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P R E S I D E N T ’ S  M E S S A G E

Fellow Shareholders,

Aura Gold’s first year is one of achievement – a concept in October 2005, a significant financing in early 2006, a Toronto Stock

Exchange listing in July 2006 and aggressive exploration in November 2006. ■ Three highly prospective exploration property

packages, Cumaru, Inaja and Carajás Norte, totaling more than 6,000 square kilometres, were assembled in Pará State, north-central

Brazil. ■ We have established a small head office in Toronto to manage corporate activities and a country office in Brasilia

to handle exploration. ■ At Cumaru, we are establishing and drilling targets near the past-producing Gradaús mine and

numerous artisanal pits. Mapping, sampling, auger drilling and re-logging and sampling of older drill core are completed

and a minimum 3000 metre diamond drill program was started in late November. To date, we have drilled approximately

1500 metres of drilling and intersected 5.34 g/t gold over 13 metres in our second drill hole, northeast of and along

strike of the Gradaús open pit mine. Drilling is continuing near this drill intersection and on other targets. ■ At Inaja,

reconnaissance exploration has identified several targets including a 14 kilometre long, northwest-trending belt of

gold mineralization anchored by the Carrapato garimpo. Several other garimpos are located in this trend where

gold mineralization is associated with a 250 metre wide zone of abundant quartz veining. The core of the

Inaja Greenstone Belt is a ridge of banded iron formation approximately 70 kilometres long and up to

8 kilometres wide. Several smaller and more eroded ridges paralleling this main ridge show iron grades

higher than 60% – economic grades. Inaja also hosts several layered ultramafic intrusives and preliminary

geochemical sampling suggests these intrusives are anomalous in nickel and chromium. ■ The Carajás

Norte compilation of geophysical surveys and geological mapping has defined six targets, which

will now see reconnaissance programs. ■ For the future, we will continue exploration on our

three key projects. At Cumaru, we will drill targets around past-producing garimpos – artisanal

workings, which remain one of the better indicators of gold. We will also broaden the

scope of our exploration. We have only examined approximately 500 hectares, or less

than 2%, of the 36,000 hectare property and believe many other targets have yet to be

discovered. At Inaja, we will explore gold, iron and nickel targets and add more.

At Carajás Norte, we will continue target definition. ■ With a strong local presence

in Brazil, we are seeing many property submissions and will continue active

programs of evalutation and acquisition. ■ Our first year shows exceptional

growth, and will serve as a firm foundation for “value-added” in the future.

I would like to thank our shareholders for their support and to our

Board of Directors and management team for their efforts in establishing

Aura Gold as the emerging partner of choice for exploration in Brazil. 

Victor H. Bradley, CA

President, CEO

March 29, 2007
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C A R A J Á S  M E T A L L O G E N I C  P R O V I N C E

Situated in Pará State, north-central Brazil, the

Carajás Metallogenic Province is one of Brazil’s

premier metal producing regions. Carajás covers

about 140,000 km2 and came to prominence in

the later part of the 20th century. During the

1980s and early 1990s, the Carajás Metallogenic

Province was best known for its alluvial gold

deposits, accounting for approximately one-third

of Brazil’s total historic gold production. ■ Now,

a new chapter is being written. Smaller artisanal

deposits are giving way to a larger and more

diversified mineral production base. Over the

past 25 years, the region has seen improved

infrastructure and the implementation of

modern exploration methods. Carajás hosts

several world class producing mines and

numerous advanced exploration projects and

mineral occurrences – Brazil’s largest deposits

of iron, bauxite, manganese, copper, nickel

and gold have been found, particularly in the

northern portion of the Province. ■ The Carajás

Province is within the southeastern portion of

the Amazon Craton and primarily consists of

Archean intrusive rocks and greenstone belts

overlain by Proterozic platform rocks.

Greenstone belts are a well-known and diverse

metal-producing terrane. Many of the world’s

gold and base metal mines – including those

responsible for approximately 20% of the

world’s total gold production – are related to

Archean greenstone belts. ■ The size and variety

of these mineral deposits is what makes

Carajás geologically unique and an enticing

place for exploration. Some of the more significant

deposits include Salobo (1100 million tonnes

grading 0.84% copper and 0.3 g/t gold),

Sossego (320 million tonnes grading 1.2%

copper and 0.4 g/t gold), Onça/Puma, which

was sold to CVRD for US$750 million in

November 2005 (43.9 million tonnes grading

2.2% nickel) and Serra Pelada, with official

garimpeiros production of 1,225,000 oz of

gold between 1980 and 1986. ■ As the region

has opened up, many previously under-explored

greenstone belts have become accessible.

Increased access and the application of modern

exploration techniques, make the definition of

highly prospective targets easier. ■ Aura Gold

recognized this opportunity and acquired

approximately 600,000 hectares or 6,000 km2

of the Carajás Province, covering sizeable portions

of three under-explored but highly prospective

greenstone belts – Cumaru, Inaja and Carajás

Norte. In addition, Aura Gold continues to

seek out opportunities that possess the critical

elements for success: district-size land plays,

previous artisanal gold production, good

infrastructure and excellent mineral potential. 

This gold nugget, with a gross weight

of more than 1.0 kg, was extracted

from a garimpo on Aura Gold’s

Cumaru Project in 1984. The nugget,

as well as others in this annual report,

are shown at actual size and are on

display in the Museum of the Central

Bank of Brazil.
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The 36,000 hectare Cumaru project is in the

southern part of the Carajás Province, 320 km

south-southwest of the city of Marabá and 750 km

south of Belém, the capital city of Pará State.

■ Cumaru is one of the two largest historical

artisanal gold districts in the province and the

site of primary gold occurrences that make

excellent targets for modern exploration. The

Cumaru project area consists of Archean

greenstone sequences and granitic to gabbroic

intrusives, all of which have been intruded by

zone and it has been suggested the gold at

Gradaús may be related directly to the stock.

Continuing 8 km east on the adjacent Cumaru

property, there are many large and extensive

alluvial gold workings along the same intrusive-

greenstone contact. This contact zone is a

promising exploration target and it has never

been explored or drilled by a mining company.

■ Elsewhere on the property, gold showings

younger granitic bodies, one of the more

important of which is the Cumaru granodiorite

stock. All of these rocks are cut by regional

east-northeast-trending shear zones and north-

west-trending secondary structures. ■ The Gradaús

open pit mine had a limited production history

that is mainly important for demonstrating the

presence of bedrock mineralization with depth

potential. The mineralization appears to be

localized in a shear zone cutting the Cumaru

stock near its contact with the greenstone belt.

Gold occurs in high-grade veins in the shear

L O C A T I O N  A N D  G E O L O G Y

C U M A R U  G R E E N S T O N E  B E L T
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and alluvial workings occur prolifically in the

metamorphosed sedimentary and volcanic rocks

of the greenstone belt sequence. Many of these

occurrences are veins and stockwork systems in

shear zones. Some occurrences are associated

with interbedded iron formation and others are

obscured by the many large garimpos present all

This is one of the largest gold

nuggets mined from the

Cumaru Project with a gross

weight of more than 7.3 kg.

along the belt. Copper, cobalt or molybdenum

minerals are reported to occur locally with

some of the gold occurrences. In summary, the

Cumaru project area appears to offer a variety

of promising near-term and long-term exploration

gold targets, none of which has ever been explored.
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Exploration began in early June by establishing,

staffing and supplying a base camp. Field

personnel focused on evaluating historic data,

including re-logging core from 17 historic drill

holes surrounding the past-producing Gradaús

open pit. In addition, many of the past-producing

artisanal pits and most of the surrounding out-

crop within the Gradaús mining license was

mapped and sampled. A program of auger

drilling was completed to collect geochemical

samples and to define the depth of bedrock

below the strongly weathered residual overburden

known as saprolite. Finally, topographic map-

ping was completed and all data was entered

into a GIS database. ■ During the year, Aura

Gold collected 1466 m of auger samples, 657 m

of channel samples, and resampled more than

1483 m of drill core from historic drilling.

■ Based on this work Aura Gold initiated a

minimum 3000 m drill program to evaluate ten

targets surrounding the Cumaru granodiorite

and reported significant assays including 5.34 g/t

gold over 13 m (including a high-grade intercept

of 44.17 g/t gold over 1m) from hole CMD 02 in

early 2007. CMD 02 was collared in the Cumaru

granodiorite stock to test the Gradaús target,

located approximately 250 m northeast along

strike with artisanal workings. CMD 02 is

also on strike with mineralization reported in

historic drilling below the Gradaús open pit mine.

■ Gold mineralization from the intercept is

associated with up to 3% disseminated pyrite

and numerous clots, fractures and veinlets of

massive chalcopyrite and magnetite up to 1 cm

in width. Gold appears to correlate closely with

magnetite and chalcopyrite. The mineralized

interval contains between 0.18 to 0.48% copper

and locally anomalous amounts of bismuth

(up to 1946 ppm) and cobalt (235 ppm). Gold

mineralization is hosted in a broad zone of

strongly pervasive phyllic, propylitic and locally

intense potassic alteration. The mineralization

style and alteration features suggest Cumaru

may host potential for a porphyry-related or

iron oxide-copper-gold (IOCG) deposit, similar

to those in the renowned Carajás region. ■ Aura

Gold is continuing to drill additional step-out drill

holes to confirm the orientation and continuity

of this promising new gold zone and will further

evaluate established targets beneath the open

pit and peripheral to the intrusive stock in

adjacent metasedimentary units of the greenstone

sequence. ■ Targets to be tested include a

large stockwork vein system southwest of the

Gradaús open pit mine, the large high-grade

Carmelo stockwork vein system northeast of

Gradaús, and a large high-grade vein system

currently being mined by artisanal miners via

10 to 20 m shafts north of the old mine. Work

recently initiated to follow the intrusive-greenstone

contact zone to the east, onto the Cumaru

property is expected to define additional possible

drill targets. This contact area is many kilometres

long and is marked by a series of artisanal gold

workings; it has never been explored or tested

by drilling. Of the more than 35 km of the

Gradaús Greenstone Belt under control by Aura

Gold, only 2 km of this area has seen any

modern exploration.

E X P L O R A T I O N

C U M A R U  

Artisanal mining, which led to

the discovery of this 1.1 kg

gold nugget, is now evolving.

Using modern exploration

methods, Aura Gold intends to

make new discoveries in this

rich metallogenic province.

AURA GOLD
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The Inaja Greenstone Belt (“IGB”) is located

about 100 km south of the Cumaru project

in the southernmost part of the Carajás

Metallogenic Province and extends for more

than 100 km in an east-west direction. It is

a highly accessible region with excellent

infrastructure but remains scarcely explored

although historically well known for its artisanal

gold deposits. The largest of these artisanal

deposits, the Carrapato and Forquilha garimpos,

discovered and most active in the mid 1980s

occur in the eastern part of the belt and are on

exploration licenses held by Aura Gold. The

workings at these sites are several km long and

hundreds of m wide. Carrapato and Forquilha

are thought to be the third and fourth largest

garimpos in the Carajás region, ranking in

productivity after Cumaru and the famous

Serra Pelada garimpos. ■ Bedrock in the IGB

consists of Late Archean metamorphosed

volcanic and sedimentary rocks, which are

intruded by granites and gabbros. Some recent

prospecting efforts have been reported in

searches for gold, copper, nickel, iron and

diamonds, but the belt has undergone very

little systematic, serious exploration. 

I N A J A

L O C A T I O N  A N D  G E O L O G Y

12

Aura Gold has recently completed compilation

of all known geological, geophysical and

geochemical data that delineated areas of

interest on this extensive land package.

E X P L O R A T I O N

C A R R A P A T O  G A R I M
P O

F O R Q U I L H A  
G A R I M P O

B
A

N
D

E
D

I
R

O
N

F
O

R
M

A
T I O

N

AURA GOLD



13

■ In the east-central part of the IGB, Aura

Gold’s licenses encompass several alluvial gold

workings apparently related to a series of parallel

regional northwest-trending shear zones spaced

about 10 km apart. Between these shear couples,

east-tending zones of structural dilation have

formed, creating a structural setting highly

favourable for lode gold deposits and comprising

a high-priority site to explore for bedrock

gold. ■ One of the key targets identified is a

district-sized 14 km long northwest-trending

structural lineament that hosts numerous

garimpos. Within this trend lie the Carrapato

garimpo, and numerous other gold occurrences.

These historic workings are hosted within the

lineament that crosses various rock types along

a regional contact between the IGB and a large

tonalite intrusive body. Significant quantities of

gold were extracted by garimpeiros working the

overlying alluvium and the shallow portions of

wide bedrock veins along the trend. Aura Gold

has identified areas surrounding the garimpos

within the structural lineament that exhibit

closely spaced sheeted and subordinate stock-

work vein systems up to 250 m wide. These

enclosing networks of smaller gold-bearing

veins could not be exploited profitably by the

garimpeiros and, together with the large veins

at depth, constitute bulk mineable targets,

never before explored or drilled. ■ In addition

to gold targets, Aura Gold has identified significant

potential for iron ore deposits, like those in the

nearby central Carajás region. The backbone of

AURA GOLD
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the IGB is a highly resistive ridge of siliceous

banded iron formation (“BIF”), which extends

for approximately 70 km along the length of

the IGB and averages 6 km in width. Although

the BIF of this conspicuous ridge apparently

contains sub-economic amounts of iron, generally

about 30%, the reconnaissance program has

identified low relief, sub-parallel belts of much

less resistant BIF with economically interesting

grades of 60% or more iron. Given the extensive

strike length of the observed BIF system, Aura

Gold plans further detailed mapping and

sampling of these occurrences to define more

iron-rich BIF lenses of potential for size and

economic grade. ■ At the far western end of

the IGB, a structurally complex area of extensional

shears, compressional thrust faults and later

igneous intrusions, several extensive layered

ultramafic complex bodies have been identified.

A few preliminary samples show these bodies

to be anomalous in nickel and chromium

common to similar ultramafic complexes known

throughout the world. ■ Aura Gold will continue

evaluating these targets and will complete

detailed mapping and sampling before beginning

a major drill program commencing during

the second quarter of 2007.

I N A J A

AURA GOLD
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C A R A J Á S  N O R T E

The  Carajás Norte project encompasses about

400,000 hectares in 45 mineral claims spread

across a 180 km long area, which forms the

northern edge of the Carajás mining district.

The project area hosts a number of extensive

manganese prospects and some of the claims

are located close to major world-class ore

deposits of the Carajás region such as Salobo

and Serra Pelada. The area was previously

explored by Rio Tinto, Phelps Dodge and Teck

Cominco for copper and other base metals

using airborne geophysical surveys and

reconnaissance geochemical stream sediment

and soil sampling. Although some gold

occurrences were known and a few other new

gold showings were discovered by this work,

gold was not the exploration objective of these

companies. As far as known, the area has never

been tested by drilling, neither for base metals

nor for gold.

During the year, Aura Gold completed

geological, geophysical and geochemical data

compilation that prioritized areas of interest.

This compilation is being interpreted in order

to better focus preliminary exploration, which

will include mapping and sampling to define

targets for drilling. This reconnaissance

exploration program is expected to commence

during the first half of 2007.

L O C A T I O N  A N D  G E O L O G Y E X P L O R A T I O N

AURA GOLD

C A R A J Á S  N O R T E
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Introduction
This management discussion and analysis (the “MD&A”) for Aura Gold Inc. (the
“Corporation”) is for the fiscal year and fourth quarter ended December 31, 2006. Readers 
are advised to read it in conjunction with the audited consolidated financial statements for 
the fiscal periods referred to herein. All financial reporting of the Corporation is presented
in Canadian dollars. Amounts in this MD&A not using Canadian dollars are indicated as 
US$ (US dollars) or BRL (Brazilian Reais). This MD&A was prepared as of March 29, 2007. 

This MD&A may contain forward-looking statements. Forward-looking statements are based 
on current expectations that involve a number of risks and uncertainties, which could cause
actual events or results to differ materially from those reflected herein. Forward-looking 
statements are based on the estimates and opinions of management of the Corporation at the
time the statements were made. 

The Corporation's projects and the exploration history are disclosed in the press releases and
other continuous disclosure filings which may be viewed, along with additional information
relating to the Corporation itself, on the System for Electronic Document Analysis and Retrieval
(“SEDAR”) at www.sedar.com and on the Corporation's own website at www.auragoldinc.com. 
Mr. Mel Klohn, L.P.Geo., is the qualified person for the purposes of the technical information
contained herein, pursuant to the requirements of National Instrument 43-101.

Corporation's activities
Prior to the year ended December 31, 2006, the Corporation was an inactive reporting issuer
seeking a new business in the resource sector. The Corporation commenced active operations
in January 2006. Following a series of private placements and property acquisitions announced
in the Corporation's press releases, the Corporation raised gross proceeds of $10,970,000 and
acquired a portfolio of precious and base metal exploration properties located in Brazil. The
Corporation's common shares began trading on the Toronto Stock Exchange (TSX) with the
symbol “ORA” on July 25, 2006. On a non-diluted basis there were 53,380,718 common shares
issued and outstanding (the “Common Shares”) as at December 31, 2006 (81,080,718 on a fully
diluted basis). As at December 31, 2006, the Corporation had working capital of $6,077,737.

During the three months ended March 31, 2006 the Corporation completed three private 
placements for total gross proceeds of $4,070,000 and completed the acquisition of a number 
of mineral exploration properties in Brazil. Santa Elina Mines Corp. (“Santa Elina”) subscribed
to 7,000,000 units of these private placements under a non-brokered, arm's length, private
placement by the Corporation, at $0.10 per unit (total proceeds being $700,000), with each 
unit consisting of one common share of the Corporation and one half of one common share
purchase warrant which may be exercised for $0.20 per share until December 22, 2007. Part 
of the acquisitions of mineral properties was from Santa Elina, concurrent with the private
placement. Under an agreement the Corporation reached with Santa Elina (the “Santa Elina
Agreement”) the Corporation acquired 74 mineral claims with a total area of 617,472 hectares
in Pará state in Northern Brazil, along with their related databases, in exchange for a 2% net
smelter return (“NSR”) royalty on future production. The lands in the Santa Elina Agreement
make up the Carajás Norte Project, parts of the Cumaru Project and parts of the Inaja Project,
all of which are discussed elsewhere in this MD&A. 

A new management team was appointed to focus the Corporation's activities on gold and
precious metal exploration and development in Brazil. At its annual and special meeting 
held March 15, 2006, shareholders approved a special resolution to change the name of the
Corporation to “Aura Gold Inc.” to reflect this new focus on gold and precious metal resource
exploration in Brazil.

Aura Gold Inc. was continued by Articles of Continuance dated April 20, 2006, under section 187
of the Canada Business Corporations Act.

During the second quarter ended June 30, 2006, the Corporation completed more equity
financing transactions consisting of: (i) an additional 500,000 common shares sold at $0.20 
per share in a non-brokered private placement for total gross proceeds of $100,000; and (ii) 
a private placement of 17,000,000 Units sold at a price of $0.40 per Unit for aggregate gross
proceeds of $6,800,000. Each Unit consisted of one common share and one-half of one common
share purchase warrant. Each whole common share purchase warrant entitles the holder to
acquire one common share for $0.50 until November 30, 2007. In conjunction with the

financing, finders were paid a cash finders' fee of 7.0% of the gross proceeds of the financing
($476,000) and a cash structuring fee of 1.0% of the gross proceeds of the financing ($76,122)
and were issued 1,700,000 broker warrants. Each whole broker warrant entitles the holder to
acquire one Unit for $0.40 until November 30, 2007 (each unit consisting of a common share
and one-half of a common share purchase warrant, exercisable until November 30, 2007 at a
price of $0.50). In conjunction with an earlier private placement, completed during the quarter,
the Corporation granted broker warrants to acquire 500,000 common shares of the Corporation
in consideration for ongoing corporate advisory services. Each whole warrant entitles the holder
to acquire one common share of the Corporation for $0.20 until December 22, 2007.

Management's strategy is to grow Aura Gold Inc. into a profitable resource company, 
maximizing value for its shareholders, through successful exploration and strategic acquisition
in high-potential, mineralized districts of South America, primarily in Brazil. Sophisticated
exploration technologies are applied in areas of known gold mineralization, which often are
indicated by prior garimpeiro activity at surface. The Brazilian exploration activities are carried
out through a wholly-owned Brazilian subsidiary, Aura Gold Mineração Ltda, which holds
claim title, is party to the option agreements and generally manages the field operations of the
Corporation as required. The Cumaru Project was the subject of a May 1, 2006 Technical Report
conforming to National Instrument 43-101, entitled “Technical Report – 2006 – for Aura Gold
Inc. on the Cumaru-Gradaús Gold Project, Pará State, Brazil” and prepared by Chris Broili,
C.P.Geo. & L.P. Geo. and Mel Klohn, L.P.Geo. This report may be viewed along with the
Corporation's other filings on www.sedar.com. 

An active field exploration program, including preliminary geological mapping, surface
sampling, surveying and some auger drilling got underway at Cumaru during the second
quarter with diamond drilling of known gold-mineralized zones commencing later in the year.
Initial field work began in the Inaja project area during the latter part of the year and first
results were released in the subsequent quarter.

Aura Gold's Brazilian projects have a total area of 608,737 hectares as outlined in the
following table. 

Project Area (ha) Aura Gold Ownership
Cumaru (Gradaús Property) 1,636 Option to acquire 100%

Cumaru (Yamana Property) 39,960 Option to earn 70%
(100% acquis’n pending)

Cumaru (Santa Elina Property) 51,920 100% held
Inaja 108,809 Options to acquire 100%
Inaja 7,000 100% held
Carajás Norte 399,412 100% held
Total area 608,737

During the second quarter it was decided not to pursue further a final agreement for Aldebaran,
one of the potential Brazilian projects described in the March 30, 2006 press release. During the
third quarter an option to acquire a 100% interest in a Chilean property consisting of four
groups of mining concessions totaling 19,300 hectares within the Central Valley of the
Antofogasta region of northern Chile was announced, but results from the first round of field
exploration did not warrant further work by the Corporation and the option agreement was
terminated before the end of the year.

Cumaru Project

Land Holdings
The Cumaru Project consists of the Gradaús property and the Cumaru property. The Gradaús
property agreement gives the Corporation the right to acquire 100% of the Gradaús property
(1,636 hectares in 3 licenses) from Mineração Gradaús Ltda for cash payments totaling
US$535,000, share issuances of 500,000 shares to an arm's length party (of which US$ 100,000
has now been paid and 300,000 shares issued) and incurring exploration expenditures of
US$1,500,000 over the three year period ending January 1, 2009, with US$250,000 to be
expended within the first year.
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Due date Payment (US$) Shares
On signing 25,000 nil paid
1 Jan 2006 nil 100,000 issued
1 Jul 2006 25,000 100,000 paid and issued
1 Jan 2007 50,000 100,000 paid and issued (subsequent to year end)
1 Jul 2007 50,000 100,000
1 Jan 2008 100,000 100,000
1 Jul 2008 135,000 nil
1 Jan 2009 150,000 nil
Totals 535,000 500,000

The original Cumaru property agreement with Yamana Gold Inc. (“Yamana”) regarding 
8 licenses forming part of the Cumaru property of 39,960 hectares, gave the Corporation the 
right to acquire a 70% interest in the licenses for the issuance of 1,000,000 shares (issued) and
the expenditure of US$3,000,000 over three years to April 3, 2009 on the property. US$1,000,000
of the work expenditure requirement is mandated by the terms of an underlying agreement.
Future production from the 8 licenses would be subject to a 1.5% NSR royalty, also pursuant 
to the underlying agreement, although it may be purchased at any time for US$1,250,000. 
Apart from the optional payment to extinguish the royalty, no cash payments or further share
issuances are required. 

On October 23, 2006, the Corporation announced a new agreement with Yamana revising the
original option terms, subject to regulatory approval. Under the revised agreement, the interest
to be acquired by the Corporation would increase to 100% and work requirements would be
reduced to only the US$1,000,000 required before July 2008 by the underlying agreement. The
NSR royalty of the underlying agreement would remain in place but the Corporation still retains
the right to buy it out. Consideration for the revised agreement is the issue of an additional
6,000,000 shares of the Corporation's stock to Yamana. Regulatory approval has been received
for the new agreement with Yamana, and it is expected to close in the second quarter of 2007.

Seven licenses in the Cumaru property that were under the Santa Elina Agreement (the 
description of which is presented elsewhere in this MD&A), for 51, 920 hectares, are subject 
to no cash payments or share issuances, but carry a 2% NSR royalty to Santa Elina from any 
future production. The areas these licenses cover were not part of the 43-101 Report due to the
fact that at the time the Report was prepared these licenses were not part of the deal and therefore
were not visited.

Location and General Geology 
The Cumaru Gold Project is in the southern part of the Carajás Metallogenic Province, 320 
kilometres SSW of the city of Marabá and 750 kilometres south of Belém, the capital city of Pará
State in northern Brazil. This metallogenic province is one of the most productive regions of
Brazil, containing a number of large, world-class deposits of iron, manganese, bauxite, copper,
nickel, zinc and gold. The province is underlain almost entirely by rocks of Precambrian age
and mineral deposits are associated principally with the Achaean-age metavolcanic and
intrusive igneous components of this terrain.

Cumaru is the largest and second most famous historical artisanal gold district in the province and
the site of at least two types of primary gold occurrences that comprise excellent targets for modern
exploration. The Cumaru project includes a 35 kilometres long belt of Achaean-age greenstone
sequences and granitic to gabbroic intrusives, including at least one layered ultra nickel complex,
all of which have been intruded by slightly younger Archean granitic bodies, including the Cumaru
granodiorite stock. All of these rocks are cut by regional ENE-trending shear zones and NW-
trending secondary structures. The Gradaús mine near the western end of the belt, has a limited
production history that demonstrates the presence of bedrock mineralization at depth beneath the
artisanal workings. The mineralization appears to be localized in a shear zone cutting the Cumaru
stock near its contact with the greenstone belt. Gold occurs in high-grade veins in the shear zone
and as low-grade disseminations in the surrounding alteration envelope. Historical results suggest
the gold at Gradaús may be related directly to the stock, and perhaps an example of a Precambrian
porphyry-style gold deposit. Continuing eight kilometres east on Gradaús on to the adjacent
Cumaru property, there are large and extensive alluvial gold workings along the same intrusive-
greenstone contact. This contact zone suggests an obvious and promising exploration target;
however, it has never been systematically explored by a mining company nor tested by drilling. 

Elsewhere, gold showings and alluvial workings occur prolifically in the metamorphosed 
sedimentary and volcanic rocks of the greenstone belt sequence. Many of these occurrences 
are veins and stockwork systems in shear zones. Some occurrences are associated with
interbedded iron formation and others are obscured by the many large garimpos present all
along the belt. Copper, cobalt or molybdenum minerals are reported to occur locally with some
of the gold occurrences. In summary, the Cumaru project area appears to offer a variety of
promising near-term and long-term exploration gold targets, none of which has ever been
systematically explored.

Exploration
Field work commenced at Cumaru in early June 2006. Initial exploration consisted of (i)
drilling power auger holes to sample the saprolite layer and to determine depths to bedrock; 
(ii) mapping and sampling in old garimpo pits; (iii) re-logging old drill core; (iv) making
soundings across the water-filled Gradaús pit to determine depth; (v) contract topographic
mapping; and (vi) planning of a minimum 3,000 metre diamond core drilling program. 

At least six drill targets were identified by early exploration work. Some targets are gold zones
intersected in the historic drilling beneath the old open pit. Others are newly discovered targets
in meta-sedimentary units of the greenstone sequence peripheral to the intrusive stock. One of
the possible greenstone target areas is a large and promising stockwork vein system southwest 
of the Gradaús mine. Another target area, north of the old mine, is a large high-grade vein
system the upper portion of which is currently being mined by artisanal miners (garimpeiros)
through 10 to 20 metre shafts. Mapping and prospecting work in the third quarter followed the
intrusive-greenstone contact zone to the east, onto the Cumaru property, searching for additional
drill targets. This contact area is many kilometres long, is marked by a series of artisanal
surface gold workings and has never been systematically explored or tested by drilling. 

In late November the Corporation announced commencement of its first diamond drilling
program at Gradaús. Planned locations of the first 10 holes of a planned 3,000 metre drill
program were disclosed in early February 2007. The drilling is designed to test mineralized
shears related to the granodiorite contact, a cross-cutting shear zone in the greenstones near
both the old Gradaús pit and the granodiorite contact, the mineralization underneath the old
Gradaús pit and areas of known surface gold underlain by the granodiorite. Gold assay results 
of split core from the first three drill holes (total length of 480 metres) were disclosed in the
February 26 press release. 

Hole CMD 02 was drilled towards the southeast on the Gradaús target, on strike to the northeast
of mineralization reported from the old Gradaús pit and some nearby artisanal gold workings. 
A 13 metre intersection in the core had an encouraging composite gold value of 5.34 grams per
tone (“g/t”), which included a central 1 metre intersection of 44.17 g/t gold. Gold seems to
correlate with higher pyrite, chalcopyrite and magnetite content. An estimate of thickness or
direction or shape of the mineralized zone cannot be determined from this single drill hole
intersection, and several more drill holes are planned to continue testing the Gradaús target for
consistency and orientation. 

Holes CMD 01 and CMD 03 tested the Mineiro target, about 300 metres north of the Gradaús
target, with a 2 hole fence oriented to the southwest within the greenstone sequence. Anomalous
gold was encountered in the upper parts of hole CMD 01, with a 1 metre vein intersection at 147
metres down the hole that assayed 4.5 g/t gold. Hole CMD 03 drilled above CMD 01 in the section
and about 100 metres ahead, hit only locally anomalous gold values. The Corporation feels that
the Mineiro target has been sufficiently tested with these two holes.

The drill program continued in the new year, testing a number of other targets in the area and
is ongoing as of the date of this MD&A. Several holes in the ongoing program will be directed to
further testing of the mineralization near hole CMD 02.

Inaja Project

Land Holdings
The Inaja project contains 16 mineral claims covering 115,809 hectares of land, acquired under
six separate arm's length agreements. One of these mineral exploration licenses covering 1,000
hectares was acquired under the Santa Elina Agreement, the description of which is presented
elsewhere in this MD&A and another, covering 6,000 hectares the Corporation applied for.
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Two additional arm's length option agreements give the Corporation the right to acquire a
100% interest in a further 20 mineral claims totaling up to 18,542 hectares (not included in 
the previous totals) subject to the present owner sorting out title issues with the Department of
Mines (“DNPN”). If all these agreements were to be taken to completion, the Corporation could
acquire 100% interests in all properties for optional cash payments totaling US$2,095,000 and
issuance of 1,750,000 shares in total. Of these totals, US$450,000 has been paid and 950,000
shares have been issued to date. 

Date Payments Shares Date Payments Shares
Jan 1, 2006 $ 145,000 750,000 paid/issued June 1, 2008 245,000 100,000
June 1, 2006 60,000 100,000 paid/issued June 30, 2008 302,500
June 30, 2006 75,000 paid Dec 1, 2008 55,000 100,000
Dec 1, 2006 82,500 100,000 paid/issued Dec 31, 2008 300,000
Dec 31, 2006 87,500 paid June 1, 2009 85,000 100,000
June 1, 2007 157,500 100,000 Dec 1, 2009 25,000 100,000
June 30, 2007 115,000 June 1, 2010 25,000 100,000
Dec 1, 2007 170,000 100,000 Dec 1, 2010 25,000 100,000
Dec 31, 2007 140,000 Totals $2,095,000.00 1,750,000

Location and General Geology
The Inaja Greenstone Belt is located approximately 100 kilometres south of Cumaru-Gradaús
in the southernmost part of the Carajás region and extends for more than 100 kilometres in 
an east-west direction. It remains scarcely explored although is historically well known for 
alluvial gold deposits, discovered and most active in the mid-1980s. The largest of these 
artisanal workings, the Carrapato and Forquilha garimpos in the east-central part of the belt,
are on concessions recently acquired by the Corporation. The workings at these sites are each 
a kilometre or more long and hundreds of metres wide. Carrapato and Forquilha are thought 
to be the third and fourth largest garimpos in the Carajás region, ranking in productivity after
the famous Serra Pelada and Cumaru garimpos. 

Bedrock in the Inaja Greenstone Belt consists of Archean-age metamorphosed volcanic and
sedimentary rocks intruded by slightly younger bodies of granitic to gabbroic igneous rocks.
Some recent prospecting efforts have been reported for copper, nickel, iron and diamonds, but
the belt has undergone very little systematic exploration for gold. 

The prominent Serra dos Inaja mountain range extends approximately 70 kilometres along
strike within the Inaja Greenstone Belt. Published geological reports indicate the mountain
range consists primarily of a thick and regionally extensive sequence of banded iron formation

In the west-central part of the Inaja belt, Aura Gold's concessions encompass several alluvial
gold workings apparently related to a series of parallel regional NW-SE shear zones spaced
about 10 kilometres apart. Between these NW-SE shear couples, E-W trending zones of structural
dilation have formed, creating a structural setting highly favorable for lode gold deposits and
comprising a high-priority site to explore for bedrock gold.

The far western end of the belt, also controlled by Aura Gold, is a structurally complex area of
extensional shears, compressional thrust faults and later igneous intrusions. This area contains
several significant alluvial gold workings and a number of prospects for other commodities such
as nickel, manganese and iron.

Exploration
Aura Gold's initial work in the Inaja area consisted of first-pass reconnaissance and data compi-
lation, largely carried out by an experienced contractor. This work confirmed that this Achaean
greenstone terrain contains many of the rock types with a high potential for hosting mineral
deposits, including gold, iron, nickel, copper and diamonds, in greenstone belt environments. 

Early work identified two priority areas for more detailed follow-up. The first target area is the
“Carrapato Trend”, a linear zone about 14 kilometres long by a kilometre wide that includes 
a number of surface showings and artisanal workings, anchored by Carrapato garimpo, The
second is an area that suggests good potential for copper, nickel and chromium mineralization
related to differentiated ultramafic rocks mapped in the western part of the belt. The rock types
are those commonly forming part of layered intrusive complexes. The Corporation is stepping
up its exploration of the Inaja greenstone belt in 2007 utilizing its own crews to focus on the 
two high priority areas identified so far and to continue its evaluation of the whole belt.

Carajás Norte Project

General description
The Carajás Norte Project presently consists of 55 mining claims containing a total of 399,412
hectares in Pará state, northeastern Brazil. Geographically, geologically and historically the
claims cluster into three areas referred to as Far North Carajás, North Carajás and Tapajós in
the following discussion. Tapajós is in fact a separate gold province, analogous to Carajás, but
more isolated, much less developed and as yet lacking the large discoveries that have made the
Carajás province so well known. Geology of the land held by the Corporation is poorly understood
in all three cases and plans are to start reconnaissance prospecting and mapping in certain of
these areas in the first quarter of 2007

Carajás Norte Project – Far North Carajás Area 
The Far North Carajás Area mineral claims are distributed across a 100 kilometre long area
about 150 kilometres north of the main Carajás mining district and 190 kilometres northwest 
of the city of Marabá. This area hosts a number of extensive manganese prospects and has other
geological similarities significantly similar to the Carajás district. The ground was previously
explored by Rio Tinto PLC (“Rio Tinto”) with geophysical surveys and reconnaissance
sampling focused on copper and other base metals. Although gold occurrences are known and 
a few new gold showings were found by Rio Tinto, the area was not explored for gold. As far as
Aura Gold can determine, the area has never been tested for gold or base metals by drilling.

Carajás Norte Project – North Carajás Area 
The North Carajás Area mineral claims are distributed along a 160 kilometre long area
extending 15 kilometres northeast to 120 kilometres northwest of the Carajás mining district.
The area is centered about 100 kilometres west of the city of Marabá. Some of the claims are
located close to major world-class ore deposits such as Salobo and Serra Pelada. The claims
were previously explored by Teck Cominco Limited (“Teck”) with geophysical surveys and
reconnaissance sampling focused on copper and other base metals, but was never drilled. Gold
occurrences are reported throughout the region but the claims have never been examined in
detail for gold. In the quarter ended September 30, 2006, the Corporation engaged consultants
to complete geological, geophysical and geochemical data compilation to prioritize areas of
interest for follow-up field work. This compilation work should lead to the launching of actual
field work in the new year.

Carajás Norte Project – Tapajós Area
The Tapajós Area mineral claims are located in the southern Tapajós region, acquired as part 
of the package in the Santa Elina agreement. The Tapajós region, centered about 600 
kilometres west of Carajás and 700 kilometres west of the city of Marabá, consists of Proterozoic
age intrusives and platform sequences that overly an Achaean terrain known to contain 
greenstone belts. Extensive garimpeiro activities as well as interesting geology and mineralization
are known to exist in the northern part of the Tapajós region. Little is presently known, however,
about the geology and mineral potential of the southern Tapajós region or these particular
claims, which still require an initial field examination.

Overall Performance
The financial results for the year ended December 31, 2006 demonstrate the Corporation's
dramatic growth and increased level of field activity. This growth is seen in the increased
general operating expenditures for the year of $1,527,992, which is net of $1,986,400 in 
non-cash Stock-Based Compensation expenses, $252,546 of general exploration and $121,721
of mineral interests written off, compared to $529,850 in the fourth quarter and $29,756 for the
complete previous financial year). It is also obvious in its growing investment in the acquisition
and exploration of its Brazilian mineral exploration properties ($2,819,755 at the end of the
fourth quarter compared to $1,863,950 at the end of the previous quarter and nil at the 
beginning of the year). Descriptions of the exploration and other activities and summaries
of results are presented elsewhere in this MD&A.

The Corporation's audited consolidated financial statements have been prepared in accordance
with Canadian Generally Accepted Accounting Principles on a going concern basis, which
assumes the realization of assets and liquidation of liabilities in the normal course of the
Corporation's business. The application of the going concern concept is dependent on the
Corporation's ability to obtain financing to continue its operations. As a mineral exploration
company, the Corporation has no present sources of revenue, other than interest earned on cash
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and short-term money market instruments, derived from the proceeds and of issuance share
capital. There are presently no quantifiable deposits of minerals known on the mineral 
exploration properties of the Corporation, and activities of the Corporation on the properties
constitute exploratory searches for minerals.

The Corporation funds its corporate and administrative costs, the costs of assembling its 
packages of exploration properties, its costs of exploring those properties, assessing additional
business opportunities and other normal course expenditures. Most recently, during the quarter
ended June 30, 2006, it raised funds through the issuance of private placement units. In the
foreseeable future the Corporation will remain dependent on the issuance of further shares to
raise funds to carry out its objectives of advancing the exploration of its properties. The ability 
to raise such funding will depend on the state of the gold and other commodity markets and on
the state of equity markets in general as well as the exploration results achieved on the proper

Selected Annual and Quarterly Information
The following summaries present certain key financial information which is more fully
disclosed in the accompanying audited consolidated financial statements. 

Consolidated Balance Sheet 
Dec 31, 2006 ($) Sept 30, 2006 ($) Dec 31, 2005 ($)

Current assets 6,751,766 7,933,837 31,997
Current liabilities 674,029 307,864 10,836
Working capital 6,077,737 7,625,973 21,161
Total assets 9,751,719 9,959,114 31,997
Mineral interest 2,819,755 1,863,950 -
Long term liabilities - - -
Shareholders’ equity 9,077,690 9,651,250 21,161
Deficit (4,072,451) (3,326,644) (332,693)

Consolidated Statement of Operations and Deficit Data – Three months and twelve months
ended December 31, 2006 (audited) and the year ended December 31, 2005 (audited) 

Twelve months Three months Twelve months
ended ended ended

Dec 31, 2006($) Dec 31, 2006($) Dec 31, 2005($)
Total revenues - - -
Expenses 1,527,992 529,850 29,756
Stock-based compensation (non-cash) 1,986,400 - -
Net loss (*) 3,739,758 745,807 29,756
Cash dividend - - -
Net loss (Per Share) (0.08) (0.05) (0.03)
Net loss (Per Share, Fully Diluted) (0.08) (0.05) (0.03)

(*) Net of interest income, general exploration and mineral interests written-off
Note: Net loss per share on a fully diluted basis is the same as net loss per share on an undiluted basis, as all
factors which were considered in the calculation are anti-dilutive.

The Corporation's current assets decreased in the quarter as a result of the ongoing exploration
which now included diamond drilling, funded out of the cash and equivalents deriving from 
the private placement financings completed earlier in the year. The Current Liabilities balance
increased over the quarter and the year, reflecting the higher accounts payable and accruals for
exploration and corporate activity following the return to active business, and is all in the
normal course. The working capital decrease over the quarter is mainly a result of the decrease in
cash and equivalents that went to fund exploration and corporate activities. “Mineral Interests”,
the cumulative amount expended on the Corporation's exploration activities, grew as a result of
the increasing level of continuing exploration activity. Expenses in general are up sharply up in
the year over the previous year ($3,739,758 vs. $29,756 for the previous, inactive year) but this
amount includes $1,986,400 (previous year nil) as a non-cash expense reflecting stock based
compensation. Ignoring this single item, the annual expenses are $1,753,358, which reflects the
administrative and corporate costs of supporting the increased exploration activity levels described
above, interest income earned, general exploration and any mineral interests written off.

Stock-based compensation is a calculated (Black-Scholes method) fair value assigned to the
options, granted under the Corporation's stock option plan, that vested during the year. It also

appears as Stock Options within Shareholders' Equity on the balance sheet. If and when options
are exercised the assigned value is removed from the Stock Options value and added to the
common shares value.

Results of Operations

General and Administrative Expenses
Increases in all general accounts are a result of the reactivated status of the Corporation and 
are all normal costs associated with starting up and running a public company in this industry,
including establishing a head office and related personnel. Similar costs did not occur in the
prior year when the Corporation was inactive. Analogous costs can be expected in future,
although the non-cash expense of the Stock Based Compensation will only recur as and when
additional options are granted by the board of directors under the Corporation's Stock Option
Plan. General Exploration comprises costs related to acquiring ground and planning and 
supervision of the field exploration activities getting underway that cannot be assigned to 
particular properties mineral interest details of the Mineral Interests, consisting of deferred
acquisition, exploration and development expenditures incurred for the projects and 
exploration advances during the year are presented in the following table. 

Cumaru Carajás
(Gradaús) Cumaru Inaja Norte Chile

Project Project Project Project Project Total

Balance, 
December 31, 2005 $             - $               - $               - $               - $               - $               -

Additions during the period
Acquisition costs 170,872 206,174 815,070 - 74,191 1,266,307

Consulting 65,062 80,241 152,794 44,111 13,002 355,210

Geological and assays 232,249 156,503 34,031 7,786 - 430,569

Legal and due diligence 19,226 62,913 1,812 1,720 8,404 94,075

Exploration support 31,844 31,775 26,820 127 968 91,534

Travel 74,208 139,069 46,479 207 3,287 263,250

Land maintenance 2,685 20,511 100,629 - 21,869 145,694

Field supplies 26,759 27,294 26,972 - - 81,025

Amortization - 23,528 - - - 23,528

Salaries, wages and benefits   34,105 31,877 - - - 65,982

Project management 14,600 14,600 22,144 5,083 - 56,427

Geophysical - - - 1,324 - 1,324

Drilling 66,551 - - - - 66,551

Exploration costs 567,289 588,311 411,681 60,358 47,530 1,675,169

Exploration and 
acquisition costs 738,161 794,485 1,226,751 60,358 121,721 2,941,476

Write off - - - - (121,721) (121,721)

Balance, 
December 31, 2006 $ 738,161 $  794,485 $1,226,751 $    60,358 $               - $2,819,755

There were no prior year exploration expenses in due of the previous inactive period.
Exploration began with data location and review concerning the recently acquired properties,
and preparing a Technical Report to NI43-101 standards that outlined past work, identified
further potential and recommended a program of work to test it. By June, field work had
commenced at Cumaru that included (i) drilling auger holes to sample the saprolite layer for
gold content and determine depths to bedrock; (ii) mapping and sampling in old garimpo pits;
(iii) re-logging old drill core; (iv) making soundings across the water-filled Gradaús pit to
determine depth; and (v) contract topographic mapping. The first program of diamond drilling
commenced at Cumaru in the fourth quarter. Field reconnaissance was underway at Inaja
during the quarter as well. The table illustrates that very little was done on the other properties
during the quarter, as they are still in the phase of compiling prior technical information and
assessing the best approaches to future exploration. 

The exploration property acquisition costs and exploration expenditures are accumulated at
cost on the Balance Sheet as “Mineral Interests” until a property commences production. After
commencement of production the accumulated costs are depleted on a unit of production basis
pro rata to the proportion of total reserves and resources mined in any period, thus matching in
time the costs of finding and developing the mine with the revenues from the mine. If a property
is determined not to be economic but is still retained as an asset, the accumulated value will be
written down to the net realizable value of the asset and any excess expensed. If a property with
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accumulated value is abandoned or sold, its deferred expenses are expensed to operations in the
period of such sale or abandonment. Losses incurred since inception are due mainly to general
and administrative expenses, which includes professional staff time related to corporate setup,
searching for suitable property acquisitions, planning and initiating the current exploration
activity on the Cumaru Project. The Corporation anticipates such losses will continue given the
nature of its business, until such time as it may bring a mine into production. 

Summary of Quarterly Results
The following two-part table presents key financial data on a quarter by quarter basis for the
most recent eight financial quarters. The effects of the reactivation of the Corporation, the 2006
financings, the TSX listing and commencement of the field work as described elsewhere in this
MD&A are clearly reflected in the increased balances in the Working Capital, Mineral Interests
(exploration activity) and General Administration accounts. The information contained is from
the financial statements of the Corporation for each of the respective quarters.

Three Months Ended December 31 September 30 June 30 March 31
2006($) 2006($) 2006($) 2006($)

(audited) (unaudited) (unaudited) (unaudited)
Revenue in quarter nil nil nil nil
Working Capital (Deficit) 6,077,737 7,625,973 8,802,218 3,304,904
Expenses in quarter 529,850 2,406,908 380,561 295,240
Mineral Interests 2,819,755 1,863,950 1,236,789 844,693
Net Loss in quarter 745,807 2,374,276 331,573 288,102
Net Loss per Share
(basic and fully diluted) 0.05 0.05 0.01 0.01

Three Months Ended December 31 September 30 June 30 March 31
2005($) 2005($) 2005($) 2005($)

(audited) (unaudited) (unaudited) (unaudited)
Revenue in quarter nil nil nil nil
Working Capital (Deficit) 21,161 30,851 45,632 (51,600)
Expenses in quarter 9,690 14,781 2,768 2,517
Mineral Interests - - - -
Net Loss in quarter 9,690 14,781 2,768 2,517
Net Loss per Share
(basic and fully diluted) 0.00 0.01 0.00 0.00

Liquidity
During the three months ending December 31, 2006 the Corporation's cash and equivalents
position decreased from $7,749,666 to $6,588,742. Working capital decreased from $7,625,973
to $6,077,737. This reflects the costs of field activities at Cumaru-Gradaús, commencing 
preliminary exploration at Inaja, continuing the general data review of the newly acquired
lands, evaluating new opportunities and continuing to set up and run the operational structure
of the Corporation. The contrast with the inactive prior year period is obvious. The Corporation
had no cash as at December 31, 2004 or 2003, and cash in the amount of $29,102, and prepaid
expenses in the amount of $2,895 as at December 31, 2005.

Other than as discussed herein, the Corporation is not aware of any trends, demands, 
commitments, events or uncertainties that may result in the Corporation's liquidity or capital
resources either materially increasing or decreasing at present or in the foreseeable future.
Material increases or decreases in the Corporation's liquidity and capital resources will be
substantially determined by the success or failure of the Corporation's business plans and its
ability to obtain additional equity financing when required.

Capital Resources
The Corporation has no commitments for capital expenditures, but is required to make certain
expenditures to keep the various project lands in good standing, including minimum 
exploration expenditures required by Brazilian mining laws, payment of mining taxes
calculated on the basis of surface area in the concessions and option payments in cash and in
shares. The exploration work being done and the Corporation's cash resources will be sufficient

to satisfy these requirements through the current and subsequent programs to evaluate the land
holdings and decide which warrant maintaining for additional exploration in the longer term.
Further details regarding property payments and work requirements are disclosed under the
property descriptions in “Corporate Activities” above, and in Note 5 of the consolidated annual
financial statements for the years ended December 31, 2006.

The net proceeds of the private placements are currently being used by the Corporation to fund
its mineral exploration programs, as well as for general corporate and working capital purposes.
The Corporation intends to fund all future commitments with cash on hand, or through any
other financing alternative it may have available to it at the time in question. 

The Corporation's share capital consists of an unlimited number of common shares without 
par value. As at December 31, 2006 the Corporation had no convertible securities or other shares
subject to issuance other than the common share purchase warrants outlined below, the shares
reserved for property acquisition as described in “Corporation's Activities”, shares reserved for
options granted under the incentive stock option plan described below and the shares to be
issued to Yamana on closing the agreement to increase the Cumaru project interest to 100%, 
as described earlier. After the exercise of 650,000 warrants, the total number of shares subject 
to issuance is 27,700,000. 

During the year a total of 52,200,000 shares were issued to participants in four rounds of 
private placement financing, as partial payments for exploration properties in Brazil and for
exercised warrants. The Corporation had 53,380,718 common shares issued and outstanding 
at December 31, 2006. 

The Corporation had 14,550,000 common share purchase warrants outstanding as of December
31, 2006 as outlined in the following table. Up to an additional 850,000 warrants could be
issued, if and when the Brokers 2 Series Warrants are exercised.

Series Number Expiry Exercise price To purchase
Series 1 3,500,000 22 Dec 2007 $0.20 1 common share
Brokers 1 1,500,000 22 Dec 2007 $0.20 1 common share
Series 2 8,500,000 30 Nov 2007 $0.50 1 common share

Brokers 2 1,700,000 30 Nov 2007 $0.40 1 unit of 1 common share
and 1⁄2 of one common 
share purchase warrant 
(same terms as Series 2)

Total issued 15,200,000
Exercised (650,000) (Brokers 1 series)
Outstanding 14,550,000

The Corporation granted a total of 5,200,000 options to certain of the Corporation's directors,
officers and consultants, out of the total of 6,000,000 shares available to it under its incentive
stock option plan. The exercise price for these options was equal to the most recent closing price
of the Corporation's shares on the TSX on the date of grant. 

Shares subject to issuance as of December 31, 2006 are made up of:

Description Number
Common share purchase warrants 14,550,000
Warrants to be issued for Broker Series 2 warrants 850,000
Property option payments 1,100,000
Stock options granted 5,200,000
Yamana Cumaru interest buyout 6,000,000

27,700,000

The fully diluted share total for December 31, 2006, including all 27,700,000 of the shares
subject to issuance in addition to those already issued at that date, comes to 81,080,718.
Subsequent to the end of the year, an additional total of 650,000 options were granted to a new
director and a new officer of the Corporation. These options remain exercisable for a term
ending January 11, 2012 at a price of $0.63 per share. 
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Off-Balance Sheet Arrangements
The Corporation does not have any off-balance sheet arrangements.

Transactions with Related Parties
The related financial statements outline several related party transactions during the current
year that were part of the normal course of the Corporation's business, namely: 

• The $4,836 owing at December 31, 2005 to a corporation controlled by a former officer and
director of the Corporation for certain expenditures incurred by the corporation on behalf of
the Corporation was paid early in the year to leave a nil balance at December 31, 2006. These
amounts relate to arm's length suppliers and service providers incurred with respect to the
normal operations of the Corporation and were charged at cost.

• Victor H. Bradley, Chief Executive Officer and director of the Corporation, and Patrick J. Mars
and Peter Marrone, directors of the Corporation, are also directors of Yamana Gold Inc., a
company that optioned some of the lands at the Cumaru Project to the Corporation and with
which an agreement was later negotiated to acquire the complete 100% interest in those lands.

• An individual related to the President of the Corporation, provided design services relating to
the Corporation's website, corporate graphics and investor relations material, costing a total
of $56,804. 

• Officers, directors and corporations associated with directors of the Corporation, subscribed
for a total of 4,825,000 common shares for gross proceeds of $200,000 pursuant to the 
private placements described in Notes 6(b)(i) and (iii) to the related unaudited consolidated
financial statements.

• Melvin L. Klohn, a Vice President of the Corporation, is also a member of the Paleocene
Syndicate, the vending party of the newly acquired exploration property in Chile that was
acquired, assessed and dropped during the year. As such he was not involved on behalf of 
the Corporation in the evaluation and negotiations for the acquisition. 

• Included in accounts payable and accrued liabilities as at December 31, 2006 is $46,737
(compared to nil at December 31, 2005) owing to directors and officers of the 
Corporation, representing invoices submitted but not yet paid for their usual fees and/or 
reimbursable expenses.

The above transactions took place in the normal course of operations and on terms customary
for arm's length transactions of this sort. All such transactions requiring board approval were
approved by a majority of the non-interested directors with the interested directors abstaining.

Subsequent Events
The new agreement the Corporation negotiated during the year with Yamana regarding the
Cumaru option agreement has not yet closed. On closing the Corporation will issue 6,000,000
shares of its common stock to Yamana, after which Yamana will own an approximately 11.9%
interest in the Corporation. Certain ongoing land management activities have continued to
result in decisions to reduce or expand land holdings of the Corporation but no material
changes in holdings have occurred. Regulatory approval has already been received and closing
of this transaction is expected to occur in the second quarter of 2007

The Company issued 437,500 common shares for proceeds of $218,750 on the exercise of share
purchase warrants.

The Company issued 100,000 common shares valued at $57,000 as part of a property agreement
as discussed in Note 5(c(ii)) of the audited consolidated financial statements for the year ended
December 31, 2006.

On March 27, 2007 the Company entered into an agreement with Zoneplan Limited
(“Zoneplan”) and Repalla (Holdings) Inc., to acquire the Arapiraca mineral project, a total
land area of which is approximately 150,000 hectares, located in Brazil. The acquisition is
subject to due diligence, shareholder and regulatory approvals. As consideration for purchase 
of the Arapiraca assets, the Company will issue approximately 341 million units, with each unit
consisting of one common share and one-half of one common share purchase warrant, with
each full warrant entitling the holder to purchase one common share of the Company at a price
of $1.00 for a period of 4 years from the closing date of this transaction. The vendors will have

the right to participate in new financings and will be entitled to place a representative on the
Company's Board of Directors. Zoneplan will retain net smelter return royalties on future
production of 0.75% on copper, 1.0% on gold and 2.5% on all other mineral production. For
further details please see March 27, 2007 press release on www.sedar.com 

Critical Accounting Estimates
Critical accounting estimates used in the preparation of the financial statements include the
Corporation's estimate of recoverable value of its mineral properties and related deferred 
exploration expenditures as well as the value of stock-based compensation. Both of these 
estimates involve considerable judgment and are, or could be, affected by significant factors 
that are out of the Corporation's control.

The factors affecting stock-based compensation include estimates of when stock options and
compensation warrants might be exercised and stock price volatility. The timing for exercise of
options is out of the Corporation's control and will depend on a variety of factors, including the
market value of the Corporation's shares and financial objectives of the stock-based instrument
holders. The Corporation used historical data to determine volatility in accordance with the
Black-Scholes option pricing model. However, the future volatility is uncertain and the model
has its limitations.

The Corporation's recoverability of the recorded value of its mineral properties and associated
deferred exploration expenses is based on current market conditions for minerals, underlying
mineral resources associated with the properties and future costs that may be required for ultimate
realization through mining operations or by sale. The Corporation operates in an industry that
is dependent on a number of factors including environmental, legal and political risks, the 
existence of economically recoverable reserves, the ability of the Corporation and its subsidiaries
to obtain necessary financing to complete the development, and future profitable production or
the proceeds of disposition thereof. These are more extensively outlined under “Risk Factors”.

Financial Instruments and Other Instruments
The Corporation's financial instruments consist of cash and cash equivalents, amounts 
receivable and accounts payable and accrued liabilities. Risk management of the cash 
instrument, consists of placing cash only with institutions of high credit worthiness. 

Risk Factors 
An investment in the securities of the Corporation is highly speculative and involves numerous
and significant risks and should be undertaken only by investors whose financial resources are
sufficient to enable them to assume such risks and who have no need for immediate liquidity in
their investment. Prospective investors should carefully consider the risk factors described below.

Development Stage Corporation & Exploration Risks
The Corporation is engaged in the business of exploration for, and development of, precious and
base metals deposits in South America. The properties of the Corporation have no established
reserves. There is no assurance that any of the properties can be mined profitably. Accordingly, 
it is not assured that the Corporation will realize any profits in the short to medium term, if at
all. Any profitability in the future from the business of the Corporation will be dependent upon
developing and commercially mining an economic deposit of minerals, which itself is subject 
to numerous risk factors. Exploration and development of mineral deposits involves a high
degree of financial risk over a significant period of time of which even a combination of careful
evaluation, experience and knowledge of management may not eliminate. While discovery of
ore-bearing structures may result in substantial rewards, few properties which are explored are
ultimately developed into producing mines. Major expenses may be required to establish
reserves by drilling and to construct mining and processing facilities at a particular site. 
It is impossible to ensure that the current exploration, development and production programs
of the Corporation will result in profitable commercial mining operations. The profitability
of the Corporation's operations will be, in part, directly related to the cost and success of its
exploration and development programs which may be affected by a number of factors.
Substantial expenditures would be required to establish reserves sufficient to commercially 
mine mineral deposits on the Corporation's properties and to construct, complete and install
mining and processing facilities in those properties that are actually mined and developed.
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No History of Profitability
The Corporation is a development stage company with no history of profitability. There can 
be no assurance that the operations of the Corporation will be profitable in the future. The
Corporation has limited financial resources and will require additional financing to further
explore, develop, acquire, retain and engage in commercial production on its property interests
and, if financing is unavailable for any reason, the Corporation may become unable to acquire
and retain its mineral concessions and carry out its business plan.

Foreign Operations
All of the Corporation's property interests are located in Brazil, and are subject to the laws and
regulations of those host jurisdictions. The Corporation believes the present attitude to foreign
investment and mining in those countries to be favourable but investors should assess the 
political risks of investing in a foreign country. Variations from the current regulatory,
economic and political climates could have an adverse effect on the affairs of the Corporation.

Government Regulations
The Corporation's exploration operations are subject to government legislation, policies and
controls relating to prospecting, development, production, environmental protection, mining
taxes and labour standards. For the Corporation to carry out mining activities, licences must 
be obtained and kept current. Land holdings through licences are subject to fluctuation
depending on government and the Corporation's findings. There is no guarantee that the
Corporation's licenses would be extended or that new licences would be granted. In addition,
such licenses could be changed and there can be no assurances that any application to renew
any existing licences will be approved. The status of land holdings in Brazil can be one of 
three: alvara status (filed, pending issue of title by the government); pedidoe pesquisa status
(title issued for exploration); and actual mining licences. The status of the Corporation's
licenses and the amount of land under each license changes from time to time with findings
and with government decisions. The information regarding the Corporation's land holdings
and licences in this AIF is a snapshot as at the date of the AIF. The Corporation may be required
to contribute to the cost of providing the required infrastructure to facilitate the development of
its properties. The Corporation will also have to obtain, and comply with, permits and licences
which may contain specific conditions concerning operating procedures, water use, waste
disposal, spills, environmental studies, abandonment and restoration plans and financial 
assurances. There can be no assurance that the Corporation will be able to comply with any
such conditions.

Market Fluctuation and Commercial Quantities
The market for minerals is influenced by many factors beyond the control of the Corporation
such as changing production costs, the supply and demand for minerals, the rate of inflation,
the inventory of mineral producing corporations, the international economic and political 
environment, changes in international investment patterns, global or regional consumption
patterns, costs of substitutes, currency availability and exchange rates, interest rates, speculative
activities in connection with minerals, and increased production due to improved mining and
production methods. The metals industry in general is intensely competitive and there is no
assurance that, even if commercial quantities and qualities of metals are discovered, a market
will exist for the profitable sale of such metals. Commercial viability of precious and base metals
and other mineral deposits may be affected by other factors that are beyond the Corporation's
control including particular attributes of the deposit such as its size, quantity and quality, the
cost of mining and processing, proximity to infrastructure and the availability of transportation
and sources of energy, financing, government legislation and regulations including those
relating to prices, taxes, royalties, land tenure, land use, import and export restrictions,
exchange controls, restrictions on production, as well as environmental protection. It is 
impossible to assess with certainty the impact of various factors, which may affect commercial
viability so that any adverse combination of such factors may result in the Corporation not
receiving an adequate return on invested capital.

Mining Risks and Insurance
The Corporation is subject to the risks normally encountered in the mining industry, such 
as unusual or unexpected geological formations, cave-ins or flooding. The Corporation may
become subject to liability for pollution, damage to life or property and other hazards of
mineral exploration against which it or the operator of its exploration programs cannot insure
or against which it or such operator may elect not to insure because of high premium costs or

other reasons. Payment of such liabilities would reduce funds available for acquisition of
mineral prospects or exploration and development and would have a material adverse affect 
on the financial position of the Corporation.

Environmental Protection
The mining and mineral processing industries are subject to extensive governmental regulations
for the protection of the environment, including regulations relating to air and water quality,
mine reclamation, solid and hazardous waste handling and disposal and the promotion of
occupational health and safety, which may adversely affect the Corporation or require it to
expend significant funds.

Capital Investment
The ability of the Corporation to continue exploration and development of its property interests
will be dependent upon its ability to raise significant additional financing hereafter. There is no
assurance that adequate financing will be available to the Corporation or that the terms of such
financing will be favourable. Should the Corporation not be able to obtain such financing, its
properties may be lost entirely. 

Conflicts of Interest
Certain of the directors and officers of the Corporation may also serve as directors and officers of
other companies involved in gold and precious metal or other natural resource exploration and
development and consequently, the possibility of conflict exists. Any decisions made by such
directors involving the Corporation will be made in accordance with the duties and obligations
of directors to deal fairly and in good faith with the Corporation and such other companies. In
addition, such directors declare, and refrain from voting on any matters in which such directors
may have a conflict of interest.

Disclosure Controls 
The Corporation's Chief Executive Officer and Chief Financial Officer are responsible for 
establishing and maintaining the Corporation's disclosure controls and procedures, including
adherence to the Disclosure Policy adopted by the Corporation. The Disclosure Policy requires
all staff to keep the Disclosure Committee fully apprised of all material information affecting
the Corporation so that they may evaluate and discuss this information and determine the
appropriateness and timing for public release. Access to such material information by the
Disclosure Committee is facilitated by the small size of the Corporation's senior management
team and regular communication between them. 

The Chief Executive Officer and Chief Financial Officer, after evaluating the effectiveness
of the Corporation's disclosure controls and procedures as of December 31, 2006, have
concluded that the Corporation's disclosure controls and procedures were adequate and 
effective to ensure that material information relating to the Corporation and its subsidiaries
would have been known to them. 

Internal controls over Financial Reporting
The Corporation's Chief Executive Officer and Chief Financial Officer are also responsible for
the design of internal controls over financial reporting. The fundamental issue is ensuring all
transactions are properly authorized and identified and entered into a well designed, robust and
clearly understood system on a timely basis to minimize risk of inaccuracy, failure to fairly
reflect transactions, failure to fairly record transactions necessary to present financial statements
in accordance with generally accepted account principles, unauthorized receipts and expenditures,
or the inability to provide assurance that unauthorized acquisitions or dispositions of assets can
be detected. The relatively small size of the company makes the identification and authorization
process relatively efficient and a process for reviewing internal controls over financial reporting
has been developed. To the extent possible given the Corporation's small size, the internal
control procedures provide for separation of duties for receiving, approving, coding and
handling of invoices, entering transactions into the accounts, writing cheques and wire requests
and also require two signers on all payments. As of December 31, 2006 the Corporation's Chief
Executive Officer and Chief Financial Officer conclude that the Corporation's system of internal
controls is adequate and comparable to those of issuers of a similar size and nature. There have
been no changes during the most recent quarter, being the quarter ended December 31, 2006, 
in the Corporation's internal controls over financial reporting that have affected or would
reasonably be expected to affect its financial reporting.
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To the Shareholders of
Aura Gold Inc.
(An Exploration Stage Company)

We have audited the consolidated balance sheets of Aura Gold Inc. as at December 31, 2006 and 2005 and the statements of operations and deficit and cash 
flows for each of the years in the two-year period ended December 31, 2006. These financial statements are the responsibility of the Company's management. 
Our responsibility is to express an opinion on these financial statements based on our audits.

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

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at December 31, 2006 and 2005 and
the results of its operations and its cash flows for each of the years in the two year period ended December 31, 2006 in accordance with Canadian generally
accepted accounting principles.

McGOVERN, HURLEY, CUNNINGHAM LLP
Chartered Accountants
Toronto, Canada
March 15, 2007, except for Note 12(c), which is as at March 28, 2007
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C O N S O L I D A T E D  B A L A N C E  S H E E T S

December 31, 2006 December 31, 2005
ASSETS
CURRENT 

Cash and cash equivalents (Note 3) $ 6,588,742 $ 29,102
Amounts receivable, prepaids and other 163,024 2,895

6,751,766 31,997

MINERAL INTERESTS (Note 5) 2,819,755 -
EQUIPMENT (Note 4) 180,198 -

$ 9,751,719 $ 31,997

LIABILITIES
CURRENT 

Accounts payable and accrued liabilities $ 674,029 $ 10,836

SHAREHOLDERS' EQUITY
CAPITAL STOCK (Note 6(b)) 9,573,341 353,854
WARRANTS (Note 6(c)) 1,590,400 -
STOCK OPTIONS (Note 6(d)) 1,986,400 -
DEFICIT (4,072,451) (332,693)

9,077,690 21,161

$ 9,751,719 $ 31,997

COMMITMENTS (Note 5 and Note 10)
SUBSEQUENT EVENTS (Note 12)

see accompanying notes to the consolidated financial statements

APPROVED ON BEHALF OF THE BOARD:

Victor Bradley, Director Patrick Mars , Director

AURA GOLD
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C O N S O L I D A T E D  S T A T E M E N T S  O F  
O P E R A T I O N S  A N D  D E F I C I T

Year Ended Year Ended
December 31, 2006 December 31, 2005

EXPENSES
Stock-based compensation $ 1,986,400 $ -
Travel 438,952 -
Management and consulting fees 301,250 -
Investor relations 210,259 -
Salaries and benefits 183,028 -
Office and general 136,882 21,090
Professional fees 117,662 8,666
Occupancy costs 67,070 -
Filing, listing and transfer agent fees 39,212 -
Insurance 13,077 -
Foreign exchange 6,027 -
Amortization 14,573 -

Loss before the under-noted 3,514,392 29,756
Interest income (148,901) -
General exploration 252,546 -
Mineral interests written-off 121,721 -

NET LOSS FOR THE YEAR 3,739,758 29,756
DEFICIT, beginning of year 332,693 302,937

DEFICIT, end of year $ 4,072,451 $ 332,693

NET LOSS PER SHARE
basic and diluted $ 0.08 $ 0.03

WEIGHTED AVERAGE NUMBER OF
SHARES OUTSTANDING 44,182,319 885,002

see accompanying notes to the consolidated financial statements
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C O N S O L I D A T E D  S T A T E M E N T S  O F  C A S H  F L O W S

Year Ended Year Ended
December 31, 2006 December 31, 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss for the year $ (3,739,758) $ (29,756)
Add:

Amortization 14,573 -
Stock-based compensation 1,986,400 -
General exploration expenditures 252,546 -
Mineral interest written off 121,721 -

Changes in non-cash working capital items:
Amounts receivable, prepaids and other (160,129) (2,895)
Accounts payable and accrued liabilities 561,099 (4,919)

(963,548) (37,570)
CASH FLOWS FROM INVESTING ACTIVITIES

Mineral interests (2,535,901) -
Equipment (218,299) -

(2,754,200) -
CASH FLOWS FROM FINANCING ACTIVITIES

Issuance of private placement units, net of costs 10,147,388 100,000
Exercise of warrants 130,000 -
Advances - (33,328)

10,277,388 66,672
INCREASE IN CASH AND CASH EQUIVALENTS 6,559,640 29,102
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 29,102 -
CASH AND CASH EQUIVALENTS, END OF YEAR $ 6,588,742 $ 29,102

SUPPLEMENTAL INFORMATION
Interest paid $ - $ -
Common shares issued for mineral interests 532,500 -
Change in accrued exploration expenditures 102,094 -
Warrants issued for services rendered 486,000 -
Amortization included in deferred exploration cost 23,528 -

see accompanying notes to the consolidated financial statements
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1. NATURE OF OPERATIONS AND CONTINUANCE

On March 15, 2006, shareholders of the Company approved a name change for the Company from “Canadian
Baldwin Resources Limited” to “Aura Gold Inc.”. The Company is in the process of exploring its exploration
properties for mineral resources in Brazil and has not determined whether the properties contain economically
recoverable reserves. The recovery of the amounts shown for the exploration properties and the related
deferred expenditures is dependent upon the existence of economically recoverable reserves, confirmation 
of the Company's interest in the underlying mineral claims, the ability of the Company to obtain necessary
financing to complete the exploration and development, and upon future profitable production.

The business of mining and exploring for minerals involves a high degree of risk and there can be no 
assurance that current exploration programs will result in profitable mining operations. The recoverability 
of the carrying value of exploration properties and the Company's continued existence is dependent upon the
preservation of its interest in the underlying properties, the discovery of economically recoverable reserves, the
achievement of profitable operations, or the ability of the Company to raise alternative financing, if necessary,
or alternatively upon the Company's ability to dispose of its interests on an advantageous basis. Changes in
future conditions could require material write downs of the carrying values. All of the Company's mining
assets are located outside of Canada and are subject to the risks normally associated with foreign investment,
including increases in taxes and royalties, renegotiation of contracts, currency exchange fluctuations and
political uncertainty.

Although the Company has taken steps to verify title to the properties on which it is conducting exploration
and in which it has an interest, in accordance with industry standards for the current stage of exploration 
of such properties, these procedures do not guarantee the Company's title. Property title may be subject to 
unregistered prior agreements and non-compliance with regulatory requirements.

As at December 31, 2006 the Company had cash and cash equivalents of $6,588,742 and working capital of
$6,077,737. Management of the Company believes that it has sufficient funds to pay its ongoing administrative
expenses and to meet its liabilities for the ensuing year as they fall due, to fund cash payments as discussed in
Notes 5 and 12, and to fund current planned exploration programs. In the longer term, the Company's ability
to continue operations and fund its exploration property expenditures is dependent on management's ability to
secure additional financing. Management is actively pursuing such additional sources of financing, and while
it has been successful in doing so in the past, there can be no assurance it will be able to do so in the future.

2. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Company are in accordance with Canadian generally accepted accounting
principles, and their basis of application is consistent with that of the previous year. Outlined below are those
policies considered particularly significant.

Basis of presentation
The consolidated financial statements include the accounts of Aura Gold Inc. and its wholly owned 
subsidiary Aura Gold Mineração Ltda., collectively (the “Company”). All material inter company balances
and transactions have been eliminated. All references to the Company should be treated as references to 
Aura Gold Inc. and its subsidiary.

Cash and cash equivalents
Cash and cash equivalents include balances with banks and short-term investments with original maturities
of 90 days or less.

Equipment
Equipment is recorded at cost. Depreciation of vehicles, furniture, computers, software, machinery and
equipment is provided on a declining balance basis over their estimated useful lives at annual rates between
20% and 100%.

Translation of foreign currencies
The Canadian dollar is the functional currency of the Company, all of whose operations are classified as 
integrated for foreign currency translation purposes. Under this method translation gains or losses are
included in the determination of net income or loss. Monetary assets and liabilities are translated at the rate
of exchange prevailing at the year end; non monetary assets and liabilities are translated at historical
exchange rates, unless such items are carried at market, in which case they are translated at the exchange
rates in effect on the balance sheet date; and revenues and expenses are translated at average rates of
exchange during the year. 

Mineral interests
Property acquisition costs and related direct exploration costs, less recoveries are deferred until such time as
the properties are either placed into commercial production, sold, determined not to be economically viable,
or abandoned. General exploration expenditures, which do not relate to specific resource properties, are
written off in the year incurred. These deferred costs will be amortized on the unit of production basis over the
estimated useful lives of the properties following the commencement of production, or written off if the 
properties are sold, allowed to lapse or abandoned.

The cost of mineral interests includes any cash consideration paid, and the fair market value of shares 
issued, if any, on the acquisition of property interests. Acquisition costs of properties acquired under option
agreements, whereby payments are made at the sole discretion of the Company, are recorded in the accounts
when the payments are made. The recorded amounts of property claim acquisition costs and their related
deferred exploration costs represent actual expenditures incurred and are not intended to reflect present or
future values.

The Company reviews capitalized costs on its property interests on a periodic basis and will recognize an
impairment in value based upon current exploration results and upon management's assessment of the
future probability of revenues from the property or from the sale of the property. Management's assessment 
of the property's estimated current fair market value may also be based upon a review of other property 
transactions that have occurred in the same geographic area as that of the property under review.

Asset retirement obligations
The Company is following the recommendations of the Canadian Institute of Chartered Accountants in
accounting for asset retirement obligations. Under this standard, the fair values of asset retirement 
obligations are recorded as liabilities on a discounted basis when they are incurred. Amounts recorded for 
the related assets are increased by the amount of these obligations. Over time, the liabilities will be accreted
for the change in their present value and the initial capitalized costs will be depleted and amortized over the
useful lives of the related assets. The impact of adopting this accounting standard has no effect on these 
statements as of December 31, 2006.

Leases
Leases have been classified as either capital or operating. A lease which transfers substantially all of the 
benefits and risks incidental to the ownership of property is accounted for as if it were an acquisition of an
asset and the incurrence of an obligation at the inception of the lease. All other leases are accounted for as
operating leases wherein rental payments are charged to operations as incurred. 

Stock based compensation
The Company accounts for stock based compensation expense using the fair value based method with respect
to all stock based payments to directors, employees and non employees, including awards that are direct
awards of stock and call for settlement in cash or other assets, or stock appreciation rights that call for 
settlement by the issuance of equity instruments. Under this standard, stock based payments are recorded 
as an expense over the vesting period or when the awards or rights are granted, with a corresponding increase
to stock options under shareholders' equity. When stock options are exercised, the corresponding fair value is
transferred from stock options to capital stock.

Income taxes
The Company uses the asset and liability method of accounting for income taxes. Under the asset and liability
method of tax allocation, future income taxes are determined based on the differences between the financial
reporting and tax bases of assets and liabilities. These income tax assets and liabilities are measured using the
substantially enacted tax rates in which the income tax assets or liabilities are expected to be settled or realized.
A valuation allowance is provided to the extent that it is more likely than not that future income tax assets will
not be realized.

Loss per share
Basic loss per share is calculated using the weighted average number of shares outstanding. Diluted loss per
share is calculated using the treasury stock method. In order to determine diluted loss per share, the treasury
stock method assumes that any proceeds from the exercise of dilutive stock options and warrants would be
used to repurchase common shares at the average market price during the period, with the incremental
number of shares being included in the denominator of the diluted loss per share calculation. The diluted loss
per share calculation excludes any potential conversion of options and warrants that would increase earnings
per share or decrease loss per share.

Use of estimates
The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions that effect 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 period. Actual results could differ from those
estimates. Significant estimates made by the Company include factors affecting the recoverability of mineral
interests, valuation of stock based compensation and warrants and future tax assets and liabilities.

3. CASH AND CASH EQUIVALENTS

As of December 31, 2006, cash and cash equivalents consisted of:
2006 2005

Cash $ 769,915 $ 29,102
Guaranteed investment certificate, discount note and
banker’s acceptance (with an average interest rate of 4.09%) 5,818,827 -

$ 6,588,742 $ 29,102
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4. EQUIPMENT

Net Book Net Book
Accumulated Value Value

Cost Amortization 2006 2005

Vehicles $ 81,020 $ (16,050) $ 64,970 $-
Machinery and equipment 30,799 (4,216) 26,583 -
Furniture 33,718 (3,534) 30,184 -
Computer equipment 63,163 (9,501) 53,662 -
Software 9,599 (4,800) 4,799 -

$ 218,299 $ (38,101) $ 180,198 $-

5. MINERAL INTERESTS

As at December 31, 2006 the Company had incurred acquisition costs and exploration and development 
expenditures on its mineral properties as follows:

Cumaru Carajás
Gradaús Cumaru Inaja Norte Chile

Project Project Project Project Project Total
Balance, 
December 31, 2005 $             - $              - $                 - $              - $              - $                 -

Additions during the period
ACQUISITION COSTS 170,872 206,174 815,070 - 74,191 1,266,307
EXPLORATION
Consulting 65,062 80,241 152,794 44,111 13,002 355,210
Geological and assays 232,249 156,503 34,031 7,786 - 430,569
Legal and due diligence 19,226 62,913 1,812 1,720 8,404 94,075
Exploration support 31,844 31,775 26,820 127 968 91,534
Travel 74,208 139,069 46,479 207 3,287 263,250
Land maintenance 2,685 20,511 100,629 - 21,869 145,694
Field supplies 26,759 27,294 26,972 - - 81,025
Amortization - 23,528 - - - 23,528
Salaries, wages and benefits 34,105 31,877 - - - 65,982
Project management 14,600 14,600 22,144 5,083 - 56,427
Geophysical - - - 1,324 - 1,324
Drilling 66,551 - - - - 66,551
Subtotal 567,289 588,311 411,681 60,358 47,530 1,675,169
Exploration and 
acquisition costs 738,161 794,485 1,226,751 60,358 121,721 2,941,476
Write off - - - - (121,721) (121,721)
Balance, 
December 31, 2006 $ 738,161 $ 794,485 $ 1,226,751 $    60,358 $              - $ 2,819,755

a. Cumaru Project – Gradaús Land
The Company entered into an option agreement to acquire a 100% interest in a mining license and two 
mineral exploration licenses located in the State of Pará, Brazil. To exercise this option, the Company must
complete the following:

(i) Pay US$25,000 to the optionor on execution of this agreement. (Paid)

(ii) Issue a total of 500,000 common shares to the optionor, as follows:
-100,000 common shares on or before January 1, 2006 (Issued and valued at $20,000)
-100,000 common shares on or before July 1, 2006 (Issued and valued at $20,000)
-100,000 common shares on or before January 1, 2007 (Note 12(b))
-100,000 common shares on or before July 1, 2007
-100,000 common shares on or before January 1, 2008

(iii) Make cash payments totaling US$510,000 to the optionor, as follows:
-US$25,000 on or before July 1, 2006 (Paid)
-US$50,000 on or before January 1, 2007 (Paid, see Note 12(b))
-US$50,000 on or before July 1, 2007
-US$100,000 on or before January 1, 2008
-US $135,000 on or before July 1, 2008
-US $150,000 on or before January 1, 2009

(iv) The payment of US$1.00 per ounce of proven and probable reserve as determined by a positive feasibility
study on the property prepared in accordance with National Instrument 43 101 of the Canadian Securities
Administrators.

The Company must complete US$1,500,000 in exploration expenditures on the property within a three year period
in order to execute the agreement with US$250,000 to be expended within the first year. Actual expenditures

incurred are $567,289. The optionor has retained a 2% net smelter royalty in the property that may be
purchased by the Company for US$4,000,000.

b. Cumaru Project – Cumaru Land
The Company entered into an option agreement on April 3, 2006, to acquire a 70% interest in four mineral
exploration licenses, located in the State of Pará, and the right to acquire a 70% interest in three Garimpeiro
Permits, currently in process of transferring to the optionor, and one exploration license, for which 
application has been made, as follows: 

(i) Work requirement
The Company must incur an aggregate of US$3,000,000 in exploration expenditure on the properties within
three years of entering into the agreement.

-US$250,000 on or before April 3, 2007
-An additional US$1,250,000 before April 3, 2008
-An additional US$1,500,000 on or before April 3, 2009

(ii) Issue 1,000,000 common shares of the Company to the optionor (issued and valued at $200,000).

(iii) Included in the above $3,000,000 of exploration expenditures, is the requirement to incur $1,000,000 
in exploration expenditures to satisfy a condition of the underlying agreement between the optionor and
another party. 

On exercise of the option, the Company and the optionor shall incorporate a company in Brazil in their
respective interests for further development of the properties.

The original vendor has retained a 1.5% net smelter royalty in the property that may be purchased by the
Company for US$1,250,000.

The Company renegotiated the above agreement in October 2006 to acquire a 100% interest in the project,
which will close subsequent to the year-end. (Refer to Note 12(a))

c. Inaja Project
The Company has entered into six separate option agreements to acquire a 100% interest in 23 mineral
claims, known as the AGS, JN, EM, and Rio Negro properties, and the Forquilha and Carapato pits located 
in the State of Pará, Brazil, and the Company has also acquired the Fonseco Property, consisting of 10 claims
for a single payment of US$10,000.

To exercise these options, the Company must complete the following:

(i) Pay US$145,000 (paid) and issue 500,000 common shares to the optionors of the JN Property upon
execution of the agreement (issued and valued at $100,000) and issue 250,000 common shares to the
optionors of the AGS property upon execution of the agreement (issued and valued at $50,000).

(ii) Issue 100,000 common shares on each of June 1 and December 1, 2006 to 2010 for an aggregate of
1,000,000 common shares. (Issued 200,000 shares and valued at $62,500)

(iii) Make cash payments totaling US$1,950,000 to the optionors as follows:
-US$135,000 on or before June 1/30, 2006 (Paid)
-US$170,000 on or before December 1/31, 2006 (Paid)
-US$272,500 on or before June 1/30, 2007
-US$310,000 on or before December 1/31, 2007
-US$547,500 on or before June 1/30, 2008
-US$355,000 on or before December 1/31, 2008
-US$ 85,000 on or before June 1/30, 2009
-US$ 25,000 on or before December 1, 2009
-US$ 25,000 on or before June 1, 2010
-US$ 25,000 on or before December 1, 2010

(iv) The optionors have retained varying royalties. On the AGS Property, a 2.0% to 3.0% sliding scale net
smelter royalty, which royalty may be purchased for US$1,000,000 for each 1%, payable as calculated on the
commencement of production. On each of the Forquilha and Carapato Pits, a 1.5% net smelter royalty, which
may each be purchased for US$1,500,000.

(v) The Company paid US$40,000 and issued 400,000 common shares valued at $80,000 as finder's fees in
respect of the Inaja option agreements. 

d. Carajás Norte Project 
Pursuant to an agreement with Santa Elina Mines Corporation, dated January 1, 2006, the Company was
assigned a 100% interest in 54 mineral claims in the State of Pará, Brazil, in consideration for a 2% net
smelter royalty from any future production on these properties. (See Note 6(b)(iii)).

e. Other Property Project
Pursuant to the same agreement with Santa Elina Mines Corporation, described in Note 5(d) above, the
Company was assigned a 100% interest in 20 mineral claims in the State of Pará, Brazil, in consideration 
for a 2% net smelter royalty from any future production on these properties. (See Note 6(b)(iii)).
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f. Chile Project
The Company signed an agreement with the Paleocene Mining Syndicate ("Paleocene") to earn a 100%
interest in four mining concessions in the Antofogasta Region of northern Chile. An officer of the Company
holds a 25% interest in Paleocene.

The Company acquired a 45% interest in the claim group by making a cash payment of US$65,000 to
Paleocene. The Company can earn an additional 45% interest by spending US$250,000 on the properties 
by December 1, 2007. The remaining 10% can be acquired by issuing common shares of the Company valued
at $1,000,000 until December 31, 2009. The value of shares required to exercise this right increases by
US$500,000, beginning January 1, 2010. During the year, the project was determined to no longer be viable,
and $121,721 in acquisition and exploration costs were written off.

6. CAPITAL STOCK

a. Authorized
Unlimited number of common shares

b. Issued
53,380,718 common shares

Number of
Shares Amount

Balance, December 31, 2004 545,797 $253,854
Issued for cash (i) 634,921 100,000

Balance, December 31, 2005 1,180,718 353,854
Private placement (ii) 9,000,000 270,000
Private placement (iii) 7,000,000 700,000
Warrant valuation (iii) - (70,000)
Private placement (iv) 16,000,000 3,200,000
Private placement (v) 17,000,000 6,800,000
Warrant valuation (v) - (1,105,000)
Issued for interest in Gradaús Project (Note 5(a)(ii)) 200,000 40,000
Issued for interest in Cumaru Project (Note 5(b)(ii)) 1,000,000 200,000
Issued for interest in Inaja Project (Note 5(c)(i)(ii) and (v)) 1,350,000 292,500
Exercise of warrants – Cash 650,000 130,000
Exercise of warrants – Black Scholes valuation - 70,600
Share issue costs – Cash - (822,613)
Share issue costs – Warrants (iv) and (v) - (486,000)

Balance, December 31, 2006 53,380,718 $9,573,341

During the year ended December 31, 2005, the Company completed the following transactions:
(i) On July 27, 2005, shareholders of the Company approved a consolidation of the Company's common
shares on the basis of one common share for every one and three quarters (1.75) common shares currently
issued and outstanding. All references to common shares and per share amounts for all periods presented
have been retroactively restated to reflect the share consolidation.

In June, 2005, the Company issued 1,111,111 pre consolidation common shares at $0.09 per share for gross
proceeds of $100,000 pursuant to a private placement, of which an officer, who is also a director of the
Company, subscribed for 905,111 pre consolidation shares for gross proceeds of $81,460.

During the year ended December 31, 2006, the Company completed the following private placements:
(ii) On January 5, 2006, the Company closed a private placement that consisted of the sale of 9,000,000
common shares at $0.03 per share for gross proceeds of $270,000. The private placement was sold to a
founding investor group, a part of which includes the new management team for the Company. As at
December 31, 2006, 3,750,000 common shares of this issue are held in escrow, and subject to release in 
accordance with the rules of the Toronto Stock Exchange.

(iii) On January 5, 2006, the Company closed a private placement that consisted of the sale of 7,000,000 
units at $0.10 cash per unit for gross cash proceeds of $700,000 to Santa Elina Mines Corporation. Each unit
consists of one common share and one half of one common share purchase warrant. Each whole warrant
entitles the holder to acquire one common share for $0.20 until December 22, 2007. The fair value of each
warrant issued was estimated at the date of grant using the Black Scholes option model with the following
assumptions: expected dividend yield of 0%; expected volatility of 100%; risk free interest rate of 3.9%; and 
an expected life of two years. The warrants were assigned a fair value of $70,000. As at December 31, 2006,
5,250,000 common shares of this issue are held in escrow, and subject to release in accordance with the rules
of the Toronto Stock Exchange.

Concurrent with this private placement, entities related to Santa Elina Mines Corporation agreed to transfer 
a Brazilian property package to a subsidiary of the Company, and access to all databases regarding these
properties in consideration for a 2% net smelter royalty from any future production on these properties. 
All of these properties are located in the Carajás Region of Pará State, Brazil. Pursuant to the terms of the

subscription agreement, Santa Elina Mines Corporation has a pre emptive right to participate in any and all
equity financings on a pro rata basis to its non diluted share ownership position as long as Santa Elina Mines
Corporation owns at least 10% of the issued and outstanding shares of the Company. 

(iv) On January 5, February 21, March 31, and April 12, 2006 the Company closed four tranches of a private
placement that consisted of the sale of 16,000,000 common shares at $0.20 per share for gross proceeds of
$3,200,000 to a group of private and institutional investors. A finder's fee consisting of 1,500,000 common
share purchase warrants was paid to a finder. Each warrant entitles the holder to acquire one common share
of the Company for $0.20 until December 22, 2007. The fair value of each warrant issued was estimated at the
date of grant using the Black Scholes option model with the following assumptions: expected dividend yield of
0%; expected volatility of 100%; risk free interest rate of 3.9%; and an expected life of two years. The warrants
were assigned a fair value of $163,000. As at December 31, 2006, 243,750 common shares of this issue are
held in escrow, and subject to release in accordance with the rules of the Toronto Stock Exchange.

(v) On May 10, and May 26, 2006, three tranches of a private placement consisting of the sale of 17,000,000
units was completed at a price of $0.40 per unit for aggregate gross proceeds of $6,800,000. Each unit consists
of one common share and one half of one common share purchase warrant. Each whole warrant entitles the
holder to acquire one common share of the Company for $0.50 until November 30, 2007. The fair value of each
warrant issued was estimated at the date of grant using the Black Scholes option model with the following
assumptions: expected dividend yield of 0%; expected volatility of 100%; risk free interest rate of 4.08%; and 
an expected life of 18 months. The warrants were assigned a fair value of $1,105,000. In conjunction with the
financing, finders were paid a cash finder fee of 7.0% of the gross proceeds of the financing ($476,000), a cash
structuring fee ($76,122) and finders were issued 1,700,000 broker warrants. Each broker warrant entitles 
the holder to acquire one unit for $0.40 until November 30, 2007. The fair value of each warrant issued was
estimated at the date of grant using the Black Scholes option model with the following assumptions: expected
dividend yield of 0%; expected volatility of 100%; risk free interest rate of 4.07%; and an expected life of 18
months. The broker warrants were assigned a fair value of $323,000.

c. Warrants
A continuity of warrants is as follows:

Number of Weighted Average 
Warrants Exercise Price 

Balance, December 31, 2004 and 2005 - $ -
Issued (Note 6((b)(iii)) 3,500,000 $ 0.20
Issued (Note 6((b)(iv)) 1,500,000 $ 0.20
Issued (Note 6((b)(v)) 8,500,000 $ 0.50
Issued (Note 6((b)(v)) 1,700,000 $ 0.40
Exercised (650,000) $ 0.20

Balance, December 31, 2006 14,550,000 $ 0.40

As at December 31, 2006, the following warrants were issued and outstanding:
Fair Number of Exercise

Expiry Date Value Warrants Price
December 22, 2007 $ 162,400 4,350,000 $ 0.20
November 30, 2007 1,105,000 8,500,000 $ 0.50
November 30, 2007 323,000 1,700,000 $ 0.40

Balance, December 31, 2006 $ 1,590,400 14,550,000

d. Stock Options

At the annual and special meeting of shareholders held on March 15, 2006, shareholders approved a stock
option plan whereby an aggregate number of 6,000,000 common shares is reserved for issuance under the
stock option plan. The options are non assignable and may be granted for a term not exceeding five years. 
The exercise price is fixed by the board of directors of the Company at the time of grant, subject to all 
applicable regulatory requirements. 

On July 25, 2006, the Company granted stock options that vest immediately upon grant, to acquire up to
5,200,000 common shares at $0.50 per share on or before July 25, 2011, to certain of the Company's directors,
officers and consultants.

The fair value of each option granted was estimated at the date of grant using the Black Scholes option model
with the following assumptions: expected dividend yield of 0%; expected volatility of 100%; risk free interest
rate of 4.5%; and an expected life of 5 years. The options were assigned a fair value of $1,986,400, which has
been recorded as an expense in these financial statements.

A continuity of stock options is as follows:
Number of Weighted Average

Stock Options Exercise Price
Balance, December 31, 2004 and 2005 - $ -
Granted 5,200,000 $ 0.50
Balance, December 31, 2006 5,200,000 $ 0.50
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As at December 31, 2006, the following options were issued and outstanding:
Fair Number of Exercise

Expiry Date Value Stock Options Price
July 25, 2011 $ 1,986,400 5,200,000 $ 0.50

7. INCOME TAXES

Provision for income taxes
The reconciliation of the income tax provision computed at the statutory rate of 36% (2005 – 36%) to the
reported income tax provision is as follows: 

2006 2005
Income tax benefit computed at Canadian statutory rates $ (1,346,300) $     (10,700)
Difference in foreign rate 17,800 -
Non-deductible expenses 730,800 -
Other 23,000 -
Share issue costs (296,100) -
Change in valuation allowance 870,800 10,700
Future income tax (recovery) $                  - $                 -

Future tax balances
The significant components of the Company's future income tax assets as at December 31, 2006 and 2005 are
as follows:
Future tax assets (liabilities)
Non capital losses carried forward $      536,200 $       14,300
Share issue costs 236,900 -
Temporary differences on assets 112,000 -

885,100 14,300
Valuation allowance (885,100) (14,300)

$                   - $                 -

The Company has non-capital losses of approximately $1,376,800, which may be utilized to reduce future
taxable income in Canada. The non capital losses in Canada, will expire as follows

2007 $          1,000
2008 1,000
2009 1,000
2010 2,200
2014 3,800
2015 29,800
2026 1,338,000

$  1,376,800

It cannot be reasonably estimated at this time if it is more likely than not that the Company will realize the
benefits from future income tax assets. Consequently, the future recovery of losses arising from differences in
tax values and accounting values have been reduced by an equivalent valuation allowance. The valuation
allowance will be adjusted in the period that it is determined that it is more likely than not that some portion
or all of the future tax assets will be realized.

8. RELATED PARTY TRANSACTIONS

(a) Included in accounts payable and accrued liabilities as at December 31, 2006 is $NIL (2005 $4,836)
owing to a corporation controlled by a former officer and director of the Company for certain expenditures
incurred by the corporation on behalf of the Company.

(b) A director and officer of the Company and two directors of the Company are also directors of the optionor
of the Cumaru Project, described in Note 5(b).

(c) An individual related to the President of the Company, was paid $56,804 (2005 – $NIL) for design
services relating to the Company's website, corporate graphics and investor relations material. 

(d) Officers, directors and corporations associated with directors of the Company, subscribed for a total of
4,825,000 common shares for gross proceeds of $200,000 pursuant to the private placements described in
Notes 6(b)(ii) and (iv).

(e) An officer of the Company holds an interest in the Chile Project as described in Note 5(f).

(f) Included in accounts payable and accrued liabilities as at December 31, 2006 is $46,737 (2005 $NIL)
owing to certain directors and officers of the Company.

The above transactions were in the normal course of operations and were measured at the exchange amount,
which is the amount of consideration established and agreed to by the related parties.

9. SEGMENTED INFORMATION

The Company has one operating segment, which is the exploration and development of exploration properties.
Geographic segmentation of the Company's assets are as follows: Canada $6,322,861 (December 31, 2005
$31,997) and Brazil $3,428,858 (December 31, 2005 $Nil).

Substantially all of the Company's operating expenses are incurred in Canada. All exploration expenditures
are incurred in Brazil.

10. COMMITMENTS

The Company leases its office space under a lease agreement, which expires on September 30, 2011. 

Annual lease payment under the agreement are as follows for the years ending:

December 31, 2007 $        84,269
December 31, 2008 84,269
December 31, 2009 84,269
December 31, 2010 84,269
December 31, 2011 63,202

$      400,278

11. FINANCIAL INSTRUMENTS

Fair value of financial instruments
Canadian generally accepted accounting principles require that the Company disclose information about the
fair value of its financial assets and liabilities. Fair value estimates are made at the balance sheet date, based
on relevant market information and information about the financial instrument. These estimates are subjective
in nature and involve uncertainties in significant matters of judgment and therefore cannot be determined
with precision. Changes in assumptions could significantly affect these estimates.

The carrying amounts of cash and cash equivalents, amounts receivable, and accounts payable and accrued
liabilities approximate their fair values since these instruments have short-term maturity dates.

Foreign exchange risk
Certain of the Company's expenses are incurred in United States, Brazilian and European currencies and are
therefore subject to gains or losses due to fluctuations in these currencies.

Commodity price risk
The ability of the Company to develop its properties and the future profitability of the Company is directly
related to the market price of certain minerals.

12. SUBSEQUENT EVENTS

(a) The Company renegotiated the agreement with Yamana Gold Inc. ("Yamana") concerning the Cumaru
property in Pará State, north central Brazil in October 2006. The Company will now acquire 100% of the 
property and will fund an underlying work commitment of US$1,000,000 up to July 2008.

As consideration for this purchase, the Company will issue an additional 6,000,000 common shares to Yamana,
which will then hold a total of 7,000,000 shares representing approximately an 11.9% interest in the Company. 

This agreement replaces the option agreement that allowed the Company to earn a 70% interest in the
Cumaru property by spending US$3,000,000 by January 2009, as described in Note 5(b). The property is
subject to a 1.5% net smelter royalty held by a previous landowner, which may be purchased at any time for
US$1,250,000.

(b) The Company issued 437,500 common shares for proceeds of $218,750 upon the exercise of share
purchase warrants

The Company issued 100,000 common shares valued at $57,000 as part of the property agreement as detailed
in Note 5(a)(ii) and made cash payments as described in Note 5(a)(iii) and Note 5(c)(iii).

(c) Subsequent to the year-end, the Company entered into an agreement with Zoneplan Limited
(“Zoneplan”) and Repalla (Holdings) Inc., to acquire the Arapiraca mineral project, a total land area 
of which is approximately 150,000 hectares, located in Brazil. The acquisition is subject to due diligence,
shareholder and regulatory approvals.

As consideration for purchase of the Arapiraca assets, the Company will issue approximately 341 million
units, with each unit consisting of one common share and one-half of one common share purchase warrant,
with each full warrant entitling the holder to purchase one common share of the Company at a price of $1.00
for a period of 4 years from the closing date of this transaction. The vendors will have the right to participate
in new financings and will be entitled to place a representative on the Company's Board of Directors. 

Zoneplan will retain net smelter return royalties on future production of 0.75% on copper, 1.0% on gold and
2.5% on all other mineral production.
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