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To the Shareholders of
Terra Nova Gold Corp.

We have audited the balance sheets of Terra Nova Gold Corp. as at July 31, 2007 and 2006, and the statements of operations
and deficit, and cash flows for the years then ended. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at July 31,
2007 and 2006, and the results of its operations and its cash flows for the years then ended in accordance with Canadian generally
accepted accounting principles.

Vancouver, Canada “Morgan & Company”
November 26, 2007 Chartered Accountants
Tel: (604) 687-5841 MEMBER OF P.O. Box 10007 Pacific Centre

Fax: (604) 687-0075 .ﬁ 9 Suite 1488 - 700 West Georgia Street
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TERRA NOVA GOLD CORP.
BALANCE SHEETS

AS AT JULY 31,
2007 2006
ASSETS
Current
Cash and cash equivalents $ 1,203,332 % 40,687
Receivables 5,262 1,275
Prepaid expenses - 2,500
1,208,594 44,462
Equipment (Note 5) - 11,443
Deferred acquisition costgNote 6) 20,420 -
$ 1,229,014 $ 55,905
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities $ 42,182 $ 9,578
Shareholders' equity
Capital stock (Note 8) 16,136,526 14,832,478
Contributed surplus (Note 8) 691,152 532,306
Deficit (15,640,84p _(15,318,45Y
1,186,832 46,327
$ 1,229,014 $ 55,905
Nature and continuance of operationgNote 1)
Subsequent evenf{Note 14)
On behalf of the Board:
“William P. McLucas” Director “Thomas Allen” Direor

The accompanying notes are an integral part oktfimancial statements.



TERRA NOVA GOLD CORP.
STATEMENTS OF OPERATIONS AND DEFICIT
YEAR ENDED JULY 31,

2007 2006
EXPENSES
Administration fees $ 31,250 $ 46,500
Amortization 2,610 5,239
Directors fees - 16,000
Filing and transfer agents fees 13,458 12,820
Management fees 60,000 41,829
Office and miscellaneous 17,176 22,246
Professional fees 24,845 16,371
Property investigation costs - 38,033
Rent 15,000 33,262
Shareholder communications 22,556 5,173
Stock-based compensation (Note 10) 108,350 80,333
Telephone and communication 3,175 5,905
Travel and related costs 30,277 6,445
Loss before other items (328,697 (330,156
OTHER ITEMS
Interest income 15,141 3,711
Write-off of equipment (8,833 -
6,308 3,711
Loss for the year (322,389) (326,445)
Deficit, beginning of year (15,318,45y _(14,992,01»
Deficit, end of year $(15,640,846) $(15,318,457)
Basic and diluted loss per common share $ (0.01) $ (0.01)
Weighted average number of common shares outstandin 28,379,283 23,508,050

The accompanying notes are an integral part oktfirancial statements.



TERRA NOVA GOLD CORP.
STATEMENTS OF CASH FLOWS
YEAR ENDED JULY 31

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the year (322,389) $  (326,445)
Items not affecting cash:
Amortization 2,610 5,239
Stock-based compensation 108,350 80,333
Write-off of equipment 8,833 -
Change in non-cash working capital items:
Decrease (increase) in receivables (3,987) 4,246
Decrease in exploration advances - 7,102
Decrease (Increase) in prepaid expenses andittepos 2,500 4,367
Increase (decrease) in accounts payable andeattabilities 32,604 (5,869
Net cash used in operating activities (171,479 (231,019
CASH FLOWS FROM INVESTING ACTIVITIES
Deferred acquisition costs (20,420) -
Acquisition of equipment - (4006
Net cash used in investing activities (20,420 (1,474,985
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of common shares 1,450,000 -
Share issuance costs (95,456 -
Net cash provided by financing activities 1,354,544 -
Change in cash and cash equivalents during the year 1,162,645 (231,425)
Cash and cash equivalents, beginning of year 40,687 272,112
Cash and cash equivalents, end of year 1,203,332 $ 40,687

Supplemental disclosure with respect to cash flow@®ote 11)

The accompanying notes are an integral part oktfinancial statements.



TERRA NOVA GOLD CORP.
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2007 AND 2006

1. NATURE AND CONTINUANCE OF OPERATIONS

The Company is a public company incorporated uritler British Columbia Business Corporations ActheT
Company’s shares are listed on the TSX Venture &xgé and the Frankfurt Stock Exchange. The Conipany
principal business is the acquisition and exploratf mineral properties.

These financial statements have been preparedcdordance with Canadian generally accepted acaaunti
principles with the assumption that the Company bel able to realize its assets and dischargéaitdities in the
normal course of business rather than through eegsoof forced liquidation. Continued operatiohthe Company
are dependent on the Company's ability to acquitedevelop new mineral properties, receive contniirgancial
support, complete public equity financings, or gatesprofitable operations in the future.

These financial statements do not include any sadfjents relating to the recoverability and clasaifon of
recorded asset amounts and classification of iisdsilthat might be necessary should the Companyriadle to
continue in existence.

2007 2006
Deficit $ (15,640,846) $ (15,318,457)
Working capital 1,166,412 34,884

2. SIGNIFICANT ACCOUNTING POLICIES
Use of estimates
The preparation of financial statements in acaocdawith Canadian generally accepted accountingciples
requires management to make estimates and assustiat affect the reported amount of assets abdifies and
disclosure of contingent assets and liabilitieghat date of the financial statements and the regosimount of
revenues and expenses during the year. Actudtsesuld differ from these estimates.

Cash and cash equivalents

Cash and equivalents consist of cash and highlydiinvestments that are readily convertible iknown amounts
of cash and which are subject to an insignificéait of change in value.

Equipment

Equipment is recorded at cost less accumulatedtamaiion. Amortization is calculated using thdldwing rates
and methods:

Computer hardware 30% declining balance
Computer software 100% declining balance
Office equipment and furniture 20% declining bakan



TERRA NOVA GOLD CORP.
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2007 AND 2006

2. SIGNIFICANT ACCOUNTING POLICIES (contd...)
Deferred acquisition costs

Costs such as legal, accounting, due diligencenspship and filing fees related to potential besgrand asset
acquisitions are deferred and applied towards d¢isé @f the acquisition when completed. Such castexpensed if
the potential acquisition is no longer consideridble by management.

Mineral properties and deferred exploration costs

All costs related to the acquisition, exploratamd development of mineral properties are capédlizy property. If
economically recoverable ore reserves are deve]opegultalized costs of the related property ardassified as
mining assets and amortized using the unit of prido method. When a property is abandoned, &ted costs
are written off to operations. If, after managem@view, it is determined that the carrying amoahtn mineral
property is impaired, that property is written dowmits estimated net realizable value. A mingraiperty is
reviewed for impairment whenever events or chamgefrcumstances indicate that its carrying amauay not be
recoverable.

The amounts shown for mineral properties do noessarily represent present or future values. rfheoverability
is dependent upon the discovery of economicallpverable reserves, the ability of the Company ttaiobthe
necessary financing to complete the developmeudt fatire profitable production or proceeds from dligposition
thereof.

Asset retirement obligations

Asset retirement obligations require recognitiéra éegal liability for obligations relating to iegment of property,
plant and equipment, and arising from the acquoisjticonstruction, development or normal operatibrihose
assets. Such asset retirement costs must be ieedgit fair value in the period in which it is imoed, added to the
carrying value of the asset, and amortized intonme on a systematic basis over its useful life.

As at July 31, 2007 and 2006, no provision has lmeade for asset retirement obligations.

Foreign currency

Transactions in foreign currencies are translateites prevailing on the dates of the transactidonetary assets
and liabilities denominated in foreign currenciesd been translated into Canadian dollars at tbhagge rate in
effect at the balance sheet date. Any gains gelsn currency translation adjustments are chaogepgerations.
Stock-based compensation

The Company uses the fair value method of accogiritinall stock-based compensation. The Compatignates

the fair value at the date of grant using the BlSckoles option pricing model. Any considerati@idpby the
option holders to purchase shares is creditedfitatstock.



TERRA NOVA GOLD CORP.
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2007 AND 2006

2. SIGNIFICANT ACCOUNTING POLICIES (contd...)
Future income taxes

Future income taxes are recorded for using thetamsd liability method whereby future income tasets and
liabilities are recognized for the future tax camsences attributable to differences between trenéial statement
carrying amounts of existing assets and liabiliied their respective tax bases. Future tax aasetsiabilities are
measured using enacted or substantively enactadties expected to apply when the asset is reabzée liability

settled. The effect on future tax assets andliligsi of a change in tax rates is recognized goime in the period
that substantive enactment or enactment occursthd@xtent that the Company does not consider litet more
likely than not that a future tax asset will beaeered, it provides a valuation allowance agaimstexcess.

Loss per share

The Company uses the treasury stock method to wiemime dilutive effect of options, warrants anchikar

instruments. Under this method the dilutive effeot loss per common share is recognized on theofidhe

proceeds that could be obtained upon exercise tdrapp warrants and similar instruments. It assuithat the
proceeds would be used to purchase common shatfes average market price during the period. Bdubss per
common share has not been presented separatélg asltulation proved to be anti-dilutive.

Basic and diluted loss per common share is cakdlasing the weighted average number of sharegamating
during the year.

Comparative figures

Certain comparative figures have been reclassifiesbnform with the current year's presentation.

3. CHANGE IN ACCOUNTING POLICY

During the year ended July 31, 2007, as describatbte 2, the Company now capitalizes all exploratosts
related to the exploration and development of naihproperties. The Company previously charged aagibn

expenditures to operations in the period in whigdytwere incurred until such time as it has bedardened that a
property had economically recoverable reserveshich case subsequent exploration costs and ths icmsirred to
develop a property would be capitalized. The clkahgd no effect to the opening deficit or prior ryBaancial

statements.

4, FINANCIAL INSTRUMENTS

The Company's financial instruments consist ohcaisd cash equivalents, receivables, and accoaytbfe and
accrued liabilities. It is management's opinioattthe Company is not exposed to significant irsieoe credit risks
arising from these financial instruments. The faitues of these financial instruments approxinta&r carrying
values, unless otherwise noted.



TERRA NOVA GOLD CORP.
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2007 AND 2006

5. EQUIPMENT
2007 2006
Accumulated Net Book Accumulated Net Book
Cost  Amortization Value Cost  Amortization Value
Computer
hardware $ - $ - % - $ 6,889 $ 3,671 $ 3,218
Computer
Software - - - 16,973 16,973 -
Office equipment
And furniture - - - 26,418 18,193 8,225
$ - $ - $ - $ 50,280 $ 38,837 $ 11,443

During the year ended July 31, 2007, the Compamytesoff all of its equipment. As a result, the Gamy
recorded a write-off of equipment totalling $8,334.

6. DEFERRED ACQUISITION COSTS

During the year ended July 31, 2007, the Compacyried $20,420 of consulting and legal costs imeation with
an option agreement completed subsequent to JUBORY to earn up to a 100% interest in certairenaihclaims in
Quebec, Canada (Note 14).

7. RELATED PARTY TRANSACTIONS

Amounts due to related parties are non-interestitigand without specific terms of repayment. Thléowing is a
summary of the related party transactions that weduthroughout the year ended July 31, 2007:

a) Paid or accrued management fees of $60,00® (2$81,829) to companies with directors in common;
b) Paid or accrued directors fees of $Nil (2006 - $06) to directors or companies controlled by dest
c) Paid or accrued rent of $15,000 (2006 - $33,262)¢company with a director in common;

d) Paid or accrued legal fees of $3,351 (2006 - $&tilj deferred acquisition costs of $5,423 (2006 )$Nika law
firm of which a director is a partner;

e) Paid or accrued geological technical services oil $006 - $9,225) to a company controlled by anfer
director.

As at July 31, 2007, accounts payable included 886 (2006 - $Nil) owing to a company with a dimecin
common.

Related party transactions are in the normal @af®perations and are measured at the exchangengmvhich is
the amount of consideration established and agceby the related parties.



TERRA NOVA GOLD CORP.
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2007 AND 2006

8. CAPITAL STOCK AND CONTRIBUTED SURPLUS
Capital Stock
Number Contributed
of Shares Amount Surplus
Authorized
Unlimited common shares without par value
Issued
Balance as at July 31, 2005 and 2006 23,508,050 143832,478 $ 532,306
Private placements 14,500,000 1,450,000
Share issuance costs - (145,952) 50,496
Stock-based compensation - - 108,350
Balance as at July 31, 2007 38,008,050 $ 16,286,5 691,152

During the current year, the Company issued 120080units, each unit consisting of one commoneslaad one
common share purchase warrant, at $0.10 per wnitgross proceeds of $1,275,000. Each warrantienthe
holder to purchase one additional common sharegpetea of $0.15 per share until March 21, 2009.

During the current year, the Company issued 1, T&Dihits, each unit consisting of one common shak one
common share purchase warrant, at $0.10 per onigrbss proceeds of $175,000. Each warrant esititle holder
to purchase one additional common share at a pfi§6.15 per share until April 20, 2009.

The Company incurred total issuance costs on thetprplacements of $145,952. Of these costs,4$85was
incurred in cash and $50,496 was incurred throdmhissuance of 735,000 warrants to finders. Eaalramt
entitles the holder to purchase one common shateed€ompany at a price of $0.10 per share untiickl1, 2008.
The fair values of the finders’ warrants were $0p@F warrant and were determined based on the EBabbkles
option pricing model assuming no expected dividesuad the following weighted-average assumption£6.&87%
expected stock price volatility, a 3.99% risk fieterest rate and a 1 year expected life.

9. STOCK OPTIONS AND WARRANTS
Stock options

The Company has a fixed stock option plan (the¢&tOption Plan”). Under the Stock Option Plarg @ompany
may grant options to directors, officers, employetependent contractors or consultants. The numbeptions
outstanding at any time may not be more than 482@8, The exercise price associated with each gfamptions is
determined by the Company and is subject to thiipelof the TSX Venture Exchange. The maximurmtef
each option’s life is 5 years. As long as the Canypis not classified as a Tier 1 issuer on the T&Xture
Exchange, the options will vest as follows: onedhin the award date, one third 12 months followtmg award
date and one third 24 months following the awairt da



