101 compliant
technical report.

The Company arranged for the preparation of armtgutgeological 43-101 report by an independend thérty, Mr. Ruben

Verzosa, P. Eng. (a Qualified Person (“QP”) asruzfiby National Instrument Policy 43-101). Mr. Masa has over 40
years of industry experience and mobilized to tieéoRna property on July 28, 2010. The new repostleen received and
may currently be viewed omww.sedar.com

0Q1-2012 Exploration

In Q2-2011 the company mobilized a geological coewits optioned Reforma Mine property located inaBa, Mexico.

The property zone review of the Reforma mine dkeforma South, and ElI Chapote will result in recandations for

future start up production. The company is als@agdel to announce it is in negotiations to purclzasgll to facilitate its

future production requirement. Currently the compemegotiating on four processing mills rangingize from 250 tonnes
per day to 1,000 tonnes per day.
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Currently a work program is underway on the Refopr@perty with a crew assessing the historic unaengd workings of
the Reforma Mine and the Reforma South mineral Zona detailed comprehensive sampling progrannefstructures and
mineralized areas. The workings of the El Chapateeralized zone are being remapped preparatoriya@stablishment of
a base map to determine an area for Electronic Btag(EM), Induced Polarization (IP), and geologmarveys.

The Company commissioned an independent Natiorstument 43-101 (“NI 43-101") technical report fravir. Ruben

Verzosa on the Reforma property which addressesctarifies certain issues relating to the Refornraperty. The

Company’s new independent report did not verify afiythe historically reported resource/reservenasties under the
guidelines established by NI 43-101. As the presipulisclosed estimates are not supported by thmiRethe Company
retracts those estimates; however, the Reporbweilipdated as and when required by NI 43-101.

Roads are being upgraded, as well, equipment igghmirchased in preparation for further develoghmg known mineral
zones identified by Pefioles, the former Owner apdrétor.

The Company has learned that a major highway isently being built to connect Chihuahua City to thert of
Topolombapo. This major road will pass right throufe borders of the Reforma property and will gyeanhance the
accessibility to the whole area. This road is eigetto be completed by late 2011.

Management strategy is to continue the developmwiemtineral zones in preparation for production lo@ Reforma property
and to continue to develop/explore other targetsttan property. The geological setting found at Beforma area is
analogous in Porphyry, Skarn, Breccia and Mant@-typneralization similar to those found at the Qeaadistrict located
in Sonora Mexico, the location of one of largestopit copper mines in the world. The Company piticeed to implement
a work program as recommended by its geologicahtea

Geophysical crews have been retained for an Elédtagnetic (EM) Geophysical survey and drill holes/é been spotted
for a planned drill program expected to commenceGen-Chemical survey completed with' stage drilling to test
extensions pending.

Ruben Verzosa, P. Eng., a Qualified Person (QP) as defined by National Instrument Policy 43-101, isresponsible for
thetechnical information included herein.

Toni Property, Nicola Division, British Columbia

As part of the Company'’s reactivation process teaade from the NEX board to the TSX-V in 2005, @@mpany entered
into a Property Option and Joint Operation Agreeimerearn an initial 50% interest in the Toni prapdocated in the
Nicola Mining Division, British Columbia with an d¢ipn to acquire up to a 70% interest (amended @4 @uring the year
ended February 28, 2007).

During the year ended February 28, 2007, the Company exercised the option and earned a l6¥est in the mineral
property free and clear of all charges, encumbmarare claims. As consideration the Company paid,G&®, issued
300,000 common shares and incurred $250,000+ iukzative exploration expenditures during the yeardesl February 28,
2006 and 2007. The agreement is subject to a 2%nmater return royalty.

During the year ended February 29, 2008, the Company acquired a 100% owned mineral propEmtyiguous to the Toni
project (formerly Au/Wen) totalling 3,870Ha for ¢tasonsideration of $6,038.

During the year ended February 28, 2009 the Company acquired an additional 665 Ha of nainelaims in the Nicola
Mining Division adjacent to our exiting holdingsrftotal consideration of $20,000; the Company asquired, through
staking, an additional 28,481Ha at a cost of $14.,56

During the year February 28, 2010 the Company amalgamated fifteen Toni Property naingaims and abandoned twenty-
three claims. The Company currently holds in gsthding a total of 25,423 Hectares (Ha) over @&md which make up
the Toni Property.
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The Spring/Summer 2010 exploration program on then\lirospect of the Toni property included diamonitlirty to
determine the extent of the Adit Mineral Zone whieas discovered in a 2008 Victory Resources Cotmoraiamond drill
program. The Adit Mineral Zone is a gold-copperreaquartz vein which is up to seven metres wideé was delineated
by four short diamond drill holes for 20 metresrgjcstrike and 50 metres to depth. The mineral I@@en on strike and to
depth. In addition, the FY-2011 drill program geads to confirm and expand the results of a 19@éndnd drill program
completed by George Resource Company in which luplk W96-1 intersected a 6.55 metre gold-copparibg quartz vein
mineralized zone located 50 metres southeast aradlgleng the Adit Mineral Zone. The mineralizedérsection reportedly
assayed 16.578 gm/t Au, 12.901 gm/t Ag and 0.75%w@th a higher grade section averaging 28.426 @m/t18.185 gm/t
Ag and 0.98% Cu over 3.81 metres.

The Company completed the diamond drilling of siels totaling 713 metres on the Wen prospect offthva property and
has received the assay results from the sample¢idrseof the holes completed as detailed below.

The 2010 diamond drill program was to test the resitsn of the W96-1 mineralized quartz vein andétednine the extent
of the Adit Zone. Drill holes 10-1, 10-2, 10-3, ah@t5 were spotted to test the localized extensfdhe Adit Zone within a
close proximity to the 2008 mineralized interseasioDrill hole 10-4 was spotted to test the W96itaralized quartz vein

higher in the section and the Adit Zone 30 metest of Adit#1. Drill hole 10-6 was spotted to td#st Adit Zone 80 metres
east of Adit#1. The more significant intersectiansl assays are as follows.

Drill Hole Azimuth Dip I nter cept From To Au Cu
Number m m m ppb %
10-2 035 -70 0.80 83.40 84.10 19.30 0.04
10-3 062 -55 0.91 99.21 100.13 48.50 0.31
10-4 020 -45 3.66 70.10 73.76 108.23 0.94
Including 1.22 70.10 71.32 240.50 1.88
10-5 -90 5.50 18.60 24.10 159.90 2.62
0.60 24.10 24.70 Assays pending
3.00 24.70 27.70 178.50 1.36
Including 3.10 18.60 21.60 62.00 3.17
Including 0.60 22.90 23.50 313.70 5.98
10-6 0 -55 1.80 22.90 24.70 412.20 0.51

Drill hole 10-1 and 10-4 did not provide any indioa of the W96-1 mineralized zone which probabbes form a shoot
with an unknown rake within the vein as Verley (Ip8oncluded.

Based on the results of the summer 2010 drill Eogrthe localized Adit#1 zone is indicated to edtéor a strike length of
110 metres with variable widths and copper valdés most significant widths and values are to tkstvas indicated in
drill hole 10-5 with an intercept of a 9.1 metr®.@5 foot) mineralized zone (estimated true widttl8@ feet) containing
mineral values averaging over 2% Cu, and 160 ppbwiih decreasing widths and values to the easbdisated in drill
hole 10-6. However, the easterly trend of the Ait#ne is to a northerly trending 150 metre widebMoMetal lon (MMI)
soil anomaly which may indicate a major mineral teolfing structure that could have provided the enalization to the
localized structure of the Adit#1 mineral zone.

The geological structure and results show promisghe Wen Prospect however further development vemd drilling
would be required. The company will seek a Joinhtdee partner to further develop the Wen Propenty at this time the
company will focus on the development of its Refanpnoperty in Mexico.
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Mr. Laurence Sookochoff, P.Eng., a Qualified Person (QP) as defined by National Instrument Policy 43-101, is
responsible for the technical information included herein.

FINANCING

In Q1-2011 the Company received TSX Venture Exchaaqproval and closed the first tranche of a waykiapital private

placement to qualified investors for gross proceefi$1,445,000. The Private Placement resultedhen issuance of
5,780,000 units at a price of $0.25 per unit; eact consists of one common share and one halfnef share purchase
warrant. A full warrant entitles the holder to atgune additional share at a price of $0.40 fonmhths expiring on May
17, 2012.

In Q3- 2011 the Company issued 4,045,000 unitsyauntsto a private placement for aggregate procee#4,011,250 at a
price of $0.25 per unit; each unit consists of oosmon share and one half of one share purchagamnaA full warrant
entitles the holder to acquire one additional slame price of $0.40 for 24-months expiring on ®et028, 2012.

The total of both tranches of the non-brokered gigwplacement resulted in the issuance of 9,825,008 at a price of
$0.25 per unit; each unit consists of one commameshnd one-half of one share purchase warranseslirities issued are
subject to a hold period of four months from clgsin

The Company paid finders' fees of $132,500 in eashrelated listing and filing fees of $14,475 lhoth tranches of private
placements.

During the year ended February 28, 2011, the Comnjzsnied 4,276,557 shares pursuant to the exastisarrants for cash
consideration of $427,656.

In Q1-2012, the Company has issued 1,080,000 sharesiant to the exercise of warrants for cash iderstion of
$108,000.

Financing shortfall/sur plus
At May 31, 2011, the Company had working deficitha#0,125.

INDUSTRY AND ECONOMIC FACTORSAFFECTING COMPANY PERFORMANCE

Victory operates in the Canadian junior resourceéugtry. Within that industry, Victory competes withousands of
companies, many of them significantly larger, forporate resources such as properties, geologixploration and drilling
services; and equity capital. Of particular imptacYictory is that it has to compete in this indyswith other firms that have
greater resources and more advanced properties.

The availability of equity financing for early-segxploration programs such as ours is a majooifabat will significantly
determine company performance in FY-2012 and beyond

The Company's access to financing is not certath taere can be no assurance of continued accesdeguate equity
funding on acceptable terms. Management beliewasith will be able to obtain the capital necessargontinue as a going
concern.

Victory's business model — early-stage exploratidn plainly a high risk business model. Victoryeigosed to considerable
geological risk — the risk that our properties dut host economic mineral reserves — as well asatipeal risk, and
financing risk. This business model requires conmsueately high-risk equity capital. Victory is rattaon its ability to raise
finances, a continued decrease in the supply ofadba capital due to systematic factors such asrmaconomic slow-
down or capital market disruption would materiaitypair our business model.

In addition to the general financing risks commonratl exploration enterprises, the early, unprostage of our property
assets add particular uncertainty as to the likelihof obtaining future financing on acceptablen®r
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LIQUIDITY, CAPITAL RESOURCESAND COMMITMENTS

Liquidity

Junior resource companies often tend towards liuishortfalls, as their major assets are, by didim, exploration
properties which are long-term and illiquid by natand are not revenue generating

During the period ended May 31, 2011, the Compargnted its operations primarily through the exsaravarrants.
The Company continues to seek capital through uarioeans including the issuance of equity and/bt. de

Capital Resour ces

As our exploration-stage properties are not revegererating, the Company’s sole source of long-téunding has
traditionally been the issuance of common shanesésh, primarily through private placements totssficated investors.

The Company has traditionally supplemented equitginfcing from time to time by obtaining loans fromlated parties.
These are used to provide interim, short-term finam to meet day-to-day cash flow needs, on ocoasiod are not
intended to be a long-term source of capital.

Commitments

At May 31, 2011, the Company has the following gigant commitments:

Mineral Property commitments

In order to meet the terms of its Option agreera@nt earn its 70% interest in the Reforma PropagyGompany must make
the remaining cash and share payments and compbekeprograms as detailed below:

Cash payments Sharesto beissued Work Program commitment
US$50,000 due June 10, 2010 (paid) 2,000,000 shgrégne 10, 2010 (issued) US$500,000 by May 20120
(spent)

US$50,000 due November 20, 2010 (paid)  6,000,0@€estby May 20, 2011 (issued)US$1,000,000 by May 20, 2012
US$100,000 due May 20, 2011 (paid) 6,000,000 shayeMay 20, 2012 US$1,000,000 by May 20, 2013

US$ 100,000 due May 20, 2012

Management Contracts

On January 1, 2011 the Company entered into a Ii&hmmanagement contract with the President of thengany for
$5,000 per month for management fees and $5,000npeth for project management fees. This contaatbmatically
renewed for an additional one year term on JanLaP@12 as per the signed agreement.

Other

The Company has no capital lease obligations, tipgrieases or any other long-term debt at May281,1.

RELATED PARTY TRANSACTIONS

During the period ended May 31, 2011, the Compantgred into transactions with related parties dovs:
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The financial statements include the financialestents of Victory Resources Corporation and itsislidxies listed

in the following table:

Proportion of Ownership

Name of Subsidiary Country of Incorporation Interest Principal Activity
Victory Resources Corporation, Arizona, U.S.A. 100% Mineral exploration
U.S.A.

VicRes Mining Mexico S.A. de  Sonora, Mexico 100% Mineral exploration
C.V.

The remuneration of directors and other membekepimanagement personnel during the three montteden

May 31, 2011 and 2010 are as follows:

Three months ended May 31, 2010
Salaries and directors fees $ 4,500
Management fees 15,000
Stock-based compensation (i) 70,299
Project management fees 15,000
Exploration expenses 34,366
$ 139,165

(i) Share-based payments are the fair value of optjcarsted to key management personnel.

The transactions with related parties were imihienal course of operations and were measurec a&dthange

value, which represented the amount of considerastablished and agreed to by the parties.

The amounts due from the related party are asvistlo

May 31, February 2¢ March 1,
2011 2010
Due from (to) director and officer $ (49,282) $ (77,032)
Due from (to) Sierra Iron Ore (formerly Naina Capt
(18,480) (15,000)
Due to a CBR Capital * (25,000 -
$ (92,762) $ (92,032)

* Companies controlled by a common director

Results of Operations

During the quarter ended May 31, 2011, the Comreaaythe following significant transactions:

» expended approximately $301,719 in cash on minecerties.

» paid or accrued $33,000 in management and diréssy refer to related parties section for morermgtion.

» paid or accrued $106,423 in wages and benefits.
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paid or accrued $123,293 in professional fees.

recorded $393,905 for stock-based compensatiostdak options granted during the quarter.

For the period ended May 31, 2011:

The significant increase in net loss Q1-2012 ov&i2Q11 is detailed below:

May 31, 2011 May 31, 2010 Variance
Amortization $ 10,861 $ 358 $ 7,276
Management fees 21,000 19,500 1,500
Wages and benefits 106,423 8,745 97,678
Office, rent and miscellaneous 39,067 60,464 (21,397)
Professional fees 123,293 78,152 45,141
Stock-based compensation 393,905 136,731 257,174
Transfer agent and filing fees 3,683 27,353 (23,670
Travel and entertainment expenses 25,909 17,733 8,176
Total administrative expenses $ 724,141 $ 352,263 $ 371,878

Amortization of equipment increased by $7,276 irZD12 vs Q1-2011 due to increase in capital assets.
Management fees increased by $1,500 due to ani@uidirector during the quarter.

Wages and benefits increased by $97,768 due teaserin number of employees.

Office, rent and miscellaneous expenses decreas$d1h397 due to decrease in advertising and priomabsts.
Professional fees increased by $45,141 due tadhsition to IFRS.

Stock-based compensation of $393,905 was incuaret], 102,627 stock options granted in Q1-2012.

Transfer agent and filing fees decreased by $23J6@Qo less activities in financing.

Travel and entertainment expenses increased by &8ide to more travel required in Q1-2012.

Other variations in expenses in the periods presergflect the variation inherent in normal cousperations. We

expect other items to remain at relatively constanels, as these primarily reflect recurring opieral expenses
that do not vary significantly within a certain ggnof corporate and exploration activity.
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SUMMARY OF QUARTERLY RESULTS

(IFRS) (IFRS) (IFRS) (IFRS)

Three Months Three Months Three Months Three Months

Ended Ended Ended Ended

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

2011 2011 2010 2010
Total assets $ 3,328,665 $ 3,467,053 $ 3,416,313 $ 3,174,226
Working capital (deficiency) (140,125) 360,002 862,477 894,534
Shareholders’ equity 3,061,653 3,278,380 3,269,040 3,108,499
Net loss 724,241 298,214 272,174 230,356
Loss per share 0.02 0.01 0.01 0.00
(IFRS) (IFRS) (Canadian GAAP) (Canadian GAAP)

Three Months Three Months Three Months Three Months

Ended Ended Ended Ended

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

2010 2010 2009 2009
Total assets $ 2,781,007 $ 1,354,670 $ 1,078,029 $ 921,027
Working capital (deficiency) 1,199,942 (67,246) (34,789) (129,064)
Shareholders’ equity 2,641,349 1,158,416 885,685 765,685
Net loss 352,263 702,314 90,403 34,761
Loss per share 0.01 0.04 0.01 0.00

Significant changes in key financial data duringcél 2011 are due to private placements completeé@1i-2011 and Q3-
2011 and the Reforma property acquisition and aatemt costs as well as exploration expenditurestaleged during the
year ended February, 2011.

FINANCIAL AND OTHER INSTRUMENTS

Financial instruments measured at fair value aassified into one of three levels in the fair vahierarchy according to the
relative reliability of the inputs used to estiméie fair values. The three levels of the fair edhierarchy are:

Level 1 — Unadjusted quoted prices in active markat identical assets or liabilities;

Level 2 — Inputs other than quoted prices thabéservable for the asset or liability either dikgot indirectly;
and

Level 3 — Inputs that are not based on observahl&ehdata.

The Company’s financial instruments consist priatlip of cash and cash equivalents, amounts dudetklparties and
accounts payable and accrued liabilities. Managérelieves that the recorded values of all cash ash equivalents,
amounts due to related parties and accounts payahtbaccrued liabilities approximate their curifaint values because of
their nature, credit worthiness, and respectiveuntstdates or durations. As at May 31, 2011, tleenBany’s only financial
instrument which is measured at fair value on aiméeg basis is cash and cash equivalents whicle baen classified as a
“Level 1" financial instrument. Accounts payabledaaccrued liabilities, and amounts due to relatadigs have been
classified as “Level 2” financial instruments.
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Foreign exchange risk

Foreign exchange risk is the risk that the fairueabf future cash flows will fluctuate as a reswiitchanges in foreign
exchange rates. As at May 31, 2011, the Compaexpesed to foreign currency risk to the extent treatain monetary
financial instruments and other assets are dendedria United States dollars and Mexican Pesos.ddrepany is exposed
to currency risk arising from fluctuation in foreigxchange rates due to the acquisition of the irRefd”roject. Many of the
costs of the Reforma Project are in Mexican Peadds Dollars. Accordingly, changes in the Mexi€asos or US Dollars
denominated value of the Canadian dollar will intpthe Canadian dollar cost of meeting any futurigakions under that
project. At May 31, 2011, the Company does noteveliits overall exposure to currency risk for idigations denominated
in Mexican Pesos or US Dollars is significant.

Credit risk

Credit risk is the risk that one party to a finahdnstrument will cause a financial loss for thhey party by failing to
discharge an obligation. The Company’s cash, texposdit and receivables are exposed to credit Tisk. Company reduces
its credit risk on cash and term deposits by platirese instruments with institutions of high ctedbrthiness. Management
believes that the credit risk concentration withpect to receivables is not significant as theivatées mainly consist of
harmonized sales tax receivable and IVA tax reddévdue from Canadian and Mexican governments.

Interest rate risk

Interest rate risk is the risk that the fair vatuefuture cash flows of a financial instrument ilictuate because of changes
in market interest rates. At May 31, 2011, the Canypis not exposed to any significant interest riste

Liquidity risk

Liquidity risk is the risk that the Company will @vunter difficulty in meeting obligations assocateith financial liability.
The Company manages liquidity risk by maintainindfisient cash balances to enable settlement ofsaeations on the due
date. Accounts payable and accrued liabilities anegent. The Company addresses its liquidity thhoequity financing
obtained through the sale of common shares anexreise of warrants and options.

Capital management

The Company’s objectives when managing capitat@agafeguard its ability to continue as a goingason, to pursue the
development of its mineral properties and to manaflexible capital structure which optimizes st of capital within a
framework of acceptable risk. In the managemeigpital, the Company includes the components aksiwdders’ equity.

The Company manages the capital structure and naajastments to it in light of changes in econopoaditions and the
risk characteristics of the underlying assets. Tontain or adjust its capital structure, the Conmyparay issue new shares,
issue new debt, acquire or dispose of assets.

The Company is dependent on the capital markeits asle source of operating capital and the Cormigatapital resources
are largely determined by the strength of the junésource markets and by the status of the Con'pg@ngjects in relation
to these markets and its ability to compete foestar support of its projects. The Company is nbfexct to any externally
imposed capital requirements.

The Company’s overall strategy remains unchangad #£011.
In order to facilitate the management of its cdpiguirements, the Company prepares annual exppeadiudgets that are
updated as necessary depending on various fagtohsding successful capital deployment and genedilstry conditions.

The annual and updated budgets are approved tBoidue of Directors.

The Company currently is not subject to externmiigosed capital requirements. There were no chaingés
Company’s approach to capital management.
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Accounts receivable and other miscellaneous rebkdgaare classified as loans and receivables. @heyneasured at fair
value and changes in fair value are recognizebmpeehensive loss. At February 28, 2011, Goodssandces tax and
harmonized sales tax recoverable and amounts doerilated parties are classified as loans andvadaes.

Financial liabilities

measured at face value. Management has deternfinethe face value of financial liabilities appnmeites fair value due to
the expected short-term maturity of the debts.

The Company'’s financial liabilities primarily coitste trade payables owing to both arms’ length esidted parties, and
loans payable. These are unsecured and, excemtingahtrade credit terms, are due on demand.

The Company believes the fair value of its finahG#bilities approximate their carrying valuespdrily due to their short-
term nature. There are no quoted market prices aotive markets for any of the financial liabilgi@eld by the Company
and thus fair values were assessed using valus@miques consistent with generally accepted adtgwy principles. As

the Company does not generate revenue, it intandsduce its financial liabilities by re-financitigrough additional share
issuances.

CURRENT SHARE DATA

As at August 12, 2011 the Company has 53,179,68%mmm shares issued and outstanding of which 200a0@Mheld in
€SCrow.

The following options to acquire common shareshef€ompany are outstanding at August 12, 2011:

Number of Options Exercise Price Expiry Date
200,000 $0.25 May 12, 2012
2,684,812 $0.20 January 14, 2015
578,000 $0.25 May 17, 2015
550,000 $0.45 February 28, 2016
552,627 $0.45 February 29, 2014
4,565,439

The following warrants to acquire common sharethefCompany are outstanding at August 12, 2011:

Number of Warrants Exercise Price Expiry Date
2,890,000 $ 0.40 May 17, 2012
122,125 $ 0.10 July 20, 2012
2,022,500 $ 0.40 October 28, 2012
177,777 $ 0.10 November 20, 2012
8,920,000 $ 0.10 December 17, 2012
14,132,402
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LIST OF DIRECTORSAND OFFICERSAT

Wally Boguski, President, CEO, director
Laurence Sookochoff, CFO and Director
Paul Lee, Director

Alphonse J. Ruggiero, Director

ADVISORY COMMITTEE

The Company appointed of Mr. R.W. (Bob) Cunningharits Board of Advisors in Q1-2011. Mr. Cunningh&rChairman
of the Board, President/Chief Executive OfficerG#ntury Properties Inc., a Multi-million dollar grerty development and
investment company based in Winnipeg, Manitoba esit®72. He is also President and Chief Executivéc@f of
Cunningham Business Interiors Ltd., an office fturé and interior design company which is amongléngest and most
successful in the Prairie Provinces since its faéionain August, 1964. The Company is currentlieimiewing potential
advisory board candidates from Mexico who haverangt knowledge base in regard to our Mexican operah order to
advance the business in a timely manner.

CHANGE IN ACOUNTING POLICIES

These unaudited condensed consolidated interinndinh statements, including comparatives have hmepared using
accounting policies consistent with Internationahancial Reporting Standards (“IFRS”) and in acemck with
International Accounting Standard (“IAS”) 34terim Financial Reporting. The condensed consolidated financial statements
have been prepared on a historical cost basispekmefinancial instruments classified as finahdémstruments at fair value
through profit and loss, which are stated at tfagirvalue. In addition, these financial statememse been prepared using
the accrual basis of accounting except for cash fitdormation.

The condensed consolidated interim financial statémare presented in Canadian dollars, whicheiguhctional currency
of the parent company, unless otherwise noted.

These are the Company'’s first IFRS condensed ciolaset! interim financial statements for part of pegiod covered by the
first IFRS consolidated annual financial stateméntse presented in accordance with IFRS for ttee gaded February 28,
2012. Previously the Company prepared its conslidlannual and consolidated interim financial stegets in accordance
with Canadian Generally Accepted Accounting Pritesd“Canadian GAAP”).

The preparation of these condensed consolidatedrimfinancial statements resulted in changesdatitounting policies as
compared with the most recent annual financialestanhts prepared under Canadian Generally Acceptambuhting
Principles (“GAAP”). The accounting policies seitd®elow have been applied consistently to allqukxipresented in these
condensed consolidated interim financial statemeritey also have been applied in preparing an ogel#RS balance
sheet at March 1, 2010 for the purposes of thesitian to IFRS, as required by IFRS 1, First Tim#o@tion of International
Financial Reporting Standards (IFRS 1). The impéthe transition from GAAP to IFRS is explainedNote 17.

The preparation of these condensed consolidatedrimfinancial statements requires management teeroartain estimates,
judgments and assumptions that affect the repantealints of assets and liabilities at the date efittancial statements and
the reported expenses during the period. Actualtesould differ from these estimates.

Significant assumptions about the future and asberces of estimation uncertainty that managemastade at the end of
the reporting period, that could result in a matleaidjustment to the carrying amounts of assetsliabdities in the event
that actual results differ from assumptions madkte to, but are not limited to, the following:

i) The recoverability of receivables which are incldde the condensed consolidated interim statemehtnancial
position;
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ii) The carrying value and the recoverability of mihgueoperties, which are included in the condensedsolidated
interim statements of financial position;

iii) The inputs used in accounting for stock-based cosgteon expense included in profit and loss

iv) The estimated lives of fixed assets and the relatedrtization.

Going concern of operations

These condensed consolidated financial statemeatsrapared on a going concern basis which asstiméshe Company
will be able to realize its assets and dischargdiabilities in the normal course of businesstfw foreseeable future. As at
May 31, 2011 the Company has had significant lostesddition, the Company has not generated fsigmt revenues from
operations. The Company has financed its opemfoimarily through the issuance of common shdoesis proceeds and
advances from related parties. The Company coggirta seek capital through various means includiegissuance of
equity and/or debt. These circumstances lend figgnt doubt as to the ability of the Company toetniégs obligations as
they come due, and accordingly, the appropriatenietf®e use of accounting principles applicabla fgoing concern.

New standards not yet adopted

In November 2009, the IASB published IFRS 9, “Ficiahinstruments”, which covers the classificataomd measurement of
financial assets as part of its project to repld® 39, “Financial Instruments: Recognition and Me@ment.” In October
2010, the requirements for classifying and meaguiitancial liabilities were added to IFRS 9. Untlas guidance, entities
have the option to recognize financial liabilitiasfair value through earnings. If this optionelgcted, entitles would be
required to reverse the portion of the fair valbarge due to own credit risk out of earnings amwgeize the change in
other comprehensive income. IFRS 9 is effectivetlie Company on January 1, 2013. Early adopsguermitted and the
standard is required to be applied retrospectivélyere will be no significant impact on the Conypapon implementation
of the issued standard.

DISCLOSURE CONTROLSAND PROCEDURESAND INTERNAL CONTROLS

In connection with National Instrument 52-109 (@mate of Disclosure in Issuer's Annual and InterFilings) (“NI 52-
109"), the Chief Executive Officer and Chief Fin&cOfficer of the Company have filed a VentureussBasic Certificate
with respect to the financial information containgd the annual audited consolidated financial statets and this
accompanying annual MD&A (together the “Annual is”).

In contrast to the full certificate under NI 52-1G8e Venture Issuer Basic Certificate does notuithel representations
relating to the establishment and maintenance sélasure controls and procedures and internal cbwotrer financial
reporting, as defined in NI 52-109. For furthefonmation the reader should refer to the Ventustids Basic Certificates
filed by the Company with the Annual Filings on S&B atwww.sedar.com.

NOTE REGARDING FORWARD-LOOKING STATEMENTS

Statements herein that are not historical factsfamnerard-looking statements that are subject t&sriand uncertainties.

Words such as “expects”, “intends”, “may”, “could”should”, “anticipates”, “likely”, “believes” andvords of similar
import also identify forward-looking statements.

Forward-looking statements are based on currens facd analyses and other information that aredoaseforecasts of
future results, estimates of amounts not yet deterehand assumptions of management, including,niotitiimited to,
assumptions regarding the Company’s ability toeraidditional debt and/or equity financing to funmkrations and working
capital requirements and assumptions regardin@tmpany’s mineral properties.
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Actual results may differ materially from those mntly anticipated due to a number of factors idiig, but not limited to,
general economic conditions, the geology of mingnalperties, exploration results, commodity mar&enditions, the
Company’s ability to generate sufficient cash fldwesm operations and financing to support genepalrating activities and
capital expansion plans, and laws and regulatiowischianges thereto that may affect operations,otimer factors beyond
the reasonable control of the Company.

Additional information on factors that may affect the business and financial results of the Company can be found in filings of
the Company with the British Columbia Securities Commissions on www.sedar.com

PRESIDENTS MESSAGE

The Management team would like to thank the shadeh® for their support in the company’s questdiscovering a major
deposit. Management's goal is to pursue differgrgantunities in order to enhance shareholder valligtory Resources
Corp. executed an agreement (the “Reforma Agreéinehereby it has been granted an option to acqaiv®% undivided
interest in the Reforma Mine property, Sinaloa, Mex

The Reforma property formally owned and operatedéfioles, of Mexico is a 6,987 hectare land pacKagated within a
regional northwest trending graben structure whigtends through eastern portion of Sinaloa Statxidéd in the Choix
Mining District.

Management strategy and primary focus will be totiome the development of mineral zones in on théfna property
and to continue to develop/explore other targetshenproperty. The companies’ geological team iy y®sitive regarding
the Reforma property indicating that it has hugeetdky potential.

Victory Resources Corp. has completed a 55.4-kitoengeochemical survey on the Reforma mine vicinigluding the
Reforma South vicinity 1.5 km south of the Reformie and the Chapote copper/gold zone vicinity kwoto the west of
the Reforma mine. A total of 554 samples have ksdmmitted to ALS Chemex De Mexico SA's laborataryHiermosillo.
The company is currently awaiting results.

In conjunction with the geochemical survey, fouardond drill holes have been completed south ofReéorma mine
mineralized zone. The goal of this initial drillingas to investigate at depth the southerly extensib the Reforma
mineralized zone and its possible extension tovthedReforma South zone. Drill core samples haven lsemitted and
assay results are expected shortly.

Formerly operated by Pefioles, historical documshtsv that between the years 1968 to 1980, the Refonine processed
1.8 million tonnes of complex ore grading an avera§91.62 grams per tonne silver, 1.90 per cead,|&.44 per cent zinc
and 0.63 per cent copper. This recorded produeti@urrent metal prices would be worth over US$604,000.

Equipment ion sitefor thepurpose of pumping the Reforma main adit as wethasReforma South underground workings,
preparatory to underground rehabilitation and diadhdrilling. The purpose of this drill program sihvestigate geological
extensions of known mineralized zones as well aisestigate the grade of pillars left from prewgomining. A Surface
Drill program has also commenced to with the olijecio further test Reforma Extension zones.
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