TERRA VENTURES INC.
FINANCIAL STATEMENTS

For the six months ended August 31, 2008

(unaudited)



NOTICE OF NO AUDITOR REVIEW OF

INTERIM FINANCIAL STATEMENTS

The accompanying unaudited interim financial statements of the Company have been
prepared by and are the responsibility of the Company’s management.

The Company’s independent auditor has not performed a review of these financial
statements in accordance with standards established by the Canadian Institute of Chartered
Accountants for review of interim financial statements by an entity’s auditor.



TERRA VENTURES INC.

BALANCE SHEETS
August 31, February 29,
2008 2008
(unaudited) (audited)
ASSETS
Current
Cash and cash equivalents $10,401,553 $ 7,978,014
GST and other receivables 136,999 228,137
Prepaid expenses 16,236 -
10,554,788 8,200,151
Resource properties — Schedule 1, Notes 3 and 8 14,133,257 9,896,982
Equipment (net of accumulated amortization of $691;$446) 4,414 4,904
Deposits in trust 13.670 13,670
24.706,12 18,121,707
LIABILITIES
Current
Accounts payable and accrued liabilities — Note 5 $ 177574 $ 63.497
SHAREHOLDERS’ EQUITY
Share capital — Notes 4 and 8 32,009,728 26,589,728
Contributed surplus 5,695,297 3,041,934
Deficit (13.176470) _(11,573.452)
24,528,555 18,058,210
24.706.12 18,121,707
Nature of Operations — Note 1
Commitments — Note 3
APPROVED BY THE DIRECTORS:
“Gunther Roehlig” Director “Robert McMorran” Director
Gunther Roehlig Robert McMorran

SEE ACCOMPANYING NOTES



TERRA VENTURES INC.

STATEMENTS OF OPERATIONS AND DEFICIT

(prepared without audit)

Three months ended August 31,

Six months ended August 31,

2008 2007 2008 2007
Expenses
Amortization $ 245 $ - % 490 $ -
Bank charges and interest 273 683 728 2,315
Consulting fees 77,506 51,988 119,891 134,554
Legal, audit and accounting fees — Note 6 57,280 65,689 96,161 148,219
Management fees — Note 6 84,000 42,500 129,000 72,500
Office expenses and miscellaneous — Note 6 23,565 37,661 49,441 60,341
Rent — Note 6 21,082 9,500 42,120 20,750
Shareholder’s communications — Note 6 67,772 104,547 108,214 229,241
Stock-based compensation 453,145 48,023 973,363 1,404,873
Tradeshow and marketing 19,586 49.616 83,756 431,225
Transfer agent and filing fees 42,043 11,868 52,138 66,601
Travel and accommodation 11,745 35,466 38,889 64,893
858,242 457,541 1,694,161 2,635,512
Loss before other items (858,242) (457,541) (1,694,161) (2,635,512)
Other items:
Interest income (35,045) 62,351 91,173 103,132
Future income tax recovery - - - 157,000
Net loss for the period (893,287) (395,190) (1,603,018) (2,375,380)
Deficit, beginning of the period (12,283,183) (5,331,436) (11,573,452) (3,351,246)
Deficit, end of the period $(13,176,470) (5,726,626) $(13,176,470) $ (5,726,626)
Basic and diluted (loss) income per share $ 0.02) $ (0.01) $ 0.04) $ (0.06)
Weighted average number of shares outstanding 43,921,204 39,998,617 43,190,237 37,656,139

SEE ACCOMPANYING NOTES



TERRA VENTURES INC.
STATEMENTS OF CASH FLOWS
(prepared without audit)

Three months ended August 31, Six months ended August 31,
2008 2007 2008 2007
Operating Activities
Net income (loss) for the year $ (893,287) $ (395,190) $ (1,603,018) $(2,375,380)
Items not affecting cash

Amortization 245 490

Stock-based compensation 453,145 48,023 973,363 1,404,873

Future income tax recovery (157,000)

(439,897) (347,167) (629,165) (1,127,507)
Changes in non-cash working capital items:

GST and other receivables 4,406 14,867 91,138 (129,454)

Prepaid expenses (16,236) 47,360 (16,236)

Accounts payable and accrued liabilities (7,835) 19,945 24,077 (2,273)
Cash used in operating activities (459,562) (264,995) (530,186)  (1,259,234)
Investing Activities

Acquisition of resource properties (79,510) (2,500,000)  (2,486,737)

Deferred exploration expenditures (139,666) (130.307) (146,275) (1.101.774)
Cash used in investing activities (139,666) (209,817) (2,646,275) (3,588,511)
Financing Activities

Related party advances - - - -

Issuance of securities, net 5,600,000 - 5,600,000 11,550,127
Cash provided by financing activities 5,600,000 - 5,600,000 11,550,127
Increase in cash during the period 5,000,772 (474,812) 2,423,539 6,702,382
Cash and cash equivalents, beginning of the period 5,400,781 10,097,780 7,978,014 2,920,586
Cash and cash equivalents, end of the period $ 10,401,553 3 9,622,968 $ 10,401,553 $ 9,622,968
Cash and cash equivalents are comprised of :

Cash 5,661,872 $ 9,622,968 5,777,348 $ 9,622,968

Short-term investments 4,624,205 - 4,624,205 -

$ 10,401,553 $ 9,622,968 $ 10,401,553 §$ 9,622,968

Non-Cash Transactions — Note 9

SEE ACCOMPANYING NOTES



Note 1

Note 2

TERRA VENTURES INC.
NOTES TO THE FINANCIAL STATEMENTS
Six months ended August 31, 2008
(unaudited)

Nature of Operations

Terra Ventures Inc. (the “Company”) is a public company listed on the TSX Venture
Exchange and is in the business of acquiring, exploring and evaluating mineral resource
properties and interests, and either joint venturing or developing these properties and
interests further or disposing of them when the evaluation is completed. At August 31,
2008, the Company was in the exploration stage and had interests in properties located in
Canada and the USA.

The Company is currently exploring its mineral properties and has not yet determined the
existence of economically recoverable reserves. The recoverability of amounts shown for
mineral properties and its investments is dependent upon the existence of economically
recoverable reserves in its mineral properties, confirmation of the Company’s interest in
the underlying mineral claims, the ability of the Company to obtain the necessary
financing to complete their development, and the attainment and maintenance of future
profitable production or disposition thereof.

These financial statements have been prepared in accordance with generally accepted
accounting principles applicable to a going concern, which assumes that the Company will
be able to meet its obligations and continue its operations for its next fiscal year. At
August 31, 2008, the Company had not yet achieved profitable operations, has
accumulated losses of $13,176,470 since inception, and has working capital of
$10,377,214. The Company expects working capital is sufficient to sustain operations
over the next year despite the expectation that it will incur further losses in the
development of its business. The Company’s ability to continue as a going concern is
dependent upon its ability to generate future profitable operations and/or to obtain the
necessary financing to meet its obligations and repay its liabilities arising from normal
business operations when they come due.

Summary of Significant Accounting Policies

These unaudited interim financial statements have been prepared by the Company in
accordance with Canadian generally accepted accounting principles, following accounting
policies consistent with the Company’s audited financial statements and notes thereto for
the year ended February 29, 2008. These financial statements do not include all the
disclosures required by generally accepted accounting principles and should be read in
conjunction with the most recent audited financial statements of the Company.

Adoption of New Accounting Standards

On March 1, 2008, the Company adopted four new accounting standards: Handbook
Section 1535, Capital Disclosures, Handbook Section 3862, Financial Instruments —
Disclosures, Handbook Section 3863, Financial Instruments — Presentation, and Handbook
Section 1400 (amended), General Standards of Financial Statement Presentation. The
requirements of these new standards are for disclosure purposes only and have not
impacted the financial results of the Company.



Terra Ventures Inc.
Notes to the Financial Statements
August 31, 2008 — Page 2

Note 2

Note 3

Summary of Significant Accounting Policies — (cont’d)

Adoption of New Accounting Standards — (cont’d)
a) Capital Disclosures

Section 1535 specifies the disclosure of (i) an entity’s objectives, policies and
processes for managing capital; (ii) quantitative data about what the entity regards as
capital; (iii) whether the entity has complied with any capital requirements; and (iv) if
it has not complied, the consequences of such non-compliance.

b) Financial Instruments

The new Sections 3862 and 3863 replace Handbook Section 3861, Financial
Instruments — Disclosure and Presentation, revising and enhancing its disclosure
requirements, and carrying forward unchanged its presentation requirements. These
new sections place increased emphasis on disclosures about the nature and extent of
risks arising from financial instruments and how the entity manages those risks.

¢) General Standards of Financial Statement Presentation

The CICA amended Section 1400 “General Standards of Financial Statement
Presentation”, to include requirements to assess and disclose an entity’s ability to
continue as a going concern. The Company adopted this standard beginning March 1,
2008.

Future Accounting Changes

The CICA issued new Handbook Section 3064, Goodwill and Intangible Assets, which
will replace Section 3062, Goodwill and Intangible Assets. The new standard establishes
revised standards for the recognition, measurement, presentation and disclosure of
goodwill and intangible assets. The new standard also provides guidance for the treatment
of preproduction and start-up costs and requires that these costs be expensed as incurred.
The new standard applies to annual and interim financial statements relating to fiscal years
beginning on or after October 1, 2008. The Company is currently assessing the impact of
these new accounting standards on its consolidated financial statements.

International Financial Reporting Standards (“IFRS”)

In January 2006, the CICA Accounting Standards Board (‘“AcSB”) adopted a strategic plan
or the direction of accounting standards in Canada. Accounting standards for public
companies in Canada are expected to converge with the International Financial Reporting

Standards (IFRS) as at January 1, 2011.

Resource Properties — Schedule 1 and Note 9

Title to mineral properties involves certain inherent risks due to the difficulties of
determining the validity of certain claims as well as the potential for problems arising from
the frequently ambiguous conveyancing history characteristic of many mineral properties.



Terra Ventures Inc.
Notes to the Financial Statements
August 31, 2008 — Page 3

Note 3

Resource Properties — Schedule 1 and Note 9 — (cont’d)

The Company has investigated title to all of its mineral properties and, to the best of its
knowledge, titles to all of its properties are in good standing. Described below are
commitments with respect to various properties the Company has acquired or has acquired
ownership rights to as at August 31, 2008.

a)

b)

c)

Titan Production Carried Interest, Saskatchewan

By agreement dated January 12, 2007, between the Company and certain arms-length
vendors (“the Vendors”) (“the Titan Agreement”), the Company purchased the
Vendors’ 10% production carried interest (“the Titan Production Interest”) in 34
claims held by Titan Uranium Inc. (“Titan”) comprising 310,158 acres in seven
separate projects located in the southwestern and northeastern parts of the Athabasca
Basin, Saskatchewan.

As consideration for acquiring the Titan Production interest, the Company issued
2,000,000 of its common shares to the Vendors. The Titan Production Interest remains
in effect until the commencement of commercial production by Titan on one or more
of the claims. At the time of commencement of commercial production, Titan is
entitled to recover 10% of the aggregate expenditures incurred after February 5, 2007,
with respect to putting the respective claim(s) into production. The cost recovery to
Titan is to be paid from a portion of the production profits otherwise due to the
Company.

Lac Kachiwiss Property, Quebec

By agreement dated March 01, 2007, (“the Lac Kachiwiss Agreement”) the Company
acquired the Lac Kachiwiss Uranium Property located near Sept-lles, Quebec. The
Company acquired a 100% interest in the property by issuing to the vendor 2,000,000
of its common shares.

The Lac Kachiwiss Agreement also provides that the vendor will retain a 0.5% Net
Smelter Royalty (“NSR”) on any revenues generated from ore mined from the
property. The Company has the right at any time until the day of commencement of
commercial production to purchase back one-half (0.25%) of the NSR for $1,000,000.

The Company issued 106,000 of its common shares as a finder’s fee payment in
connection with this transaction.

Hathor Production Carried Interest, Saskatchewan

By agreement dated March 30, 2007, the Company acquired from an arms-length third
party, Bullion Fund Inc. (“Bullion”), an 8% carried working interest in seven claims
comprising 56,360 acres in two separate projects located in the Athabasca Basin,
Saskatchewan. By a separate agreement dated March 8, 2008, the Company acquired
from Bullion a further 2% (aggregate 10%) carried working interest (collectively “the
Hathor Production Interest”) of which the remaining 90% interest is held by a
subsidiary of Hathor Exploration Ltd.

The Hathor Production Interest remains in effect until the completion of a feasibility
study on one or more of the claims. Thereafter, the Company is responsible for its
pro-rata share of all costs to put the property into commercial production.



Terra Ventures Inc.
Notes to the Financial Statements
August 31, 2008 — Page 4

Note 3

Note 4

Resource Properties — Schedule 1 and Note 9 — (cont’d)

Consideration paid by the Company for the initial 8% interest was $2,300,000. A
finder’s fee of $69,000 was also paid. Consideration paid by the Company for the

¢) Hathor Production Carried Interest, Saskatchewan — (cont’d)
additional 2% interest was 3,000,000 of its common shares and $2,500,000.
d) Grand County Property, Utah, USA

By agreement dated June 18, 2007, the Company acquired a 100% interest in 208
unpatented Federal lode mining claims and one State lease, in four separate blocks,
totalling 4,720 acres in Grand County, Utah. In order to vest its interest in the
property the Company must make cash payments aggregating US$450,000
(US$75,000 paid) and issue an aggregate of 200,000 common shares (100,000 issued)
over a period of five years. In addition the vendor has retained a 3% NSR which the
Company may purchase for US$2,000,000.

The Company agreed to pay a finder’s fee of 60,000 common shares in connection
with this transaction. Of this amount, 20,000 shares were issued during the year ended
February 29, 2008, at an ascribed value of $1.00 per share and a further 40,000
common shares were issued subsequent to August 31, 2008 (Note 11).

Share Capital

a)

b)

c)

Authorized:

Unlimited common shares without par value.

Issued:
Number Amount
Balance, February 29, 2008 40,046,226 $ 26,589,728
Issued during the period
For cash pursuant to private placement of units 7,000,000 3,920,000
Less: Issue costs - shares 318,000 -
Pursuant to resource property agreements 3,000,000 1,500,000
Balance, August 31, 2008 50,364,226 $ 32,009,728
Financing:

On August 21, 2008, the Company closed a private placement of 7,000,000 units at
$0.80 per unit for gross proceeds of $5,600,000. Each unit consists of one common
share and one common share purchase warrant entitling the holder thereof to acquire
an additional common share at $1.20 per share on or before August 21, 2010. A value
of $1,680,000 has been attributed to these warrants using the Black-Scholes option
pricing model and has been credited to contributed surplus (Note 5) in shareholders’
equity. The assumptions used in the option pricing model are as follows: risk-free
interest rate — 2.8%; expected life — 2.0 years; expected volatility — 106%; and
expected dividends — nil.



Terra Ventures Inc.
Notes to the Financial Statements
August 31, 2008 — Page 5

Note 4

Share Capital — (cont’d)

c)

d)

€)

Financing: — (cont’d)

A strategic advisor fee of 318,000 units was paid in connection with the offering. The
terms and conditions of these units were identical to those issued in the private
placement. A value of $76,320 was ascribed to the warrants contained in these units
as estimated using the Black-Scholes option pricing model and computed using the
same variables as for the warrants valued in the private placement units. The residual
value of these units ($178,080) was charged to share issue costs.

Escrow Shares:

At August 31, 2008, 370,009 (February 29, 2008: 370,009) common shares are held in
escrow by the Company’s transfer agent. The Company has applied to have the
escrow shares cancelled.

Commitments:

1) Stock-based Compensation Plan

The Company has established a stock option plan in accordance with the policies
of the TSX-V under which it is authorized to grant share purchase options up to
10% of its outstanding shares. The exercise price of options granted equals the
market price of the Company’s stock on the date of the grant. Unless otherwise
stated, the options vest when granted. The options are for a maximum term of five
years.

A summary of the status of the stock option plan as of August 31, 2008 and
changes during the six-month period then ended is presented below.

Weighted

Average

Number of Exercise
Options Price

Outstanding, February 29, 2008 3,435,000 $0.83"
Granted 2,050,000 $0.73

Tendered for cancellation (450,000) $1.40(1)_

Outstanding, August 31, 2008 5,035,000 $0.68
Exercisable, August 31, 2008 4,905,000 $0.68

D on July 7, 2008, all regulatory approvals were received such that all the options, except the
450,000 that had previously been tendered for cancellation, were repriced to $0.65 per share.

At August 31, 2008, 5,035,000 share purchase options were outstanding entitling
the holder thereof to acquire one share for each option held as follows:



Terra Ventures Inc.
Notes to the Financial Statements
August 31, 2008 — Page 6

Note 4 Share Capital — (cont’d)
e) Commitments: — (cont’d)

1) Stock-based Compensation Plan — (cont’d)

Number of Options Exercise Price Expiry Date
1,000,000 $0.65" December 14, 2011
1,000,000 $0.65" January 5, 2012

235,000 $0.65" March 5, 2012

750,000 $0.65" April 12,2012

565,000 $0.75 March 7, 2013

750,000 $0.65 April 18, 2013

735,000 $0.80 August 11, 2013
5,035,000

D on July 7, 2008, all regulatory approvals were received such that the options were re-priced to
$0.65 per share. The original grant prices ranged from $1.00 to $1.40 per share

The weighted fair value of share purchase options granted during the six-month
period ended August 31, 2008 of $0.49 (2007 - $0.52) per option was estimated
using the Black-Scholes option valuation model with the following assumptions:

2008 2007
Average risk-free interest rate 3.01-3.20% 3.95-4.11%
Expected life S years 5 years
Expected volatility 96.9-99.4 % 92.1-92.2%
Expected dividends Nil Nil
11) Warrants
Weighted
Average
Number of Exercise
Warrants Price

Outstanding, February 29, 2008 6,697,250 $1.33
Issued 7,318,000 $1.20
Outstanding, August 31, 2008 14,015,250 $1.26

At August 31, 2008, the following share purchase warrants were outstanding
entitling the holder thereof the right to purchase one common share for each
warrant held:



Terra Ventures Inc.
Notes to the Financial Statements
August 31, 2008 — Page 7

Note 4 Share Capital — (cont’d)

e) Commitments: — (cont’d)

i) Warrants — (cont’d)

Number Exercise Price Expiry Date
1,281,250 $1.20 December 28, 2008
4,750,000 $1.40 October 8, 2008

666,000 $1.10 October 8, 2008
7,318,000 $1.20 August 21, 2010
14,015,250

M Subsequent to August 31, 2008, the expiry date of these warrants was extended to April 3, 2009
(Note 11).

Note 5 Contributed Surplus

The following table reconciles the Company’s contributed surplus for the six months
ended August 31, 2008:

Balance, February 29, 2008 $ 3,041,934

Value attributed to stock options granted 973,363

Value attributed to warrants issued (Note 4 (¢)) 1,680,000

Balance, August 31, 2008 $ 5695297
Note 6 Related Party Transactions

The Company incurred the following charges with directors, officers and former directors

of the Company:
Six months ended August 31,
2008 2007

Consulting fees $ 9,000 $ 9,250
Legal, audit and accounting fees 21,967 21,030
Management fees 129,000 72,500
Rent 42,120 12,000
Investor relations - 94,720
Website 10,800 12,600
Mineral property expenditures — Geological consulting 81,000 -

$ 293,887 $ 222,100

These charges were measured by the exchange amount which is the amount agreed upon
by the transacting parties.

At August 31, 2008 accounts payable included $128,219 (February 29, 2008: $26,561)
due to current or former directors and officers of the Company or companies controlled by
such individuals for consulting and management fees payable, and for reimbursement of
expenses incurred on the Company’s behalf.



Terra Ventures Inc.
Notes to the Financial Statements
August 31, 2008 — Page 8

Note 7

Note 8

Management Of Capital

The Company’s objectives when managing capital are to safeguard its ability to continue
as a going concern to pursue the development of its mineral properties and to maintain a
flexible capital structure which optimizes the cost of capital within a framework of
acceptable risk. In the management of capital, the Company includes the components of
shareholders’ equity, as well as cash and cash equivalents.

The Company manages the capital structure and makes adjustments to it in light of
changes in economic conditions and the risk characteristics of the underlying assets. To
maintain or adjust its capital structure, the Company may issue new shares, issue new
debt, acquire or dispose of assets or adjust the amount of cash and cash equivalents. As at
August 31, 2008, the Company has not entered into any debt financing.

The Company is dependent on the capital markets as its sole source of operating capital
and the Company’s capital resources are largely determined by the strength of the junior
resource markets and by the status of the Company’s projects in relation to these markets,
and its ability to compete for investor support of its projects.

The Company is not subject to any capital requirements imposed by a regulator.

Financial Instruments

Fair Value of Financial Instruments

The Company’s financial instruments consist of cash and cash equivalents, GST and other
receivables, and accounts payable and accrued liabilities. The fair value of these financial
instruments approximates their carrying value.

Foreign Exchange Risk

The Company conducts nominal transactions in non-Canadian dollars and as such has
virtually no foreign exchange risk.

Credit Risk

Credit risk arises from cash held with banks and financial institutions. The maximum
exposure to credit risk is equal to the carrying value of the financial assets. The
Company’s cash is held with large Canadian banks.

Interest Rate Risk

Interest rate risk is the risk that the future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The risk that the Company will
realize a loss is limited because at present the Company holds all of its surplus cash in an
overnight interest bearing account and has no other interest bearing financial assets or
liabilities.

Liquidity Risk
The Company manages liquidity risk by maintaining sufficient cash and cash equivalent

balances to enable settlement of transactions on the due date. Accounts payable and
accrued liabilities are current.



Terra Ventures Inc.
Notes to the Financial Statements
August 31, 2008 — Page 9

Note 9

Note 10

Note 11

Non-cash Transactions

Investing and financing activities that do not have a direct impact on current cash flows are
excluded from the statements of cash flow. During the six months ended August 31, 2008,
the following transactions were excluded from the statements of cash flows:

the Company issued 3,000,000 common shares at $0.50 per share amounting to
$1,500,000 pursuant to a resource property agreement;

the Company issued 318,000 units at $0.80 per unit amounting to $254,400 as a
strategic advisor fee in connection with a private placement offering; and

the Company incurred $90,000 of mineral property expenditures that were included in
accounts payable as at August 31, 2008.

During the six months ended August 31, 2007, the following transactions were excluded
from the statements of cash flows:

the Company issued 2,226,000 common shares at an average of $1.52 per share
totalling $3,264,300 pursuant to resource property agreements and finder’s fee
agreements;

the Company issued 666,000 agent warrants at an ascribed value of $588,000 in
connection with a private placement financing. The cost of the warrants was recorded
against share capital issue costs and credited to contributed surplus; and

the Company issued 100,000 common shares at $1.10 per share as a finder’s fee in
connection with a private placement financing. The cost of the fee was charged to
share capital issue costs.

Segment Information

The Company operates in one segment — the acquisition, exploration and development of
uranium properties. As at August 31, 2008, all the operations and assets of the Company
were located in Canada save for the Grand County Property, located in Utah, USA.

Subsequent Events

i) In September 2008 the Company sought, and subsequently received, regulatory

approval to extend the expiry date of 4,750,000 warrants, bearing an exercise price of
$1.40 per share, to April 3, 2009.

ii) In October 2008, 666,000 warrants bearing an exercise price of $1.10 per share expired

unexercised.

ii1) In September 2008 the Company issued 40,000 common shares as the final finder’s fee

payment in connection with the acquisition of the Grand Count Property, Utah.



TERRA VENTURES INC. Schedule 1
SCHEDULE OF RESOURCE PROPERTIES
Six months ended August 31, 2008

(unaudited)
Canada USA
Production Interests
Lac Kachiwiss Titan Hathor Grand County Total
Balance, February 29, 2008 $ 4267919 $ 3,000,000 $ 2,369,000 $ 260,063 $ 9.896,982
Deferred exploration costs
Access Roads 38,858 - - - 38,858
Licenses/Permits & Fees 495 - - - 495
Consultants — Geological 106,162 - 2,800 - 108,962
Drilling 7,400 - - - 7,400
Travel and accommodation 11,751 - 3,809 - 15,560
164,666 - 6,609 - 171,275
Acquisition costs
Cash - - 2,500,000 - 2,500,000
Shares - - 1,500,000 - 1,500,000
- - 4,000,000 - 4,000,000
Exploration expenditure advances 65,000 - - - 65,000

Balance, August 31, 2008 $ 4497585 $ 3.000,000 § 6.375.609 $ 260,063 $ 14,133,257



