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Report of Independent Registered Chartered Accountants  Te!: 604-669-4466

Fax: 604-685-0395
www.deloitte.ca

To the Board of Directors and Shareholders of
Almaden Minerals Ltd.

We have audited the accompanying consolidated balance sheets of Almaden Minerals Ltd. (an exploration stage
company) and subsidiaries (the “Company”) as at December 31, 2007 and 2006, and the related consolidated
statements of loss, comprehensive loss, shareholders’ equity and cash flows for each of the three years in the period
ended December 31, 2007 and the cumulative period from incorporation, September 25, 1980 to December 31,
2007. 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 and the standards of
the Public Company Accounting Oversight Board (United States). These standards require that we plan and
perform the audit to obtain reasonable assurance about 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. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position
of Almaden Minerals Ltd. and subsidiaries as at December 31, 2007 and 2006, and the results of their operations
and their cash flows for each of the three years in the period ended December 31, 2007 and the cumulative period
from incorporation, September 25, 1980 to December 31, 2007 in accordance with Canadian generally accepted
accounting principles.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the Company’s internal control over financial reporting as of December 31, 2007, based on the
criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated March 19, 2008, expressed an unqualified opinion
on the Company’s internal control over financial reporting.

Leloc e § Towche LLP

Independent Registered Chartered Accountants
Vancouver, Canada
March 19, 2008

Comments by Independent Registered Chartered Accountants on
Canada - United States of America Reporting Difference

The standards of the Public Company Accounting Oversight Board (United States) require the addition of an
explanatory paragraph (following the opinion paragraph) when there are changes in accounting principles that have
a material effect on the comparability of the Company’s financial statements, such as the changes described in
Note 3 to the consolidated financial statements. Our report to the Board of Directors and Shareholders, dated
March 19, 2008, is expressed in accordance with Canadian reporting standards which do not require a reference to
such changes in accounting principles in the auditors’ report when the change is adequately disclosed in the
financial statements.

Leloc e § Towche LLP

Independent Registered Chartered Accountants
Vancouver, Canada
March 19, 2008

Member of
Deloitte Touche Tohmatsu
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To the Board of Directors and Shareholders
of Almaden Minerals Ltd.

We have audited the internal control over financial reporting of Almaden Minerals Ltd. (an exploration
stage company) and subsidiaries (the “Company”) as of December 31, 2007, based on the criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Company’s management is responsible for maintaining
effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Report of Management on Internal
Controls over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal
control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective internal control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision
of, the company’s principal executive and principal financial officers, or persons performing similar
functions, and effected by the company’s board of directors, management, and other personnel to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A
company’s internal control over financial reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud may
not be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of
the internal control over financial reporting to future periods are subject to the risk that the controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Member of
Deloitte Touche Tohmatsu
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In our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2007, based on the criteria established in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with Canadian generally accepted auditing standards and the
standards of the Public Company Accounting Oversight Board (United States), the consolidated financial
statements as of and for the year ended December 31, 2007 of the Company and the cumulative period
from incorporation, September 25, 1980 to December 31, 2007 and our report dated March 19, 2008,
expressed an unqualified opinion on those financial statements and included a separate report titled
Comments by Independent Registered Chartered Accountants on Canada-United States of America
Reporting Difference referring to changes in accounting principles.

Deloc e § Towcke LLP

Independent Registered Chartered Accountants
Vancouver, Canada
March 19, 2008
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Almaden Minerals Ltd.

(An exploration stage company)

Consolidated balance sheets
as at December 31,

(Expressed in Canadian dollars)

2007 2006
$ $
Assets
Current assets
Cash and cash equivalents 14,548,760 18,796,956
Accounts receivable and prepaid expenses 528,095 600,413
Marketable securities (Note 4) 2,646,959 1,319,142
Inventory (Note 5) 274,768 274,768
Total current assets 17,998,582 20,991,279
Property, plant and equipment (Note 6) 1,045,100 1,246,805
Investment (Note 7) 1,409,929 -
Reclamation deposit 81,500 76,500
Mineral property deposit (Note 8 (k) (iv)) 585,893 -
Mineral properties (Note 8) 6,848,635 6,404,978
Total assets 27,969,639 28,719,562
Liabilities
Current liabilities
Accounts payable and accrued liabilities 203,797 369,250
Mineral taxes payable (Note 17 (a)) 379,653 379,653
Total current liabilities 583,450 748,903
Asset retirement obligation (Note 10) 124,036 -
Total liabilities 707,486 748,903
Shareholders' equity
Share capital
Authorized
Unlimited number of common shares without par value
Issued (Note 9)
44,469,638 shares - December 31, 2007
43,624,255 shares - December 31, 2006 48,226,402 46,655,822
Contributed surplus 4,322,284 4,081,471
Accumulated other comprehensive loss (828,479) -

Deficit, accumulated during the exploration stage

(24,458,054)

(22,766,634)

Total shareholders' equity

27,262,153

27,970,659

Total liabilities and shareholders' equity

27,969,639

28,719,562

Nature of operations (Note 1)
Commitments and contingencies (Note 17)

On behalf of the Board

Duane Poliquin, Director

See accompanying notes to the consolidated financial statements.

James E. Mclnnes, Director
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Almaden Minerals Ltd.

(An exploration stage company)

Consolidated statements of loss

(Expressed in Canadian dollars)

Cumulative
amount since
incorporation

September 25,

1980 to
December 31, Years ended December 31,
2007 2007 2006 2005
$ $ $ $

Revenue

Interest income 2,205,734 622,668 623,048 94,821

Other income 689,928 129,630 213,883 151,620

2,895,662 752,298 836,931 246,441

Expenses

General and administrative

expenses (Schedule 1) 8,715,257 1,510,290 1,195,495 859,040
General exploration expenses 5,669,441 1,292,578 718,191 829,415
Write-down of interests in
mineral properties 4,056,648 746,873 1,125,334 567,658
Stock option compensation 10,820,900 700,500 2,488,900 213,600
29,262,246 4,250,241 5,527,920 2,469,713
(26,366,584) (3,497,943) (4,690,989) (2,223,272)

Loss on equity investment (Note 7) (146,367) (146,367) - -
Gain on dilution (Note 7) 436,296 436,296 - -
Write-down of marketable

securities (Note 4) (775,230) - (487,110) (170,844)
Income on mineral property

options 3,832,682 1,577,696 527,811 912,795
(Loss) gain on sale of

securities (862,696) 347,188 367,996 115,240
(Loss) gain on sale of property,

plant and equipment (86,371) (90,613) (8,163) 10,995
Foreign exchange (loss) gain (489,784) (317,677) 21,680 (42,369)
Loss before income taxes (24,458,054) (1,691,420) (4,268,775) (1,397,455)
Income tax recovery (Note 16) 1,283,240 642,600 - 302,240
Net loss (23,174,814) (1,048,820) (4,268,775) (1,095,215)
Net loss per share

Basic and diluted (0.02) (0.10) (0.03)
Basic and diluted weighted average

number of shares outstanding 44,214,511 41,351,133 32,078,779

See accompanying notes to the consolidated financial statements.
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Almaden Minerals Ltd.

(An exploration stage company)

Consolidated statements of comprehensive loss

(Expressed in Canadian dollars)

Cumulative

amount since

incorporation

September 25,

1980 to
December 31, Years ended December 31,
2007 2007 2006 2005
$ $ $ $

Net loss (23,174,814) (1,048,820) (4,268,775) (1,095,215)
Unrealized loss on available-for-

sale financial assets arising

during the period (858,416) (858,416) - -
Reclassification adjustment for

gains included in net loss (350,518) (350,518) - -
Other comprehensive loss (1,208,934) (1,208,934) - -
Comprehensive loss (24,383,748) (2,257,754) (4,268,775) (1,095,215)
See accompanying notes to the consolidated financial statements.
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Almaden Minerals Ltd.

(An exploration stage company)

Consolidated statements of shareholders' equity

(Expressed in Canadian dollars)

Accumulated
other
comprehensive
income (loss)
("AOCI"™)

Deficit
accumulated

Gains (losses) during Total
Share capital Contributed on available for exploration AOCI
Shares Amount surplus sale securities stage and deficit Total
$ $ $ $ $ $

Balance, December 31, 2004 31,142,767 25,258,538 1,598,354 - (17,100,404) (17,100,404) 9,756,488
Net loss - - - - (1,095,215) (1,095,215) (1,095,215)
For cash pursuant to private placements 4,206,180 5,673,615 - - - - 5,673,615
For cash on exercise of share purchase warrants 318,250 457,125 - - - - 457,125
For cash on exercise of stock options (including transfer from

contributed surplus of $37,800) 525,300 249,981 (37,800) - - - 212,181
Stock option expense - - 213,600 - - - 213,600
Fair value of warrants granted - - 885,000 - - - 885,000
Renouncement of tax deductibility relating to flow-through shares - - - - (302,240) (302,240) (302,240)
Balance, December 31, 2005 36,192,497 31,639,259 2,659,154 - (18,497,859) (18,497,859) 15,800,554
Net loss - - - - (4,268,775) (4,268,775) (4,268,775)
Stock option expense - - 2,488,900 - - - 2,488,900
Fair value of warrants granted - - 175,115 - - - 175,115
For cash pursuant to private placements 735,153 1,793,298 - - - - 1,793,298
For cash on exercise of share purchase warrants

(including transfer from contributed surplus of $883,000) 5,568,605 11,965,959 (883,000) - - - 11,082,959
For cash on exercise of stock options

(including transfer from contributed surplus of $358,698) 1,128,000 1,257,306 (358,698) - - - 898,608
Balance, December 31, 2006 43,624,255 46,655,822 4,081,471 - (22,766,634) (22,766,634) 27,970,659
Transition adjustment (Note 3) - - - 380,455 - 380,455 380,455
Balance at January 1, 2007 43,624,255 46,655,822 4,081,471 380,455 (22,766,634) (22,386,179) 28,351,114
Net loss - - - - (1,048,820) (1,048,820) (1,048,820)
Comprehensive income (loss) - - - (1,208,934) - (1,208,934) (1,208,934)
Stock option expense - - 700,500 - - - 700,500
Fair value of warrants granted - - 13,000 - - - 13,000
For cash on exercise of share purchase warrants

(including transfer from contributed surplus of $29,713) 58,591 192,150 (29,713) - - - 162,437
For cash on exercise of stock options

(including transfer from contributed surplus of $442,974) 786,792 1,378,430 (442,974) - - - 935,456
Renouncement of tax deductibility relating to flow-through shares - - - - (642,600) (642,600) (642,600)
Balance, December 31, 2007 44,469,638 48,226,402 4,322,284 (828,479) (24,458,054) (25,286,533) 27,262,153
See accompanying notes to the consolidated financial statements. Page 7



Almaden Minerals Ltd.

(An exploration stage company)
Consolidated statements of cash flows

(Expressed in Canadian dollars)

Cumulative
amount since
incorporation

September 25,

1980 to
December 31, Years ended December 31,
2007 2007 2006 2005
$ $ $ $
Operating activities
Net loss (23,174,814) (1,048,820) (4,268,775) (1,095,215)
Items not affecting cash
Future income tax recovery (1,283,240) (642,600) - (302,240)
Loss on equity investment 146,367 146,367 - -
Gain on disposition (436,296) (436,296) - -
Depreciation 1,008,274 218,789 231,413 149,477
Bad debts 91,168 91,168 - -
Loss (gain) on marketable securities 862,696 (347,188) (367,996) (115,240)
Write-down of marketable securities 775,230 - 487,110 170,844
Income on mineral property options (3,148,664) (1,577,696) (527,811) (912,795)
Write-down of interests in mineral
properties 9,857,765 746,873 1,125,334 567,658
Stock-option compensation 5,019,783 700,500 2,488,900 213,600
Loss (gain) on sale of property, plant and
equipment 86,371 90,613 8,163 (10,995)
Other (61,052) - - (64,350)
Changes in non-cash working capital
components
Accounts receivable and prepaid
expenses (610,696) (4,807) (102,883) (284,354)
Accounts payable and accrued liabilities 168,695 (165,453) 182,702 107,414
Mineral taxes payable (669) - - -
(10,699,082) (2,228,550) (743,843) (1,576,196)
Financing activity
Issuance of shares, net of share issue
costs 44,971,091 1,097,893 13,949,980 7,227,921
Investing activities
Cash acquired upon business combination 198,131 - - -
Long-term investment (1,891,315) - - -
Reclamation deposit (5,000) (5,000) 5,000 -
Marketable securities
Purchases (4,486,414) (16,500) (32,500) -
Net proceeds 5,811,207 625,897 806,039 243,940
Property, plant and equipment
Purchases (2,222,253) (173,418) (247,575) (804,146)
Proceeds 130,007 65,720 2,000 -
Mineral property deposit (585,893) (585,893) - -
Mineral properties
Costs (19,045,931) (3,760,334) (2,973,501) (1,459,485)
Gold sales 362,906 - - -
Net proceeds 2,050,604 767,989 70,306 203,310
Incorporation costs (3,298) - - -
(19,687,249) (3,081,539) (2,370,231) (1,816,381)
Net cash inflow (outflow) 14,584,760 (4,212,196) 10,835,906 3,835,344
Cash and cash equivalents, beginning of
period - 18,796,956 7,961,050 4,125,706
Cash and cash equivalents, end of
period 14,584,760 14,584,760 18,796,956 7,961,050

Supplemental cash flow information (Note 12)

See accompanying notes to the consolidated financial statements.
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Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

1. Nature of operations

Almaden Minerals Ltd. (the “Company” or “Almaden”) is in the process of exploring its mineral
properties and has not yet determined whether these properties contain mineral reserves that
are economically recoverable. The recoverability of amounts shown for mineral properties is
dependent upon the establishment of a sufficient quantity of economically recoverable
reserves, the ability of the Company to obtain necessary financing to complete the
development and upon future profitable production or proceeds from the disposition of mineral
properties.

2. Significant accounting policies
These consolidated financial statements have been prepared in accordance with Canadian
generally accepted accounting principles, which in respect of these financial statements are
different in some respects from generally accepted accounting principles in the United States
of America as discussed in Note 18 and include the following policies:

(@ Basis of consolidation

The consolidated financial statements include the accounts of the Company and its
wholly-owned subsidiaries as follows:

Almaden America Inc. Nevada
Republic Resources Ltd. British Columbia
Almaden de Mexico, S.A. de C.V. Mexico
Minera Gavilan, S.A. de C.V. Mexico

Compania Minera Zapata, S.A. de C.V. Mexico

Investments where the Company has the ability to exercise significant influence,
generally where the Company has a 20% to 50% equity interest, are accounted for
using the equity method. Under this method, the Company’s share of the investee’s
earnings or losses is included in operations and its investments therein are adjusted
by a like amount. Dividends received from these investments are credited to the
investment accounts.

The Company’s 30% interest in Tarsis Capital Corp. is recorded using the equity
method.

(b) Foreign exchange
The functional currency of the Company’s subsidiaries has been determined to be the

Canadian dollar. U.S. dollar and Mexican peso denominated amounts in these
financial statements are translated into Canadian dollars on the following basis:

(0] Monetary assets and liabilities - at the rate of exchange prevailing at the year-
end.
(i) Non-monetary assets - at the rates of exchange prevailing when the assets

were acquired or the liabilities assumed.

(iii) Income and expenses - at the rate approximating the rates of exchange
prevailing on the dates of the transactions.

(iv) Gains and losses on translation are credited or charged to operations.

Page 9



Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

2.

Significant accounting policies (continued)

©

(d)

©)

®

Cash and cash equivalents

Cash equivalents include money market instruments which are readily convertible into
cash or have maturities at the date of purchase of less than ninety days. The cash
equivalent at December 31, 2007 is $13,187,392 (2006 - $17,350,666).

Inventory

Inventory is valued at the lower of the average cost of mining and estimated net
realizable value.

Property, plant and equipment

Property, plant and equipment are stated at cost and are depreciated annually on a
declining-balance basis at the following rates:

Automotive equipment 30%
Computer hardware and software 30%
Field equipment 20%
Furniture and fixtures 20%
Geological data library 20%
Mill equipment 30%
Drill equipment 20%
Leasehold improvements 20%  straight-line

The Company compares the carrying value of property, plant and equipment to
estimated net recoverable amounts, based on estimated future cash flows, to
determine whether there is any indication of impairment whenever events or
circumstances warrant. An impairment in value would be indicated if the assets’
carrying value exceeds the estimated recoverable amount. During the periods covered
by these financial statements there was no indication of impairment.

Mineral properties

The Company is in the exploration stage with respect to its investment in mineral
properties and accordingly follows the practice of capitalizing all costs relating to the
acquisition of, exploration for and development of mineral claims and crediting all
revenues received against the cost of the related claims. At such time as commercial
production commences, these costs will be charged to operations on a unit-of-
production method based on proven and probable reserves. The aggregate costs
related to abandoned mineral claims are charged to operations at the time of any
abandonment or when it has been determined that there is evidence of a permanent
impairment.

The recoverability of amounts shown for mineral properties is dependent upon the
discovery of economically recoverable reserves, the ability of the Company to obtain
financing to complete development of the properties, and on future production or
proceeds of disposition.
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Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

2.

Significant accounting policies (continued)

(9)

(h)

0]

()

Income taxes

Future income tax liabilities and future income tax assets are recorded based on
differences between the financial reporting basis of the Company’s assets and
liabilities and their corresponding tax basis. The future benefits of income tax assets,
including unused tax losses are recognized, subject to a valuation allowance, to the
extent that it is more likely than not that such losses will be ultimately utilized. These
future income tax assets and liabilities are measured using substantively enacted tax
rates and laws that are expected to apply when the tax liabilities or assets are to be
either settled or realized.

Income from mineral property options

The Company recognizes in income costs recovered on mineral properties when
amounts received or receivable are in excess of the carrying amount.

Stock-based compensation plans

The Company accounts for options granted under its fixed stock option plan

(Note 9 (c)) using the fair value based method of accounting for stock-based
compensation. Accordingly, the fair value of the options at the date of grant is
accrued and charged to operations, with an offsetting credit to contributed surplus, on
a straight-line basis over the vesting period. If and when the stock options are
ultimately exercised, the applicable amounts of contributed surplus are transferred to
share capital.

Asset retirement obligation

Liabilities for asset retirement obligations are initially recognized at their fair value in
the period in which they are incurred. Upon initial recognition of the liability, the
corresponding asset retirement cost is added to the carrying amount of that asset and
the cost is amortized as an expense over the life of the related asset. Following the
initial recognition of the asset retirement obligation, the carrying amount of the
liability is increased for the passage of time and adjusted for changes to the amount or
timing of the underlying cash flows required to settle the obligation.

In addition, the Company has $81,500 of reclamation deposits held with the Ministry
of Mines should any other asset retirement obligation arise from its obligations to
undertake site reclamation and remediation in connection with its operating activities
in British Columbia.

When the Company enters into an option agreement on its mineral properties, as part

of the option agreement, responsibility for any reclamation and remediation becomes
the responsibility of the optionee.
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Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

2.

Significant accounting policies (continued)

()

O

(m)

Loss per share

The loss per share is based on the weighted average number of common shares of the
Company that were outstanding each year. The diluted loss per share reflects the
potential dilution of common share equivalents, such as outstanding stock options and
warrants, in the weighted average number of common shares outstanding during the
year, if dilutive. For this purpose, the “treasury stock method” is used for the
assumed proceeds upon the exercise of outstanding stock options and warrants that
are used to purchase common shares at the average market price during the year.
For the three years ended December 31, 2007, all of the outstanding stock options
and warrants are anti-dilutive.

Use of estimates

The preparation of financial statements in conformity with the Canadian generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting periods. Actual
results could differ from those estimates. Significant estimates used in the
preparation of these consolidated financial statements include, amongst other things,
depreciation, determination of net recoverable value of assets, asset retirement
obligations, stock-based compensation, determination of fair value of taxes and
contingencies.

Comprehensive income, financial instruments and hedges
(0] Comprehensive income

Comprehensive income comprises the Company’s net income and other
comprehensive income. Other comprehensive income represents changes in
shareholders’ equity during a period arising from non-owner sources and, for
the company, principally includes unrealized gains and losses on available-for-
sale securities. The Company’s comprehensive income, components of other
comprehensive income, and accumulated other comprehensive income are
presented in the statements of comprehensive income (loss) and the
statements of shareholders’ equity.

(i) Financial assets and financial liabilities
(a) Classification

The Company has implemented the following classification of its
financial assets and financial liabilities:

. Accounts receivable are classified as “Loans and receivables”.
They are measured at amortized cost. At December 31, 2007,
the recorded amount approximates fair value.

. Marketable securities are classified as “Available for sale”.
Available for sale assets and liabilities are measured at fair
value with unrealized gains and losses recorded in other
comprehensive income until the instrument is either sold or
suffers an impairment that is other than temporary.
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Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

2.

Significant accounting policies (continued)

(m)

(n)

Comprehensive income, financial instruments and hedges (continued)

Q)

Financial assets and financial liabilities (continued)
(a) Classification (continued)

o Accounts payable and accrued liabilities are classified as
“Other financial liabilities” and are measured at amortized
cost. At December 31, 2007, the recorded amount
approximates fair value.

Transaction costs directly attributable to the acquisition or issue of a
financial asset or financial liability are added to the carrying amount of
the financial asset or financial liability, and are amortized to income
using the effective interest rate method.

(b) Derivatives

All derivative instruments are recorded on the balance sheet at fair
value. At December 31, 2007, the Company does not have any
derivative instruments designated as hedging instruments.

(©) Embedded derivatives

Derivatives may be embedded in other financial instruments (host
instruments). Embedded derivatives are treated as separate
derivatives when their economic characteristics and risks are not
closely related to those of the host instrument, the terms of the
embedded derivative are the same as those of a stand-alone
derivative, and the combined contract is not classified as held for
trading. These embedded derivatives are measured at fair value on
the balance sheet with subsequent changes in fair value recognized in
income. The Company has not identified any embedded derivatives
that are required to be accounted for separately from the host
contract.

Recent accounting pronouncements

0

Financial instrument disclosures

In March 2007, the CICA issued Section 3862, Financial Instruments —
Disclosures, and Section 3863, Financial Instruments — Presentation, which
together compromise a complete set of disclosure and presentation
requirements that revise and enhance current disclosure requirements for
financial instruments. Section 3862 requires disclosure of additional detail by
financial asset and liability categories. Section 3863 establishes standards for
presentation of financial instruments and non-financial derivatives. It deals
with the classification of financial instruments, from the perspective of the
issuer, between liabilities and equity, the classification of related interest,
dividends, losses and gains, and the circumstances in which financial assets
and financial liabilities are offset.

The Company will implement these disclosures in the first quarter of 2008.
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Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

2.

Significant accounting policies (continued)

(n)

Recent accounting pronouncements (continued)

Q)

i)

(@iv)

)

Capital disclosures

In December 2006, the CICA issued Section 1535 of the CICA Handbook,
Capital Disclosures, which applies to fiscal years beginning on or after
October 1, 2007. This section establishes standards for disclosing information
about an entity’s capital and how it is managed. The Company will implement
these disclosures in the first quarter of 2008.

Inventories

In June 2007, the CICA issued Section 3031, Inventories, which provides more
guidance on the measurement and disclosure requirements for inventories.
Specifically the new pronouncement requires inventories to be measured at
the lower of cost and net realizable value, and provides guidance on the
determination of cost and its subsequent recognition as an expense, including
any write-down to net realizable value. The new pronouncement is effective in
the first quarter of 2008, and the new standard is not expected to have a
material impact on the Company’s results of operations.

Goodwill and intangible assets

In February 2008, the CICA issued Section 3064, Goodwill and Intangible
Assets, replacing Section 3062, Goodwill and Other Intangible Assets, and
Section 3450, Research and Development Costs. The new pronouncement
establishes standards for the recognition, measurement, presentation, and
disclosure of goodwill subsequent to its initial recognition and of intangible
assets by profit-oriented enterprises. Standards concerning goodwill are
unchanged from the standards included in the previous Section 3062. This
section is effective in the first quarter of 2009, and the Company is currently
evaluating the impact of the adoption of this new section on its consolidated
financial statements.

Business combinations

The proposed amended recommendations of the CICA for accounting for
business combinations will apply to the Company’s business combinations, if
any, with an acquisition date subsequent to the effective date. Whether the
Company would be materially affected by the proposed amended
recommendations would depend upon the specific facts of the business
combinations, if any. Generally, the proposed recommendations will result in
measuring business acquisitions at the fair value of the acquired entities and a
prospectively applied shift from a parent company conceptual view of
consolidation theory (which results in the parent company recording the book
values attributable to non-controlling interests) to an entity conceptual view
(which results in the parent company recording the fair values attributable to
non-controlling interests).

Page 14



Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

2.

Significant accounting policies (continued)
(n) Recent accounting pronouncements (continued)
(vi) Convergence with International Financial Reporting Standards

In 2006, Canada’s Accounting Standards Board ratified a strategic plan that
will result in Canadian generally accepted accounting principles (GAAP), as
used by public companies, being evolved and converged with International
Financial Reporting Standards (IFRS) over a transitional period currently
expected to be complete by 2011. As the International Accounting Standards
Board currently has projects underway that should result in new
pronouncements and since this Canadian convergence initiative is very much
in its infancy as of the date of these statements, the Company has not yet
assessed the impact of the ultimate adoption of IFRS on the Company.

Change in accounting policy - Financial instruments

During 2005, the Canadian Institute of Chartered Accountants (“CICA”) issued new accounting
standards dealing with the recognition, measurement and disclosure of financial instruments,
hedges and comprehensive income, together with many consequential changes throughout the
CICA handbook. The CICA issued the following handbook sections: Section 3855, Financial
Instruments — Recognition and Measurement; Section 3865, Hedges; Section 1530,
Comprehensive Income; Section 3861, Financial Instruments — Disclosure and Presentation;
and Section 3251, Equity.

These sections specify when a financial instrument is to be recognized on the balance sheet.
In addition, these sections require a financial instrument to be measured at fair value or using
cost-based measures, establish how gains and losses are recognized and presented, including
introducing comprehensive income; specify how hedge accounting is applied; and establish
new disclosures about an entity’s accounting for designated hedging relationships and the
methods and assumptions applied in determining fair values.

The standards require that all financial assets be classified as trading, available for sale, held
to maturity or loans and receivables. In addition the standards require that financial assets,
including derivatives, be measured at fair value on the balance sheet with the exception of
loans, receivables and investments classified as held to maturity which will be measured at
amortized cost. Changes in the fair value of available-for-sale securities are reported within a
new statement of Other Comprehensive Income (“OCI”), until the financial asset is
derecognized or becomes impaired. Changes in the fair value of trading securities are
recorded directly into income. Financial liabilities are classified as trading or at amortized
cost.

The Company adopted the new standards effective January 1, 2007. The impact on the
Company of the new standards will be accounting for marketable securities at their fair value
on the balance sheet and recognition of the movement in unrealized gains/losses on
marketable securities in Other Comprehensive Income. The adoption of these standards
resulted in the reporting of marketable securities at a fair value of $1,699,597 at January 1,
2007 with an adjustment to increase opening accumulated other comprehensive income by
$380,455 as of January 1, 2007.

Net loss for the year ended December 31, 2007 and deficit as at December 31, 2007 was

decreased by $828,479 ($0.02 per share) as a result of recording unrealized losses on
marketable securities as a component of comprehensive loss rather than net loss.
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Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

4. Marketable securities

Marketable securities consist of equity securities which, beginning in 2007, are designated as
available for sale and valued at fair market value. Unrealized gains and losses due to period
end revaluation to fair market value are recorded as other comprehensive income or loss.

5. Inventory

Inventory consists of 1,597 ounces of gold bullion which is valued at the lower of average cost
of mining and estimated net realizable value. The market value of the gold at December 31,
2007 is $1,307,798 (December 31, 2006 - $1,185,600).

6. Property, plant and equipment

2007
Accumulated Net book
Cost depreciation value
$ $ $
Automotive equipment 411,497 225,271 186,226
Furniture and fixtures 130,400 101,635 28,765
Computer hardware 225,339 170,639 54,700
Computer software 55,879 32,593 23,286
Geological data library 65,106 41,728 23,378
Field equipment 331,950 169,699 162,251
Mill equipment 323,264 - 323,264
Leasehold improvements 27,181 12,778 14,403
Drill equipment 397,270 168,443 228,827
1,967,886 922,786 1,045,100

2006
Accumulated Net book
Cost depreciation value
$ $ $
Automotive equipment 323,037 164,416 158,621
Furniture and fixtures 130,400 94,444 35,956
Computer hardware 207,888 150,935 56,953
Computer software 50,521 23,761 26,760
Geological data library 65,106 35,883 29,223
Field equipment 269,800 136,905 132,895
Mill equipment 323,264 - 323,264
Leasehold improvements 27,181 7,064 20,117
Drill equipment 643,078 180,062 463,016
2,040,275 793,470 1,246,805

At December 31, 2007 the mill equipment was not in use. Depreciation will be charged when
the mill equipment is put into use.
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Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

7. Investment

On July 23, 2007, the Company sold interests in certain mineral exploration properties located
in the Yukon Territory and Mexico for a total of 3,500,000 common shares of Tarsis Capital
Corp. (“Tarsis”) resulting in a gain on sale of $969,314 and the recording of an initial
investment in Tarsis in the amount of $1,120,000. In addition, Almaden retained a net
smelter royalty equal to 2% of all metals discovered on the properties and will receive
500,000 common shares of Tarsis if, before July 22, 2009, any of the properties becomes
subject to an option agreement with an arm’s length third party with a commitment by the
third party to expend a minimum of $500,000 on the property.

Almaden has two Directors and two Officers in common with Tarsis. Almaden is accounting for
this investment following the equity accounting method for investments where significant
influence exists. As such, Almaden has recorded its equity share of Tarsis’ loss since July 23,
2007 in the amount of $146,367.

In December 2007, Tarsis issued additional common shares to third parties thereby diluting
Almaden’s interest in Tarsis from 41% to 30%. Almaden has recorded a gain on dilution in
the amount of $436,296 as a result.

In 2007, the Company charged Tarsis $22,899 for office rent and various expenses.
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Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

8. Mineral properties
2007 2006
$ $
Canada
Elk
1009% interest in mineral claims in British Columbia
which includes the Siwash gold deposit 5,650,867 4,737,735
ATW
Net 37.5% interest in mineral claims near Lac De Gras,
Northwest Territories 100,000 100,000
Merit
100% interest in mineral claims in British Columbia 45,882 62,440
Nicoamen River
100% interest in mineral claims in British Columbia 42,264 38,050
Skoonka Creek
49% interest in mineral claims in British Columbia 1 22,798
MOR
0% interest in minerals claims in the Yukon Territory - 31,524
Rock River Coal
50% interest in 187,698 acre coal prospect in the Yukon
Territory 1 39,339
Mexico
Caballo Blanco
100% interest in mineral claims in Veracrus State 1 552,518
Viky
100% interest in mineral claims in Coahuila State 114,918 230,918
Tuligtic
100% interest in mineral claims in Puebla State 121,022 121,022
Fuego
100% interest in mineral claims in Oaxaca State 1 1
San Carlos/San Jose
1009% interest in the San Carlos and San Jose mineral
claims in Tamaulipas State 77,720 41,520
Yago/La Sarda
100% interest in mineral claim in Nayarit State 1 1
Caldera
100% interest in mineral claims in Puebla State 17,040 -
Interests in various other mineral claims (Note 8 (k)) 678,917 427,112
6,848,635 6,404,978
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Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

8. Mineral properties (continued)

The following is a description of the Company’s most significant property interests and related
spending commitments:

@

(b)

©)

(d)

©)

Elk

The Company acquired a 100% interest in the Elk Mine in southern British Columbia
by staking. The Company processed ore from the Siwash Vein in the mid-1990’s on a
bulk sampling basis. A NI 43-101 resource has been calculated for the property.

Caballo Blanco

To earn a 100% interest, the Company issued a total of 200,000 common shares and
paid US$668,500. The underlying owner would also receive a NSR of 2.5% to 1%
based on the rate of production. The Company can purchase 50% of this NSR for a
fixed payment of US$750,000.

During 2003, the Company entered into an agreement with Comaplex Minerals Corp.
(“Comaplex”). To earn a 60% interest, Comaplex had to keep the property in good
standing and incur exploration expenditures totalling US$2,000,000. During 2006,
Comaplex completed earn-in requirements.

During 2007, the Company acquired Comaplex’s 60% interest for US$1,250,000 and
entered into an agreement with Canadian Gold Hunter Corp. (“CGH”). To earn a 70%
interest, CGH must make a US$500,000 payment upon signing a formal agreement
(received), issue 1,000,000 shares to the Company (received) and incur exploration
expenditures totalling US$12,000,000 over six years and fund all costs required for
the completion of a bankable feasibility study.

Viky

The Company acquired a 100% interest in the Viky property by staking and purchased
interests in three additional mineral claims. During 2007, the Company entered into an
agreement with Apex Silver Mines Limited (“Apex”). To earn a 60% interest, Apex
must incur exploration expenditures of US$5,600,000 and make cash payments of
US$1,350,000 to the Company over six years.

Tuligtic

The Company acquired a 100% interest in the Tuligtic property by staking. During
2007, the Company entered into an agreement with Pinnacle Mines Ltd. (*Pinnacle”).
To earn a 60% interest, Pinnacle had to incur exploration expenditures of
US$6,000,000 and issue 1,000,000 shares to the Company by August 9, 2012. During
2007, Pinnacle failed to meet their commitments and the Company terminated the
agreement.

Fuego

The Company acquired a 100% interest in the Fuego claim by staking. During 2004,
the Company entered into an agreement with Horseshoe Gold Mining Inc.
(“Horseshoe”). To earn a 60% interest, Horseshoe must maintain the property in
good standing, incur exploration expenditures totalling US$3,000,000 and issue
1,000,000 shares to the Company by December 31, 2008 (amended). During 2007,
Horseshoe abandoned its interest in the property.
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8. Mineral properties (continued)

®

(9

(h)

@

()

San Carlos

The Company acquired a 100% interest in the San Carlos claims by staking and
purchased a 100% interest in the San Jose claim subject to a 2% NSR. During 2007,
the Company purchased the NSR for US$20,000 and issued a 25,000 share purchase
warrant for a term of three years exercisable at a price of $3.00 per share.

During 2004, the Company entered into an agreement with Hawkeye Gold & Diamond
Inc. (“Hawkeye”). To earn a 51% interest, Hawkeye had to maintain the property in
good standing, pay $45,475, incur exploration expenditures totalling US$2,000,000 by
March 15, 2008 and issue a total of 1,250,000 shares to the Company by April 2008
(amended). During 2006, Hawkeye abandoned its interest in the property.

Yago

The Company acquired a 100% interest in the Tepic claim by staking and purchased a
100% interest in the La Sarda, Guadalupe and Sagitario claims.

During 2007, the Company entered into an agreement with Consolidated Spire
Ventures Ltd. (“Spire”). To earn a 60% interest, Spire has to incur exploration
expenditures totalling US$3,500,000 and issue 800,000 shares to the Company over
five years.

Merit and Brookmere

The Company acquired a 100% interest in the Merit and Brookmere properties by
staking. During 2006, the Company entered into an agreement with Williams Creek
Explorations Limited (“Williams Creek™). To earn a 60% interest in either or both of
these properties, Williams Creek must incur exploration expenditures of $4,000,000
and issue 1,000,000 shares to the Company by December 31, 2012.

Nicoamen River

The Company acquired a 100% interest in the Nicoamen River property by staking.
During 2006, the Company entered into an agreement with Tanqueray Resources Ltd.
(“Tanqueray”). To earn a 60% interest, Tanqueray had to incur exploration
expenditures of $4,000,000 and issued 1,000,000 shares to the Company by
December 31, 2012. During 2007, Tanqueray abandoned its interest in the property.

At the end of 2007, the Company entered into an agreement with Zenith Industries
Corp. (“Zenith”). To earn a 60% interest, Zenith has to incur exploration expenditures
of $4,000,000 by December 31, 2012 and issue 1,000,000 shares to the Company by
December 31, 2010. This agreement is subject to regulatory approval at

December 31, 2007.

Skoonka Creek

The Company acquired a 100% interest in the Skoonka Creek property by staking.
During 2005, the Company entered into an agreement with Strongbow Exploration
Inc. (“Strongbow”). To earn a 51% interest, Strongbow incurred exploration
expenditures of $2,000,000 and issued 600,000 shares to the Company. During 2007,
the Company decided not to participate in the summer work program and estimates
its interest will be diluted to 32% at the end of the program.
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8. Mineral properties (continued)
(k) Other
(0] Bufa

Q)

@iii)

@iv)

)

The Company acquired a 100% interest in the Guadalupe claim by staking.
During 2005, the Company entered into an agreement with Lincoln Gold Corp.
(“LincoIn™). To earn a 60% interest, Lincoln must incur exploration
expenditures of US$3,500,000 and issue 1,550,000 shares to the Company
over five years (amended).

Campanario

The Company acquired a 100% interest in the Campanario claim by staking.
During 2005, the Company entered into an agreement with Consolidated Spire
Ventures Ltd. (“Spire”). To earn a 60% interest, Spire must incur exploration
expenditures of $3,500,000 and issue 700,000 shares to the Company by
October 31, 2011 (amended). At the end of 2007, Spire abandoned its
interest in the property.

Gallo de Oro

During 2007, the Company acquired a 100% interest in As de Oro claim for
US$50,000. During 2006, the Company entered into an agreement to acquire
a 100% interest in Gallo de Oro claim. To earn its interest, the Company must
pay US$50,000 by October 30, 2009. At December 31, 2007, US$30,000 of
this obligation had been paid.

Matehuapil

During 2007, the Company was successful in its bid to acquire a 100% interest
in the Matehuapil claim. An initial payment of $117,572, representing 20% of
the purchase price, was paid. The Company was required to put up two bonds
(“Mineral property deposit”), one in the amount of $446,964 representing four
pending instalment payments of 20% each to be paid in six month instalments
from the issuance of title and one in the amount of $138,929 to pay for the
purchase of an NSR royalty.

The Company subsequently entered into an agreement with Apex Silver Mines
Limited (“Apex”). To earn a 60% interest, Apex must incur exploration
expenditures of US$2,600,000 by December 1, 2013 and make cash payments
of Mexican pesos $3,312,000 by July 10, 2009.

Ponderosa

The Company acquired a 100% interest in the Ponderosa property by staking.
During 2007, the Company entered into an agreement with Strongbow
Exploration Inc. (“Strongbow™). To earn a 60% interest, Strongbow had to
incur exploration expenditures of $4,000,000 and issue 1,050,000 shares to
the Company by January 10, 2012. Subsequent to December 31, 2007,
Strongbow abandoned its interest in the property.
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9.

Mineral properties (continued)

)

Other (continued)
(vi) Japan Oil, Gas and Metals National Corporation Joint Venture

During 2005, the Company entered into a joint venture agreement with Japan
Oil, Gas and Metals National Corporation (“*JOGMEC”). The regional joint
venture program was to consist of grassroots exploration for base metal
deposits over a selected area in Mexico. During 2007, JOGMEC withdrew from
all joint venture activities.

(vii) BHP Billiton Joint Venture
On May 9, 2002, the Company entered into a joint venture agreement with

BHP Billiton World Exploration Inc. (“BHP”) to undertake exploration in eastern
Mexico. During 2006, BHP terminated the agreement.

Share capital

€Y

Details of private placement issues of common shares in 2006 were as follows:

The Company issued 325,000 units on July 21, 2006 on a private placement basis at a
price of $2.80 per share, after incurring issue costs of $38,570. Each unit consists of
one common flow-through share and one-half of a whole non-flow-through warrant
entitling the holder to purchase one additional common share at a price of $3.00 per
share until July 21, 2008. The fair value of the warrants issued as part of the private
placement of $86,125 was allocated to share capital and contributed surplus. Also,
2,752 flow-through common shares were issued to an agent in consideration of their
services.

The Company issued 175,500 units on November 15, 2006 on a private placement
basis at a price of $2.75 per share, after incurring issue costs of $25,084. Each unit
consists of one common flow-through share and one-half of a whole non-flow-through
warrant entitling the holder to purchase one additional common share at a price of
$2.85 per share until November 15, 2007. The fair value of the warrants issued as
part of the private placement of $45,309 was allocated to share capital and
contributed surplus. Also, 2,182 units were issued to an agent in consideration of
their services.

The Company issued 225,000 units on December 20, 2006 on a private placement
basis at a price of $2.90 per share, after incurring issue costs of $40,761. Each unit
consists of one common flow-through share and one-half of a whole non-flow-through
warrant entitling the holder to purchase one additional common share at a price of
$3.00 per share until December 20, 2007. The fair value of the warrants issued as
part of the private placement of $43,681 was allocated to share capital and
contributed surplus. Also, 4,899 units were issued to an agent in consideration of
their services.

Page 22



Almaden Minerals Ltd.

(An exploration stage company)

Notes to the consolidated financial statements

(Expressed in Canadian dollars)

9. Share capital (continued)

(b) Warrants

Number of Exercise
warrants Expiry date price range
$
Outstanding, August 7, 2005 to
December 31, 2004 1,848,105 September 18, 2008 0.80 to 2.25
Granted 4,070,000 - 1.78 to 2.10
Exercised (318,250) - 0.80 to 2.25
Expired (27,000) - 2.25
Outstanding, June 30, 2006 to
December 31, 2005 5,572,855 September 18, 2008 1.75t0 2.25
Granted 366,291 - 2.85 to 3.00
Exercised (5,568,605) - 1.75 to 2.25
Outstanding, November 15, 2007 to
December 31, 2006 370,541 July 21, 2008 1.78 to 3.00
Granted 25,000 - 3.00
Exercised (58,591) - 1.75 to 2.85
Expired (149,450) - 2.85 to 3.00
Outstanding, July 21, 2008 to
December 31, 2007 187,500 March 20, 2010 3.00

The fair value of the warrants issued March 20, 2007 was estimated at $13,000 using
the Black-Scholes option pricing model based on the following weighted average

assumptions: risk free interest rate of 4.16%; expected life of 3 years; dividend rate
of 0%; and volatility of 40.15%.

The fair value of the warrants issued July 21, 2006 was estimated at $86,125 using
the Black-Scholes option pricing model based on the following weighted average

assumptions: risk free interest rate of 4.15%; expected life of 1.75 years; dividend
rate of 0%; and volatility of 45.3%.

The fair value of the warrants issued November 15, 2006 was estimated at $86,125
using the Black-Scholes option pricing model based on the following weighted average
assumptions: risk free interest rate of 4.15%; expected life of 1.75 years; dividend
rate of 0%; and volatility of 45.3%.

The fair value of the warrants issued December 20, 2006 was estimated at $86,125
using the Black-Scholes option pricing model based on the following weighted average
assumptions: risk free interest rate of 4.15%; expected life of 1.75 years; dividend
rate of 0%; and volatility of 45.3%.

The fair value of the warrants issued during the year ended December 31, 2005 was
estimated as $885,000 using the Black-Scholes option pricing model based on the
following weighted average assumptions: risk free interest rate of 3.8%; expected life
of 0.8 years; dividend rate of 0%; and volatility of 51%.
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9.

Share capital (continued)

(b)

©)

Warrants (continued)

At December 31, 2007 the following share purchase warrants were outstanding:

Number of Exercise
warrants Expiry date price
$
162,500 July 21, 2008 3.00
25,000 March 20, 2010 3.00
187,500
Options

In 2005, the Company amended its stock option plan to permit the issuance of options
up to a maximum of 10% of the Company'’s issued share capital. Stock options issued
to any consultant or person providing investor relations services cannot exceed 2% of
the total permitted under the plan in any twelve month period. At December 31,
2007, the Company had reserved 545,964 stock options that may be granted. The
exercise price of any option cannot be less than the volume weighted average trading
price of the shares for the five trading days immediately preceding the date of the
grant. The maximum term of all options is five years. The Board of Directors
determines the term of the option (to a maximum of five years) and the time during
which any option may vest. Options granted to consultants or persons providing
investor relations services shall vest in stages with no more than 25% of such option
being exercisable in any three month period. All options granted during 2007 vested
on the date granted except for the 100,000 stock option granted November 15, 2007
of which 50% vested on grant and 50% vests in six months. The Company also has
stock options outstanding relating to the period before the introduction of the stock
option plan.

The following table presents the outstanding options as of December 31, 2007, 2006
and 2005 and changes during the years ended on those dates:

2007 2006 2005
Weighted Weighted Weighted
average average average
exercise exercise exercise
Fixed options Shares price Shares price Shares price
$ $ $
Outstanding at
beginning of
year 4,798,483 1.70 3,921,483 1.03 4,206,783 0.91
Granted 675,000 2.38 2,005,000 1.70 240,000 1.79
Exercised (786,792) 1.19 (1,128,000) 0.80 (525,300) 0.40
Expired (50,000) 2.92 - - - -
Outstanding and
exercisable at
end of year 4,636,691 1.88 4,798,483 1.70 3,921,483 1.03
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9.

Share capital (continued)

Options (continued)

The following table summarizes information about stock options outstanding at
December 31, 2007:

Options outstanding and exercisable

Number Expiry Exercise
of shares date price
$
250,000 February 26, 2008 0.80
100,000 July 6, 2008 2.50
581,691 October 7, 2008 0.45
25,000 September 7, 2009 2.23
154,000 December 1, 2009 0.39
841,000 December 14, 2009 1.67
240,000 June 17, 2010 1.79
1,795,000 July 6, 2011 2.50
500,000 September 10, 2012 2.32
100,000 November 15, 2012 2.68
50,000 December 13, 2012 2.52
4,636,691

Subsequent to December 31, 2007, the Company received $282,974 on the exercise
of 338,900 stock options.

The weighted average grant date fair value of 25,000 stock options granted on
September 7, 2007 was $0.60. The fair value of these options were determined on
the date of the granted using the Black-Scholes option pricing model with the following
weighted average assumptions: risk free interest rate of 4.25%; expected life of

1.5 years; expected volatility of 40.88%; and expected dividends of $Nil.

The weighted average grant date fair value of 500,000 stock options granted on
September 12, 2007 was $1.14. The fair value of these options were determined on
the date of the granted using the Black-Scholes option pricing model with the following
weighted average assumptions: risk free interest rate of 4.26%; expected life of

5 years; expected volatility of 50.96%; and expected dividends of $Nil.

The weighted average grant date fair value of 100,000 stock options granted on
November 15, 2007 was $1.30. The fair value of these options were determined on
the date of the granted using the Black-Scholes option pricing model with the following
weighted average assumptions: risk free interest rate of 4.05%; expected life of

5 years; expected volatility of 49.76%; and expected dividends of $Nil.

The weighted average grant date fair value of 50,000 stock options granted on
December 14, 2007 was $1.01. The fair value of these options were determined on
the date of the granted using the Black-Scholes option pricing model with the following
weighted average assumptions: risk free interest rate of 3.86%; expected life of

4 years; expected volatility of 48.76%; and expected dividends of $Nil.
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9.

10.

11.

Share capital (continued)
(©) Options (continued)

The weighted average grant date fair value of 1,855,000 stock options granted on
July 6, 2006 was $1.28. The fair value of these options were determined on the date
of the granted using the Black-Scholes option pricing model with the following
weighted average assumptions: risk free interest rate of 4.49%; expected life of

4 years; expected volatility of 54.5%; and expected dividends of $Nil.

The weighted average grant date fair value of 100,000 stock options granted on

July 6, 2006 was $0.81. The fair value of these options were determined on the date
of the granted using the Black-Scholes option pricing model with the following
weighted average assumptions: risk free interest rate of 4.42%; expected life of

2 years; expected volatility of 44.3%; and expected dividends of $Nil.

The weighted average grant date fair value of 50,000 stock options granted on
September 5, 2006 was $0.67. The fair value of these options were determined on
the date of the granted using the Black-Scholes option pricing model with the following
weighted average assumptions: risk free interest rate of 4.2%; expected life of

1 year; expected volatility of 49.1%; and expected dividends of $Nil.

The weighted average grant date fair value of stock options granted in the year ended
December 31, 2005 was $0.89. The fair value of these options were determined on
the date of the grant using the Black-Scholes option pricing model with the following
weighted average assumptions: risk free interest rate of 3.45%; expected life of

4 years; expected volatility of 61%; and expected dividends of $Nil.

Asset retirement obligation

The Company’s asset retirement obligation consists of reclamation costs for the Siwash gold
deposit on the Elk property in British Columbia. The present value of the estimated obligation
is $124,036 which is estimated to be settled in 5 years at the earliest. The estimated total
undiscounted amount to settle the asset retirement obligation is $152,073. This amount has
been discounted using a credit-adjusted risk-free interest rate of 4.16 percent.

Related party transactions

Significant related party transactions and balances not disclosed elsewhere in these financial
statements include:

A company controlled by the Chief Executive Officer of the Company was paid $144,000 for
technical services and $37,713 for general and administrative services during 2007 (2006 -
$162,515; 2005 - $129,840).

A company controlled by the Chief Operating Officer of the Company was paid $Nil for
geological services during 2007 (2006 — $86,000; 2005 — $84,000 for geological services and
a vehicle owned by this company was purchased by Almaden for $22,000 in 2005).

A company controlled by a director of the Company was paid $6,490 for consulting services
during 2007 (2006 - $5,650; 2005 - $Nil).

An officer of the Company was paid $Nil for professional services rendered during 2007
(2006 - $74,824; 2005 - $62,550).
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11.

12.

Related party transactions (continued)

A company controlled by an officer of the Company was paid $11,000 for professional services
during 2007 (2006 - $Nil; 2005 - $Nil).

An officer of the Company was paid $115,892 for technical services rendered during 2007
(2006 - $59,200; 2005 - $Nil).

A company with a common officer holds 25,000 warrants of the Company.

The Company has investments in two companies which had optioned properties from the
Company which have one director in common with the Company.

Accounts receivable at December 31, 2007 included $49,863 owing from related companies
(2006 - $2,348; 2005 - $Nil).

Accounts payable at December 31, 2007 included $7,300 due to related companies (2006 -
$20,700; 2005 - $46,200).
Supplemental cash flow information

Supplemental information regarding non-cash transactions is as follows:

Years ended December 31,
2007 2006 2005
$ $ $

Investing activities

Acquisition of marketable securities

in exchange for recoveries on

mineral properties - - 937,367
Reversal of contributed surplus

on exercise of options 442,974 358,698 37,800
Reversal of contributed surplus

on exercise of warrants 29,713 - -
Fair value of warrants upon completion

of private placement 13,000 117,115 885,000
Proceeds on disposal of equipment

applied to acquisition of other

equipment - - 10,995
Sale of mineral properties for

common shares of investee 1,120,000 - -
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13.

14.

15.

Segmented information

The Company operates in one reportable operating segment, being the acquisition and
exploration of mineral resource properties.

The Company’s revenues arose primarily from interest income on corporate cash reserves and
investment income. The Company has non-current tangible assets in the following geographic
locations:

2007 2006

$ $

Canada 7,360,218 5,886,856
Mexico 533,517 1,764,927
7,893,735 7,651,783

The Company earns revenue in the following geographic locations as determined by the
location of their mineral properties:

2007 2006 2005

$ $ $

Canada 655,648 629,347 182,903
Mexico 96,650 207,584 63,538
752,298 836,931 246,441

Financial risk

The Company is exposed to financial risk arising from fluctuations in foreign exchange rates
and the degree of volatility of these rates. The Company does not use derivative instruments
to reduce its exposure to foreign currency risk.

Fair value

The Company’s financial instruments include cash and cash equivalents, accounts receivable,
marketable securities and accounts payable. The fair values of these financial instruments
approximate their carrying values.
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16. Income taxes

The Company’s Canadian income tax rate is approximately 34.1% (2006 — 34.1%; 2005 —
34.9%) while the Mexico income tax rate is approximately 28%. The provision for income
taxes differs from the amounts computed by applying the statutory rates to the loss before tax

provision due to the following:

2007 2006 2005
$ $ $
Statutory rate 34.1% 34.1% 34.9%
Income taxes recovered (expense)
at the Canadian statutory rate 577,100 1,456,500 487,300
Effect of different tax rates in
foreign jurisdiction 8,400 (4,900) (32,000)
Non-deductible expenses (147,800) (852,000) (74,000)
Tax recovery on flow-though
shares 642,600 - 302,240
Tax gains (losses) not recognized
in period benefit arose (437,700) (599,600) (381,300)
642,600 - 302,240

The approximate tax effects of each type of temporary difference that gives rise to future tax

assets are as follows:

2007 2006
$ $
Operating and capital loss carryforwards 2,259,000 2,463,000
Canadian exploration expenditures and foreign
exploration and development costs in
excess of book value of resource properties 868,000 1,685,000
Share issue costs 96,000 167,000
Capital cost allowance on property, plant and
equipment 112,000 48,000
3,335,000 4,363,000
Valuation loss provision (3,335,000) (4,363,000)

At December 31, 2007, the Company had operating loss carryforwards available for tax
purposes in Canada of $3,070,000 which expire between 2009 and 2027 and in Mexico of

$4,879,000 which expire between 2008 and 2017.
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17.

Commitments and contingencies

€Y

(b)

©)

(d)

The Company was assessed additional mineral tax of $197,233 plus interest of
$84,638 by the British Columbia Ministry of Energy and Mines (the “Ministry”). The
assessment relates to the deductibility of certain expenditures between February 1,
1995 and January 31, 1997. While management intends to defend its position, the
outcome of this issue is uncertain. Currently, the Company is appealing the Ministry’s
decision and the matter will proceed to British Columbia Supreme Court. The
Company is waiting for the scheduling of the hearing. In order to reduce the exposure
to interest charges, the Company paid and expensed $281,871, however, this amount
will be refunded with interest if the Company is successful in defending its position.

In addition, should the Company be unsuccessful in defending its position,
approximately $353,000 will be payable in respect of gold sales in fiscal 2000 to 2002.
The Company has provided for the liability arising from the assessment. Any recovery
will be credited to operations when it is received as the liability extinguished.

The Company has, in the normal course of business, entered into various long-term
contracts which includes commitments for future operating payments for the rental of
premises as follows:

$

2008 48,815

2009 59,130

2010 60,070

2011 5,000
Thereafter -

173,015

During 2007, the Company entered into Executive Employment Contracts with the
Chief Executive Officer and Chief Operating Officer for remuneration of $140,000
annually for two years, renewable for two additional successive terms of 24 months.

During 2007, the Company entered into a Financial, Administrative and Executive
Services Agreement with its Chief Financial Officer and a company controlled by him
for a term of one year, renewable for additional successive terms of 12 months, for
remuneration of $6,000 per month for the first three months and $5,000 per month
thereafter.
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18.

Differences between Canadian and United States generally accepted accounting

principles

These consolidated financial statements have been prepared in accordance with Canadian
generally accepted accounting principles (“Canadian GAAP”) which, in these financial
statements are different in some respects from those in the United States (“US GAAP”). The

following is a reconciliation:

Consolidated balance sheets

2007 2006
$ $
Total assets under Canadian GAAP 27,969,639 28,719,562
Write-off of deferred exploration costs (a) (4,919,147) (4,381,885)
Adjustment to marketable securities (b) - 380,455
Adjustment to equity investment (c) (188,344) -
Total assets under US GAAP 22,862,148 24,718,132
Shareholders' equity under Canadian GAAP 27,262,153 27,970,659
Write-off of deferred exploration costs (a) (4,919,147) (4,381,885)
Adjustment to marketable securities (b) - 380,455
Adjustment to equity investment (c¢) (188,344) -
Shareholders’ equity under US GAAP 22,154,662 23,969,229
Consolidated statements of loss and comprehensive loss
2007 2006 2005
$ $ $
Net loss under Canadian GAAP (1,048,820) (4,268,775) (1,095,215)
Write-off of current period
deferred exploration costs (a) (1,063,196) (2,817,878) (1,115,831)
Add back of deferred exploration
costs written off in the current
year (a) 525,934 1,054,641 569,679
Add back write-down of marketable
securities (b) - - 91,590
Increase equity investment
loss (c) (188,344) - -
Reclassification of dilution gain
on equity investment to
shareholders' equity (c) (436,296) - -
Future income tax expense
flow through shares (d) (642,600) - (302,240)
Net loss under US GAAP (2,853,322) (6,032,012) (1,852,017)
Other comprehensive loss
under US GAAP (1,208,934) (229,178) (22,350)
Comprehensive loss under
US GAAP (4,062,256) (6,261,190) (1,874,367)
Net loss per share under
US GAAP (0.07) (0.14) (0.06)
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18.

Differences between Canadian and United States generally accepted accounting
principles (continued)

Consolidated statements of cash flows

2007 2006 2005
$ $ $
Operating activities
Operating activities under
Canadian GAAP (2,228,550) (743,843) (1,576,196)
Exploration (a) (1,358,442) (2,903,195) (1,165,364)
Write-down of marketable
securities (b) - - (91,590)
Operating activities under
US GAAP (3,586,992) (3,647,038) (2,833,150)
Investing activities
Investing activities under
Canadian GAAP (3,081,539) (2,370,231) (1,816,381)
Deferred exploration (a) 1,358,442 2,903,195 1,165,364
Investing activities under
US GAAP (1,723,097) 532,964 (651,017)
(a) Under Canadian GAAP exploration costs and costs of acquiring mineral rights are

capitalized during the search for a commercially mineable body of ore. For US GAAP
purposes, exploration expenditures can only be deferred subsequent to the
establishment of proven and probable reserves. For US GAAP purposes, the Company
has therefore expensed its exploration expenditures.

(b) Previously under Canadian GAAP, marketable securities were recorded at cost. For US
GAAP purposes, equity securities and long-term investments were classified as
available-for-sale securities and accordingly, unrealized holding gains and losses on
these securities were recorded in other comprehensive income.

Effective January 1, 2007 the Company adopted the provisions of CICA Sections 3855,
Financial Instruments — Recognition and Measurement; 3865, Hedges; and 1530,
Comprehensive Income, which address the classification, recognition and
measurement of financial instruments and hedges in the financial statements and
inclusion of other comprehensive income in the financial statements. The adoption of
these standards aligns Canadian GAAP with US GAAP as it relates to the Company’s
marketable securities.

©) Under Canadian and US GAAP, the Company accounts for its investment in Tarsis
using the equity method of accounting. Under US GAAP, the Company’s share of
Tarsis’ loss was $118,344 higher to reflect the fact that Tarsis is required to expense
exploration expenditures under US GAAP.

During 2007, Tarsis issued shares and diluted the Company’s equity interest. For
Canadian GAAP purposes, the Company recorded a gain on dilution of $436,296 as a
component of the equity loss. Under US GAAP, gains on dilution related to
investments in development stage enterprises are considered to be capital
transactions and recorded directly to shareholders’ equity.
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18. Differences between Canadian and United States generally accepted accounting
principles (continued)

(d)

()

®

Under Canadian income tax legislation, a company is permitted to issue shares
whereby the company agrees to incur qualifying expenditures and renounce the
related income tax deductions to investors. The Company has accounted for the issue
of flow-through shares in accordance with the provisions of CICA Emerging Issues
Committee Abstract 146, Flow-Through Shares. At the time of issue, the funds
received are recorded as share capital. At the time of the filing of the renunciation of
the flow-through expenditures to the investors, the Company records a future income
tax liability with a charge directly to shareholders’ equity.

For US GAAP purposes, the premium paid for flow-through shares in excess of the
market value at the time of issue is credited to other liabilities and included in income
as the qualifying expenditures are made. There was no premium on the flow-through
shares issued for all periods presented. The recognition of the future income tax
liability upon renunciation of the flow-through expenditures is recorded as income tax
expense in the period of renunciation.

Effective January 1, 2007, the Company was required to adopt the provisions of FASB
Interpretation 48, Uncertainty in Income Taxes (“FIN 48”). FIN 48 provides guidance
on the recognition and measurement of uncertain tax positions. The adoption of this
standard had no impact on the Company’s financial results or financial position.

Recent accounting pronouncements impacting the Company

In September 2006, FASB issued SFAS 157, Fair Value Measurements, which defines
fair value, establishes a framework for measuring fair value and expands fair value
disclosures. The standard does not require any new fair value measurements. This
standard is effective for fiscal years beginning after November 15, 2007. Management
is currently assessing the impact on the Company’s financial statements.
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Cumulative
amount since
incorporation

September 25,

Schedule 1

1980 to

December 31, Years ended December 31,

2007 2007 2006 2005

$ $ $ $

Office and licenses 1,896,976 334,054 191,607 179,393

Professional fees 2,638,282 274,281 257,240 197,369

Travel and promotion 1,094,386 251,029 169,649 126,030

Depreciation 1,008,274 218,789 231,413 149,477

Rent 879,487 124,434 140,298 106,754
Bad debts 221,719 91,168 - -

Insurance 196,653 90,413 65,884 8,484

Stock exchange fees 401,792 65,118 68,437 69,712
Regulatory compliance 96,938 47,089 49,849 -

Transfer agent fees 213,268 13,915 21,118 21,821
B.C. mineral taxes 36,897 - - -
Management services 16,775 - - -
Employee benefits 10,512 - - -
Write-off of incorporation costs 3,298 - - -

8,715,257 1,510,290 1,195,495 859,040

See accompanying notes to the consolidated financial statements. Page 34
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Number Price Amount
$ $
For cash upon incorporation 1 1.00 1
For cash from principal (founder's shares) 750,000 0.01 7,500
For cash 1,010,528 0.15 151,579
For cash 292,500 0.25 73,925
For cash from related company of principal 180,000 0.25 45,000
Balance December 31, 1985 2,233,029 278,005
For cash pursuant to public offering, net of issue expenses 700,000 0.56 392,568
For mineral property 40,000 0.70 28,000
Balance December 31, 1986 2,973,029 698,573
For cash pursuant to private placement, net of issue expense 200,000 0.83 165,750
For cash pursuant to private placement 300,000 1.00 300,000
For cash pursuant to private placement, net of issue expense 150,000 1.34 201,432
Balance December 31, 1987 3,623,029 1,365,755
For cash pursuant to private placement 171,000 1.75 299,250
For cash pursuant to private placement, net of issue expenses 297,803 0.90 267,734
For cash 40,000 1.10 44,000
For mineral property 40,000 1.00 40,000
Balance December 31, 1988 4,171,832 2,016,739
For cash pursuant to private placement, net of issue expenses 112,055 1.10 123,260
Balance December 31, 1989 4,283,887 2,139,999
For cash pursuant to private placement 177,778 0.45 80,000
For cash on exercise of stock options 49,500 0.68 33,660
For 100,000 common shares of Pacific Sentinel Gold Corp. 300,000 0.73 219,000
For cash on exercise of stock options 26,000 0.75 19,500
For cash on exercise of stock options 10,000 0.72 7,200
Balance December 31, 1990 4,847,165 2,499,359
For cash on exercise of stock options 40,000 0.72 28,800
Balance December 31, 1991 4,887,165 2,528,159
For mineral property 28,000 0.71 20,000
For cash on exercise of stock options 50,000 0.68 12,500
For cash on exercise of stock options 10,000 0.73 7,500
For cash on exercise of stock options 10,000 0.28 2,800
For cash pursuant to private placement 137,000 0.50 68,500
Balance December 31, 1992 5,122,165 2,639,459
For cash on exercise of stock options 290,000 0.28 81,200
For cash on exercise of stock options 50,000 0.33 16,500
For mineral property 24,827 1.45 36,000
For cash pursuant to private placement 85,000 2.34 198,900
For cash pursuant to private placement, net of issue expense 235,046 2.13 500,930
For cash on exercise of stock options 64,000 1.08 69,120
For finders' fee 8,857 0.70 6,200
For mineral property 10,000 0.50 5,000
For finders' fee 5,000 3.30 16,500
Balance December 31, 1993 (carried forward) 5,894,895 3,569,809
See accompanying notes to the consolidated financial statements. Page 35
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Number Price Amount
$ $
Balance December 31, 1993 (brought forward) 5,894,895 3,569,809
For cash on exercise of stock options 110,000 1.08 118,800
For cash pursuant to private placement, net of issue expense 200,000 1.18 236,800
For finders' fee 10,642 0.70 7,449
For finders' fee 12,307 1.56 19,200
Balance December 31, 1994 6,227,844 3,952,058
For cash pursuant to private placement, net of issue expense 200,000 1.50 285,000
For cash pursuant to private placement, net of issue expense 75,000 1.30 94,575
For cash on exercise of stock options 120,000 1.28 153,800
For cash on exercise of stock options 250,000 1.13 282,100
For cash on exercise of share purchase warrants 100,000 1.28 128,000
For finders' fee 6,428 0.70 4,500
For mineral property 39,308 1.59 62,500
For mineral property 37,037 1.35 50,000
Balance December 31, 1995 7,055,617 5,012,533
For cash on exercise of stock options 672,000 1.08-1.49 899,100
For cash on exercise of share purchase warrants 275,000 1.40-1.50 405,000
For cash pursuant to private placement, net of issue expense 120,000 2.00 240,000
For cash pursuant to private placement, net of issue expense 620,000 3.25 1,894,100
For cash on exercise of stock options 720,000 1.43-1.86 1,221,050
For mineral property 10,000 3.20 32,000
Balance December 31, 1996 9,472,617 9,703,783
For cash on exercise of stock options 60,000 1.66-2.63 109,300
For cash on exercise of share purchase warrants 50,000 2.00 100,000
For cash pursuant to private placements, net of issue expenses 388,000 1.87 725,560
For mineral property 50,000 2.90 145,000
For cash pursuant to private placement, net of issue expenses 296,000 3.14-3.53 1,013,371
Balance December 31, 1997 10,316,617 11,797,014
For cash on exercise of share purchase warrants 359,000 1.05 376,950
For mineral property 50,000 2.90 145,000
Balance, December 31, 1998 10,725,617 12,318,964
For cash pursuant to private placement 1,370,000 0.23 308,250
For mineral property 50,000 2.90 145,000
Balance, December 31, 1999 12,145,617 12,772,214
For cash on exercise of stock options 100,000 0.35 35,000
For cash pursuant to private placement 1,000,000 0.345 345,000
For cash on exercise of share purchase warrants 10,000 0.225 2,250
For mineral properties 25,000 2.90 72,500
Balance, December 31, 2000 13,280,617 13,226,964
For mineral properties 25,000 2.90 72,500
Issuance to acquire Fairfield Minerals Ltd. 6,877,681 0.25 1,711,312
Adjustment to issued shares on amalgamation (3,060,292) - -
Balance, December 31, 2001 (carried forward) 17,123,006 15,010,776
See accompanying notes to the consolidated financial statements. Page 36
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Number Price Amount
$ $
Balance December 31, 2001 (brought forward) 17,123,006 15,010,776
For cash pursuant to private placements 4,150,000 0.43-0.55 1,897,943
For cash on exercise of share purchase warrants 134,750 0.38 51,312
For purchase of mill 122,077 0.65 79,350
For mineral properties 388,889 0.90 350,000
Balance, December 31, 2002 21,918,722 17,389,381
For cash pursuant to private placements 2,773,800 0.70-2.15 2,362,704
For cash on exercise of share purchase warrants 2,771,807 0.42-0.95 1,648,664
For cash on exercise of stock options 162,750 0.30-0.55 75,973
Balance, December 31, 2003 27,627,079 21,476,722
For cash pursuant to private placements 1,722,250 1.32-2.25 2,553,913
For cash on exercise of share purchase warrants 1,503,438 0.47-1.60 1,088,919
For cash on exercise of stock options 290,000 0.30-1.37 138,984
Balance, December 31, 2004 31,142,767 25,258,538
For cash pursuant to private placements 4,206,180 1.70-1.75 5,673,615
For cash on exercise of share purchase warrants 318,250 0.80-2.25 457,125
For cash on exercise of stock options 525,300 0.27-1.37 249,981
Balance, December 31, 2005 36,192,497 31,639,259
For cash pursuant to private placements 735,153 2.75-2.90 1,793,298
For cash on exercise of share purchase warrants 5,568,605 1.75-2.25 11,965,959
For cash on exercise of stock options 1,128,000 0.27-2.35 1,257,306
Balance, December 31, 2006 43,624,255 46,655,822
For cash on exercise of share purchase warrants 58,591 1.78-2.85 192,150
For cash on exercise of stock options 786,792 0.55-2.50 1,378,430
Balance, December 31, 2007 44,469,638 48,226,402
See accompanying notes to the consolidated financial statements. Page 37
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