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material misstatement. An audit includes examiniog a test basis, evidence supporting the amoamds
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TERRA NOVA MINERALS INC.
BALANCE SHEETS

AS AT JULY 31
2010 2009
ASSETS
Current
Cash $ 3,377  $ 142,691
GST/HST recoverable 23,988 4,272
27,365 146,963
Deferred transaction costqNote 12) - 137,792
$ 27,365 $ 284,755
LIABILITIES AND SHAREHOLDERS' (DEFICIENCY) EQUITY
Current
Accounts payable and accrued liabilities (Note 4) $ 949,002 $ 67,745
Shareholders’ (deficiency) equity
Share capital (Note 5) 16,211,526 16,211,526
Contributed surplus (Notes 5 and 6) 890,446 890,446
Deficit (18,023,609) (16,884,962)
(921,637) 217,010
$ 27,365 $ 284,755
Nature of operations and going concerifNote 1)
Subsequent eventgNote 13)
Approved on behalf of the Board of Directors:
“Gunther Roehlig” Director “Willie McLucas” Directo

The accompanying notes are an integral part oktfirancial statements.



TERRA NOVA MINERALS INC.
STATEMENTS OF OPERATIONS, COMPREHENSIVE LOSS AND BEIT
YEARS ENDED JULY 31

2010 2009
EXPENSES
Administration fees $ 46,358 $ 47,219
Filing and transfer agent fees 12,521 16,632
Management fees (Note 4) 240,000 140,000
Office and miscellaneous 4,698 9,162
Professional fees 19,960 68,110
Shareholder communications 11,910 35,994
Stock-based compensation (Note 6) - 80,670
Telephone and communication 4,184 6,549
Travel and related costs 13,639 16,007
Loss before other items (353,270) (420,343)
OTHER ITEMS
Interest income 38 5,788
Write-off of mineral property (Note 3) - (254,550)
Write-off of deferred transaction costs (Note 12) (785,415) -
(785,377) (248,762)
Net loss and comprehensive loss for the year (1,138,647) (669,105)
Deficit, beginning of the year (16,884,962)_ (16,215,857)

Deficit, end of year

$ (18,023,609)$ (16,884,962)

Basic and diluted loss per common share

$ (0.03) $

(0.02)

Weighted average number of common shares outstandjn- basic and diluted

38,689,868

38,689,868

The accompanying notes are an integral part oetfirancial statements.



TERRA NOVA MINERALS INC.
STATEMENTS OF CASH FLOWS
YEARS ENDED JULY 31

2010 2009
Cash flows provided by (used in):
Operating activities
Net loss for the year $ (1,138,647)$  (669,105)
Items not involving cash:
Stock-based compensation - 80,670
Write-off of mineral property - 254,550
Write-off of deferred transaction costs 785,415 -
Changes in non-cash working capital items:
(Increase) Decrease in amounts receivable (19,716) 10,242
Decrease in prepaid expenses - 9,146
Increase (Decrease) in accounts payable andexttiabilities 259,676 (3,976)
(113,272) (318,473)
Investing activities
Mineral property costs - (56,482)
Deferred transaction costs (26,042) (88,327)
(26,042) (144,809)
Decrease in cash (139,314) (463,282)
Cash, beginning of year 142,691 605,973
Cash, end of year $ 3,377 $ 142,691

Supplemental disclosures with respect to cash flowlote 8)

The accompanying notes are an integral part oetfirancial statements.



TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

1. NATURE OF OPERATIONS AND GOING CONCERN

Terra Nova Minerals Inc. (the “Company”) is a pabtompany incorporated under the British ColumBigsiness
Corporations Act. The Company’s shares are listethe TSX Venture Exchange and the Frankfurt Sexdhange.
The Company'’s principal business is the acquisiéind exploration of mineral properties.

These financial statements have been preparedjom@ concern basis which assumes that the Compiirye able to
realize its assets and discharge its liabilitieh@&normal course of business for at least twelgaths from the balance
sheet date. The continuing operations of the Compaie dependent upon its ability to raise adeqfiagacing to
acquire and explore mineral properties, and to cenua profitable operations in the future. To déte,Company has
not generated any significant revenues.

During fiscal 2010, the Company elected not to peatwith a proposed business acquisition (Noterd)lting in a
write-off of related costs totalling $785,415. T@empany incurred losses of $1,138,647 and $669%1@®10 and
2009, respectively and expects to incur lossedHerforeseeable future. As of July 31, 2010 then@any had no
mineral properties under contract and its workimpial and shareholders’ deficiency had each deerkao a
deficiency of $921,637. The operations of the Camyd@ave primarily been funded by the issuance airoon shares.
Management’s plan is to secure additional fundsubh future equity financings, which may be unald# or
unavailable on reasonable terms. Refer to Note)lL3 (

These factors raise substantial doubt as to thep@oys ability to continue as a going concern witha new business
plan and additional financing. These financialtesteents do not reflect adjustments to the remaimisgets and
liabilities should the Company cease to be a goonigern. Such adjustments would likely be material

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

These financial statements have been preparedcordence with Canadian generally accepted accauptiimciples
(“GAAP") and are presented in Canadian dollars.

Use of estimates and assumptions

The preparation of financial statements in confoymwith GAAP requires management to make estimated
assumptions that affect the reported amount oftsiss®l liabilities and disclosure of contingentetssnd liabilities at
the date of the financial statements and the redamount of revenues and expenses during thedpefiotual results
could differ from these estimates. Significant aresguiring the use of management estimates anthasiens relate to
the determination of accrued liabilities and futimeome taxes and assumptions for determiningahevélue of stock-
based payments. Where estimates have been usadcifihresults, as determined by actual eventddadiffer from
those estimates.



TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Mineral properties and deferred exploration costs

All costs related to the acquisition, explorationdalevelopment of mineral properties are capitdlizg property. If
economically recoverable ore reserves are deve|ayagaitalized costs of the related property aréassified as mining
assets and amortized using the units of productiethod. When a property is abandoned, all reledsts are written
off to operations. When a property is placed sdmmercial production, deferred costs will be degglausing the units
of production method.

The Company reviews the carrying value of minerapprties and deferred exploration costs when thegesvents or
changes in circumstances that may indicate impaitmé/here estimates of future cash flows are abkE|laan
impairment charge is recorded if the undiscountedré net cash flows are less than the carryinguaimdeductions
in the carrying value of properties are recordethtextent the net book value of the property eadsehe discounted
value of future cash flows (fair value). Where msties of future cash flows are not available andre/other conditions
suggest impairment, management assesses if carwglug can be recovered and provides for impairnikisb
indicated.

The amounts shown for mineral properties are basedash paid and the value of share considerataodsdo not
necessarily represent present or future valueseir facoverability is dependent upon the discowargconomically
recoverable reserves, the ability of the Companghitain the necessary financing to complete theeldgwment, and
future profitable production or proceeds from tligpdsition thereof.

Although the Company has taken steps to verifg til mineral properties in which it has an interdstse procedures
do not guarantee the Company’s title. Such properiay be subject to prior agreements or transberstle may be
affected by undetected defects.

Asset retirement obligations

The Company recognizes the fair value of a ligbftir an asset retirement obligation in the yeawiich it is incurred
when a reasonable estimate of fair value can beemadhe carrying amount of the related long-liveded is increased
by the same amount as the liability.

Changes in the liability for an asset retirementgaition due to the passage of time will be measlng applying an
interest method of allocation. The amount willreeognized as an increase in the liability and amedion expense in
the statement of operations. Changes resulting fi@visions to the timing or the amount of the imad estimate of
undiscounted cash flows are recognized as an iserea a decrease to the carrying amount of thdlitiabnd the

related long-lived asset.

As at July 31, 2010, the Company does not haveaasgt retirement obligations.



TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of long-lived assets

The Company follows the recommendations of the CHahdbook section 3063, “Impairment of Long LivedsAts”.

Section 3063 establishes standards for recogniniegsuring and disclosing impairment of long-liaessets held for
use. The Company conducts its impairment test ng-lived assets when events or changes in circuntissaindicate
that the carrying amount may not be recoverableindpairment is recognized when the carrying amairan asset to
be held and used exceeds the undiscounted futdreast flows expected from its use and disposathdfe is an
impairment, the impairment amount is measured @suthount by which the carrying amount of the assegeds its fair
value, calculated using discounted cash flows wheried market prices are not available.

Foreign currency translation

The Company’s measurement and reporting currentyei Canadian Dollar. The monetary assets ahilities of the
Company that are denominated in foreign currergfestranslated into Canadian dollars at the raexohange at the
balance sheet date and non-monetary items ardaieasat historical rates. Revenues and expensegamslated at
rates in effect at the transaction date. Exchayaijes and losses arising on translation are indudéhe statement of
operations.

Future income taxes

Future income taxes are recorded using the asskfiaility method whereby future tax assets arabilities are
recognized for the future tax consequences atafidatto differences between the financial staternamying amounts
of existing assets and liabilities and their respecax bases. Future tax assets and liabilaresmeasured using the
enacted or substantively enacted tax rates expéxtepply when the asset is realized or the ligbdettled. The effect
on future tax assets and liabilities of a changexrates is recognized in income in the year shastantive enactment
or enactment occurs. To the extent that the Cogngaas not consider it more likely than not thaitare tax asset will
be recovered, it provides a valuation allowanceresgthe excess.

Stock-based compensation

All stock-based awards made to employees and nqregees are measured and recognized using the -Blelogles
option pricing model based on fair value at thedzftgrant. For employees, the fair value of th&ams is charged
over the vesting period to operations or capitdlite a resource property, with the offsetting dredi contributed
surplus. When the stock options are exercisedafipticable amounts of contributed surplus aresfeared to share
capital. For non-employees, the fair value ofdp&ons is measured on the earlier of the datehathwthe counterparty
performance is complete, the date the performaon@ritment is reached or the date which the equoiyriments are
granted if they are fully vested and non-forfeitabUpon exercise these amounts are transferrgitbi@ capital.

Financial instruments

The Company designated cash as held for tradingtsasmeasured at fair value. Accounts payable amdued
liabilities are designated as other financial lities and measured at amortized cost. Managemnidmat identify any
material embedded derivatives, which require séparcognition and measurement. The Company haavaitable-
for-sale, loans and receivables or held-to-matumggruments during the year ended July 31, 2010.



TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Comprehensive income

The Company adopted CICA Handbook Section 1530mehensive Income”. Section 1530 establishes atdsd
for the reporting and presenting of comprehensiegerine which is defined as the change in equity fi@msaction and
other events from non-owner sources. Other compee income refers to items recognized in comprele income
that are excluded from net loss. As at July 31,028d 2009, the Company had no comprehensive incoress.

Loss per share

Basic loss per share is calculated using theasst for the year and the weighted-average numbeomimon shares
outstanding during the year. The Company usesr#astry stock method to compute the dilutive effefcbptions,
warrants and similar instruments. Under this metthe dilutive effect on loss per share is recogghian the use of the
proceeds that could be obtained upon exercisetaing warrants and similar instruments. It assuthat the proceeds
would be used to purchase common shares at thagevenarket price during the period. For the ypaesented, this
calculation proved to be anti-dilutive.

Adoption of new accounting standards

Goodwill and Intangible Assets

This new section replaced Section 3062, “Goodwilll ®ther Intangible Assets” and Section 3450, “Rege and
Development Costs”. It establishes standards ®récognition, measurement, presentation and disetoof goodwill
subsequent to its initial recognition and of intitg assets by profit-oriented enterprises. Stadglaroncerning
goodwill are unchanged from the standards includete previous Section 3062.

The Company adopted this standard effective Augu2009, on a prospective basis with no restatewfgmtior period
financial statements. Management adopted thisstemdard with no material impact on the financiatesnents of the
Company or its business.

Financial instruments — disclosures

CICA Handbook Section 3862, “Financial instrumentslisclosures” was amended to require disclosuraitathe
inputs used in making fair value measurementsudint their classification within a hierarchy thaioritizes their
significance. The three levels of the fair valierérchy are:

Level 1 — Unadjusted quoted prices in active marka identical assets or liabilities;
Level 2 — Inputs other than quoted prices thabéservable for the asset or liability either digot indirectly; and
Level 3 — Inputs that are not based on observahidet data.

See Note 9 for relevant disclosures.



TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recent accounting pronouncements

International Financial Reporting Standards (“IFRB”

In February 2008, the Canadian Accounting StandBadsd announced that 2011 is the changeover datgublicly-

listed companies to use IFRS, replacing Canadars gemerally accepted accounting principles. The @afor interim
and annual financial statements relating to figealrs beginning on or after January 1, 2011. Téwesttion date of the
Company will be August 1, 2011 and will require testatement for comparative purposes of amouptsrted by the
Company for the year ended July 31, 2011. The @Gomgontinues to monitor and assess the impactaofdian
GAAP and IFRS.

Business Combinations

In January 2009, the CICA issued Handbook Sectida@? “Business Combinations”, 1601 “ConsolidatedaRcial
Statements” and 1602 “Non-controlling Interests” ichh replace CICA Handbook Sections 1581 “Business
Combinations” and 1600 “Consolidated Financial Stants”. Section 1582 establishes standards foat¢heunting
for business combinations that is equivalent toliisiness combination accounting standard unde®IMRction 1601
together with Section 1602 establishes standardfiéopreparation of consolidated financial statetmerhese Sections
are applicable for interim and annual consoliddieaincial statements for fiscal years beginninguday 1, 2011. Early
adoption of these Sections is permitted and aflelgections must be adopted concurrently.

3. MINERAL PROPERTY

During the year ended July 31, 2008, and as andeddeng the year ended July 31, 2009, the Compatgred into an
option agreement to acquire up to a 100% interestertain claims on the Pegma Lake Project in Queianada.
Pursuant to the terms of the agreement, the Compait/ $75,000 and issued 681,818 common sharesd/alt
$75,000 and was required to incur exploration cos%&300,000 on or before June 29, 2009 to acquRB% interest in
the property.

As at July 31, 2009, the Company had incurredteddil acquisition costs totalling $55,899 and defe exploration
costs of $46,991 relating to geologist consultiegst The Company abandoned the property durin@@n®8 fiscal
year and wrote-off accumulated costs totalling $25@.

4, RELATED PARTY TRANSACTIONS
During the year ended July 31, 2010, the Compatsred into the following transactions with relagetties:

a) Paid or accrued management fees of $240,0009(208140,000) to a company with a director in commo
Management fees of $20,000 were accrued to thigpaowin August 2010 and the management contract was
subsequently terminated.

b) Paid or accrued legal fees of $3,796 (2009 — $98,38ineral property costs of $Nil (2009 - $3,1@hp deferred
transaction costs of $468,949 (2009 - $Nil) tova fiam of which a former director is a partner.

These transactions were in the normal course efatipns and were measured at the exchange anehioh was the
amount of consideration established and agreeg thebrelated parties.

At July 31, 2010$696,566 (2009 - $1,400) was owing to companies withirector in common and to a law firm of
which a former director is a partner and is inchliite accounts payable and accrued liabilities. Ants due to related
parties are non-interest bearing, unsecured ane mavixed terms of repayment.



TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

5. SHARE CAPITAL

Number Contributed
of Shares Amount Surplus
Authorized
Unlimited common shares without par value
Issued
Balance as at July 31, 2008 38,689,868 $ 116526 $ 809,776
Stock-based compensation - - 80,670
Balance as at July 31, 2010 and 2009 38,689,868 16,211,526 $ 890,446

6. STOCK OPTIONS AND WARRANTS
Stock options

The Company has a stock option plan (the “Stockdd®lan”). Under the Stock Option Plan, the Compaay grant
options to directors, officers, employees, dependentractors or consultants. The number of optiontstanding at
any time may not be more than 10% of the issuedbatgtanding shares of the Company. The exercise associated
with each grant of options is determined by the Gany and is subject to the policies of the TSX emtExchange.
The maximum term of each option’s life is 5 yeasss long as the Company is not classified as a Tiessuer on the
TSX Venture Exchange, the options will vest: oriedtbbn the award date, one third 12 months follgntime award date
and one third 24 months following the award date.

During the year ended July 31, 2009, a total d,680 was expensed for previously granted stoclooptover the
period of vesting and recognized as stock-basegensation expense and credited to contributed irprhere were
no stock options granted during the year ended3L2010.

The following stock options were outstanding ay Bi, 2010:

Number Exercise Price Expiry Date

150,000 $0.13 June 13, 2012 (subsequently forfeited
1,500,000 0.14 June 13, 2012
1,650,000

Stock option transactions are summarized as follows

Weighted

Average

Number Exercise

of Warrants Price
Balance, July 31, 2008 3,050,000 $ 0.14

Forfeited (300,000) 0.13
Balance, July 31, 2009 2,750,000 0.14

Forfeited (1,100,000) 0.13
Balance, July 31, 2010 1,650,000 0.14

Number of options exercisable at July 31, 2010 50,600 $ 0.14




TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

6. STOCK OPTIONS AND WARRANTS (Continued)
Warrants
The Company had no warrants outstanding at Jyl@310.

Warrant transactions and the number of warrantsarenarized as follows:

Weighted
Average
Number Exercise
of Warrants Price
Balance, July 31, 2008 14,500,000 $ 0.15
Expired (14,500,000) 0.15
Balance, July 31, 2010 and 2009 - 3% -
7. INCOME TAXES
2010 2009
Expected income tax recovery at 29% (2009 — 30%) $330,000) $ (202,000)
Non-deductible items - 24,000
Future income tax expense resulting from changaximate 110,000 -
Unrecognized tax benefits 220,000 178,000
$ - $ -
The significant components of the Company’s fuinoeme tax assets are as follows:
2010 2009
Non-capital losses $ 778,000 $ 586,000
Mineral properties and deferred exploration costs 2,200,000 2,288,000
Capital assets 13,000 13,000
Share issuance costs 5,000 12,000
2,996,000 2,899,000
Valuation allowance (2,996,000) (2,899,000)
Net future tax assets $ - $ -

The Company has non-capital losses of approxim&®ly million which may be available to offset ftgdlincome for
income tax purposes which commence expiring in 2@&(bject to certain restrictions, the Company &ls® resource
expenditures of approximately $8.8 available taupedtaxable income in future years. Future tavebin which may
arise as a result of these losses and resourcediipes have not been recognized in these finkstaégements and
have been offset by a valuation allowance.



TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

8. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLO WS
2010 2009
Cash paid during the period for interest $ - $ -
Cash paid during the period for income taxes $ - $ -

The significant non-cash transactions during ther yanded July 31, 2010 was the accrual of defdreetsaction costs
of $621,581 included in accounts payable and addiabilities.

The significant non-cash transaction during ther ynded July 31, 2009 was the accrual of defdregsaction costs of
$49,465 included in accounts payable and accraédities.

9. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
Fair Values

The fair values of cash (level 1) and accounts Ipleyand accrued liabilities (level 3) approximateit book values
because of the short-term nature of these instrtamen

(a) Financial Risk Management

The Board of Directors has overall responsibilioy the establishment and oversight of the Companigle
management framework. The Company considers theufitions of financial markets and seeks to mingmiz
potential adverse effects on financial performance.

(b) Financial Instrument Risk Exposure

The Company is exposed in varying degrees to @tyaof financial instrument related risks. The Bbapproves
and monitors the risk management process.

Credit Risk

Credit risk is the risk of a financial loss to tB®mpany if a counterparty to a financial instrumgzils to meet its
contractual obligation. The Company’s exposurertalit risk includes cash and receivables. The Compaduces its
credit risk by maintaining its bank accounts agéainternational financial institutions. The Companreceivables
consist primarily of tax receivables due from fedegovernment agencies. The maximum exposuredditcrisk is
equal to the fair value or carrying value of theaficial assets.

Liquidity Risk

Liquidity risk is the risk that the Company will hbe able to meet its obligations as they beconee @ihe Company’s
approach is to ensure that it will have sufficibaqidity to meet its liabilities when due, undestb normal and stressed
circumstances. The Company manages liquidity hstugh the management of its capital structureusigned in Note
10 to the audited financial statements. As desdrilmeNote 1, the Company has a working capital aieficy of
$921,637 including accounts payable and accruddlifias in the amount of $949,002. Subsequentdaryend, the
Company announced a private placement to raise #f,000,000 (Note 13 (c)).



TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

10.

11.

12.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT  (Continued)
Fair Values (Continued)

Market risk
Market risk is the risk of loss that may arisenfrehanges in market factors such as interest rite=ign exchange
rates, and commaodity and equity prices. Such fatains may be significant.

() Interest rate risk
The Company has cash balances and no intereshpagbt. The Company’s current policy is to investess
cash in investment-grade short-term deposit cestdis issued by its banking institutions. The Campa
periodically monitors the investments it makes esrshtisfied with the credit ratings of its banks.

(b) Foreign currency risk
The Company is not exposed to foreign currencyaisfluctuations in exchange rates.

(c) Price risk
The Company is exposed to price risk with respectommaodity and equity prices. Equity price riskdiefined as
the potential adverse impact on the Company’s egsndue to movements in individual equity priceggeneral
movements in the level of the stock market. Comuyopliice risk is defined as the potential adverspact on
earnings and economic value due to commodity priogements and volatilities. The Company closely oo
commodity prices of gold and other precious ancatastals, individual equity movements, and thelstoarket to
determine the appropriate course of action to kerntdy the Company.

CAPITAL MANAGEMENT

The capital structure of the Company consists afitgcattributable to common shareholders, compgisirf issued
capital, contributed surplus. The Company’s obyesiwhen managing capital are to: (i) preservetahgii) obtain the
best available net return, and (iii) maintain lidjty.

The Company manages the capital structure and naalfastments to it in light of changes in econoovadition and

the risk characteristics of the underlying asseEtsmaintain or adjust the capital structure, thenfany may attempt to
issue new shares, issue new debt, acquire or dispoassets or adjust the amount of cash and epshadents and
investments. The Company is not subject to extBriraposed capital restrictions.

SEGMENTED INFORMATION

The Company operates in one business segment theirsgquisition and exploration of mineral propestin Canada.

WRITE-OFF OF DEFERRED TRANSACTION COSTS

During the year ended July 31, 2009, the Compaunlydmered into a support agreement (the “Supporéément”),
with Australian Energy Company Limited (“AEC”), amlisted Australian public company, pursuant to alhthe
Company had agreed to acquire (the “Bid Acquistjicall of the issued and outstanding ordinary shané AEC
through a takeover conducted under Australian law.



TERRA NOVA MINERALS INC.
NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED JULY 31, 2010 and 2009

12. WRITE-OFF OF DEFERRED TRANSACTIONS COSTS (Continued)

On termination of the proposed transaction, the @omg had incurred $785,415 (July 31, 2009 - $13),#9deferred
transaction costs towards the completion of thaiiagtpn. As at July 31, 2010, the Company wrofietloe deferred
transaction costs to operations.

13. SUBSEQUENT EVENTS

Subsequent to July 31, 2010, the Company entetedha following transactions:

a.

an option agreement dated October 8, 2010 with Aulfletal Corp. (“August”, TSXV - AGP) to acquire a
50% interest in its El Capitan Property locatedvamcouver Island, British Columbia. To exercise ¢iption,
the Company is required to pay August $30,000 ogulegory approval, incur at least $1,500,000 in
expenditures on the El Capitan Property over aopgeof three years, including a minimum of $250,0§Che
end of 2011, and make an additional $1,000,000 payto August on or before October 31, 2013. A ¥¥% n
smelter returns royalty has been granted by Augusste original property vendor, which may be pasgd for
$1,500,000;

announced that it intends to seek approval forrsalidation of its common shares on a 1 (new) &b Xold)
shares basis and a consequent change of name Gfothpany. Post-consolidation, the Company will have
approximately 2,865,916 shares issued and outstgndihis transaction remains subject to regulatory
approval; and

announced a private placement of up to 40,0@0100ts at a price of $0.05 per unit, each unitststing of

one post-consolidation share of the Company andvament to buy one additional post-consolidatibare of

the Company for $0.10. Proceeds of the privategpiemt will be used to pay for the option paymert an
work program in respect of the El Capitan Propeatyd to provide the Company with working capitahder’s

fees will be paid pursuant to TSX policies and tations. The private placement is subject to reignja
approval.



