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AUTERRA VENTURES INC.
#501 - 905 West Pender Street
Vancouver, B.C., Canada V6C 1L6

NOTICE OF ANNUAL AND SPECIAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual and Special General Meeting of the
Members of Auterra Ventures Inc., (hereinafter called the “Company”) will be held at
Suite 501 - 905 West Pender Street, Vancouver, British Columbia, Canada V6C 11.6 on
August 31, 2004 at the hour of 10 o’clock in the forenoon for the following purposes:

L To receive and consider the Report of the Directors, the audited financial
staternents of the Company for the year ended February 29, 2004 and the report of
the auditor thereon;

2. To re-appoint Jones, Richards & Company, Certified General Accountants, as
auditor for the ensuing year at a remuneration to be fixed by the Directors;

3. To ratify, confirm and approve all acts, deeds and things done by and proceedings
of the Directors: and Officers of the Company on its behalf since the last Annual
General Meeting;

4. To elect Directors for the ensuing year;

5. To consider and, if thought fit, to approve the proposed stock option plan for
implementation by the Company; and

6. To transact such other business as may be properly transacted at such Meeting or
at any adjournment thereof.

Members who are unable to attend the Annual and Special General Meeting in person are
requested to read the notes accompanying the Instrument of Proxy and complete and
return the Proxy to the registered office of the Company at Suite 501 - 905 West Pender
Street, Vancouver, British Columbia, Canada V6C 1L6 not less than forty-eight (48)
hours (excluding Saturdays, Sundays and Holidays) before the time fixed for the
Meeting.

DATED at the City of Vancouver, in the Province of British Columbia, the 3% day of
July, 2004,

BY ORDER OF THE BOARD OF DIRECTORS

Raymond Roland
Director




AUTERRA VENTURES INC.
501 - 905 West Pender Street
Vancouver, BC V6C 1L6

INFORMATION CIRCULAR

INFORMATION PROVIDED AS AT JULY 23, 2004 FOR THE ANNUAL AND SPECIAL GENERAL
MEETING OF SHAREHOLDERS TO BE HELD ON AUGUST 31, 2004.

This Information Circular is furnished in connection with the solicitation of proxies by management of Auterra
Ventures Inc. {the “Company”) for use at the Annual and Special General Meeting of Shareholders to be held
on August 31, 2004 and any adjournment thereof at the time and place and for the purposes set forth in the
Notice of Meeting.

The cost of this solicitation will be borne by the Company. In addition to the solicitation of proxies by mail,
Directors, officers and some regular employees may solicit personally, but will not receive compensation for so
doing.

ADYANCE NOTICE OF ANNUAL AND SPECIAL GENERAL MEETING

Advance Notice of Meeting was published on October 3, 2003 pursuant 1o the then requirements of Section {11
of the then &mpny 4 . of the Province of British Columbia and Section 4 of the Regulations to the then
Ginpny #

THE PERSONS NAMED IN THE ACCOMPANYING FORM OF PROXY ARE DIRECTORS OF THE
COMPANY. A SHAREHOLDER DESIRING TO APPOINT SOME OTHER PERSON (WHO NEED NOT
BE A SHAREHOLDER) TO REPRESENT HIM AT THE MEETING MAY DO SO, EITHER BY STRIKING
OUT THE PRINTED NAMES AND INSERTING THE DESIRED PERSON'S NAME IN THE BLANK
SPACE PROVIDED IN THE FORM OF PROXY OR BY COMPLETING ANOTHER PROPER FORM OF
PROXY AND IN EITHER CASE DELIVERING THE COMPLETED PROXY TO THE REGISTERED
QFFICE OF THE COMPANY AT 501 - 905 WEST PENDER STREET, VANCOUVER, BRITISH
COLUMBIA, V6C 1L6, NOT LESS THAN 48 HOURS (EXCLUDING SATURDAYS, SUNDAYS AND
HOLIDAYS) BEFORE THE TIME OF THE MEETING.

A Shareholder who has given a Proxy may revoke it by an instrument in writing delivered to the said registered
office of the Company at any time up to and including the last business day preceding the day of the Mesting,
or any adjournment thereof, or to the Chairman of the Meeting, or in any manner provided by law,

YOTING QF PROXIES

The securities represented by the Proxy will be voted or withheld from voting in accordance with the
instructions of the Shareholder on any ballot that may be called for, and if the Shareholder specifies a choice
with respect to any matter 1o be acted upon, the securities shall be voted accordingly. The Form of Proxy
confers authority upon the named proxyholder with respect to matters identified in the accompanying Notice of
Meeting.



-2-

IF A CHOICE WITH RESPECT TO SUCH MATTERS IS NOT SPECIFIED, IT IS INTENDED THAT THE
PERSON DESIGNATED BY MANAGEMENT IN THE FORM OF PROXY WILL VOTE THE SECURITIES
REPRESENTED BY THE PROXY IN FAVOUR OF EACH MATTER IDENTIFIED IN THE PROXY AND
EQR THE NOMINEES OF MANAGEMENT FOR DIRECTORS AND AUDITOR. AN ALTERNATE
PROXYHOLDER HAS DISCRETION TO VOTE THE SHARES AS HE OR SHE CHOOSES. The Proxy
confers discretionary authority upon the named proxyholder with respect to amendments to or variations in
matters identified in the accompanying Notice of Meeting and other matters which may properly come before
the Meeting.

YOTING SECURITIES AND PRINCIPAL HOLDERS THEREQF

The Voting securities of the Company consist of common shares without par value. July 23, 2004 has been
fixed in advance by the Directors as the record date for the purposes of determining those Shareholders entitled
to receive notice of, and to vote at, the Meeting. As at the record date, 12,547,757 shares without par value
were issued and outstanding, each such share carrying the right to one vote at the Meeting.

To the knowledge of the Directors and Senior Officers of the Company, there are no persons who beneficially
own, directly or indirectly, or exercise control or direction over, voting securities carrying more than 10% of the
voting rights attached to the voting securities of the Company.

ELECTION OF DIRECTORS

At the last Annual General Meeting of Shareholders, the number for which positions exist on the Company's
Board had been fixed at five.

The persons named in the following table are management’s norinees to the Board. Each Director elected will
hold office until the next Annual General Meeting unless his office is easlier vacated in accordance with the
Articles of the Company and the &etpabnsd or unless he becomes disqualified to act as a

Director.

NAME AND ADDRESS OF NOMINEE APPROXIMATE
AND PRESENT POSITION WITH PERIOD SERVED AS NUMBER OF YOTING
THE COMPANY. . PRINCIPAL OCCUPATION DIRECTOR SECURITIES
Briag Harris Prindpal and Director of DataPower June 16,2003 1o date 649,500
Richmond, BC, Canada USA Inc.
President, CEQ and Director
Raymond Roland President, Roland Financial Services September 26, 1997 863,006
Vancouver, BC, Cenada 11d.; Offcer and/or Director of several 1o date
CFO and Director other public companies; Previously

Senior Manager, fnancial services

industry banking, Western Canada of a

major Canadizn charfered bank
Stephen Kenwood Professional Geologist September 26, 1997 Nil
Surrey, BC, Canada to date
Director
Vic Berar President of Wriason Seals Ltd. June 10, 1998 to date 218,000
Richmond, BC, Canada
Director
Tom Torrance Farest industry consuitant; Former Vice- | April 16, 1998 to date 25,000
North Vancouver, BC, Canada President, Paper Marketing, Donahue
Director Forest Products
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Note ' Voting Securities beneficially owned, directly, or indirectly, or over which contro} or direction is exercised.
The Board of Directors has not appointed an Executive Committee.

As the Company is a reporting company, the Directors of the Company are required to elect from their oumber an Audit Comumittee.
Raymond Roland, Vic Berar and Tom Torrance are the three current Directors elected by the Board of Directors of the Company to
the Audit Commitee.

CORPDRATE CEASE TRADE ORDERS

No proposed directar of the Company, within the past ten years, has been a director or executive officer of a company that, while that
person was acting in that capacity was the subject of a cease trade or similar order, or an order that denied thar company access to any
exemption under the securities legislation, for a period of more than 30 consecutive days other than Raymond Roland who was director of
Ballad Gold & Silver Lid. when it became the subject to a cease trade arder which was issued oo May 29, 2001 for failure to file financial
statements, which order was rescinded on August 28, 2001, Raymond Roland was also a director of Pacific Topaz Resources Ltd. when &t
became the subject of a cease trade order which was issued May 16, 2001 for failure w0 file financial statements, which order was
rescinded on August 13, 2001,

STATEMENT OF EXECUTIVE COMPENSATION

Compensagion Summary

Brian Harris became the President and Chief Executive Officer of the Compay on January 19, 2004. Raymond Roland became
Chief Financial Officer on July 27, 2001. Raymond Roland was the President and Chief Executive Officer of the Company from
December 4, 1997 unti] January 19, 2004. The following table discloses annual salary and bonus compensation and long-tem
compensation received by these two officers of the Company, the Named Executive Officers (the “NEOs™) during the financial years

ended February 29, 2004, February 28, 2003 and February 28, 2002, being the three most recently completed finandal years. No
ather executive officer’s wtal salary and bonus durmg such paiods exceeded $150,000.00.

SUMMARY COMPENSATION TABLE

| Aonual Compensaion | Long-Tenn Compensation |
Awards Payours
Securities Shares or
NEO Other Under Unite
Name and Annual Oprions/ Subject to All Other
Principal Compen- SARs Resale LTIP Compen-
Posttion Year Salary Boms saton Granied | Restrictions { Payouts saton
(6] (%) (% # &) % %
(a ) () (d) © ] ®) M) @
Brian Barris . . . . y ,
Prostdient and 2004 Ni Nil Nil 100,000 Nil Nil 15,000
CEO
l'::m“d 2004 Ni Nil NI 600,000 Nil Nil 30000
CFQ
Former 2003 Nil Nil Nil Nil Nil Nil 30,000
Pcfsc;dm‘ and 2002 Nil Nil Nil Nil Nil Nil 30,000°

Note * Comsulting fees paid or accrued © Mr Harris or private companies of which Mr Harris is principal.
Note* Management fecs paid or acaued to Mr Roland ar private companies of which Mr Roland is principal.



Lang-tenm Inceniive Plans

The Company dos not have a long-term incentive plan for its Directars or officers.

Onti 15tack A intion Rights (“SARS™)

The Company intends 1o reserve a block of the unissued Treasury shares of the Company equal 1o 10% of its issued share capital for
issuance to Directors and Key Employees with respect to options that have been granted or may be granted pursuant to the Company's
proposed stock option plan {See "Particulars of Other Matters to be Acted Upon™). Options will be granted in order to provide an
optionee with a form of remmuneration and an incentive to act in the best interests of the Company,

The fallowing options and SARs were granted to the Named Executive Officers during the most recently completed fmandal year.

OPTIONS/SAR GRANTS DURING THE MOST RECENTLY COMPLETED FINANCIAL YEAR

Market Value
% of Toml of Securities
Securities Options/ Underlying
Under SARs Options/
Qptious/ Granted to Exercise SARs on he
SARs Employees or Date of
NEO Granted in Finandal Base Price Grant Expiration
Name ) Year ($/Security) ($/Security) Date
©
{2} K1) (d) {e) f¢3}
Brian Harris
President, CEO 100,000 8.3% $0.28 $0.265 October 2,2005
R"’"“’C“:OR“‘“'" 600,000 50% $0.28 $0.263 October 2, 2005

The following options and SARs were exercised by the Named Executive Officers during the most recently compieted finandal year
and outswnding to the Named Executive Officers as at the Company s most recently completed financial year end.

AGGREGATED OPTIONS/ SAR EXERCISES DURING THE MOST RECENTLY COMPLETED
FINANCIAL YEAR AND FINANCIAL YEAR-END OPTIONS/ SAR VALUES

Value of
Unexercised Unexercised in the
Securities Options/SARs Money Options/SARs
Acquired Aggregate at FY-End (#) at FY-End (3)
NEO on Exercise Vale Exercisablef Exercisable/
Name * Realized ($) Unexerdsable Unexercisable
(a) (b) {c) (d) (e}
Brian Hamis Nil N/A 100,000 Exercisable $2,000
Raymond Raand Nil N/A 600,000 Exercisable $12,000

During the year ended February 29, 2004, management fees of $30,000 were paid or acerued to Rolznd Financial Services Ltd,, 2

British Columbiz non-reporting company wholly-owned by R

Brian Harrs. Please see “Other Related Party Transactions™ bergn.

T P f Enpl Ch inR ihilities and Fo

In the financial year ended February 29, 2004 or the current financial year, the Company was not party to any employment contracts

with its Named Exeartive Officers and the Company did not have any plan or ar

d Roland and cc

[

t in respect of comp

lting fees of $15,000 were paid or accrued to

received or that

may be received by its Named Executive Officers in view of compensating such Officers in the evemt of the termmation of
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employment (resignation, retirement, change of control) or in the event of a change in responsbilities following a change in control,
where in respect of an Bxecutive Officer the value of such compensaton exceeds $100,000.00.

c jon oL 3

During the most recently completed finandial year, the Directors of the Company did not receive fees for anendance of board
meetings or other cash compensation in their capacity as Directors, The Directors may be reimbursed for actual expenses reasonably
incurred in connection with the performance of their duties as Directors. Directors are also eligible to receive incentive stock options
to purchase copmon shares of the Company.

The following options and SARs were granted to the Non-Exeautive Directors dwing the most recently completed financial year.

OPTIONS/ SAR GRANTS DURING THE MOST RECENTLY COMPLETED FINANCIAL YEAR

Marka Value
% of Total of Securies
Securities tions/ Underlying
Under Oé)ARs Options/
Options/ Granted 10 Exercise SARs on he
SARs 1 or Date of
Granted lﬁnl?;;;g::l Base Price Grant Expiration
Name ¢33 Year ($/Security) ($/Security) Date
@ ®) © @ © @
Non-executive 270,000 22.5% $0.28 $0.265 October 2, 2005
Directors as a
group

The following options and SARs were exercised by pon-executive Directors during the mos: recensly completed financial year and
outstanding t non-executive Directors as at the Company 's most recently completed financial year end.

AGGREGATED OPTIONS/ SAR EXERCISES DURING THE MOST RECENTLY COMPLETED
FINANCIAL YEAR AND FINANCIAL YEAR-END OPTIONS/ SAR VALUES

Valueof
Unexerdsed Unexercised in the
Options/SARs Money Options/SARs at
Securities Aggregate at FY-End (#) FY-End($)
Acquired Value Exercisabie/ Exercisable/
Name on Exercise (#) Realized (3) Unexerdsable Unexercisable
() (b [3) « ©
Non-executive Directors Nil N/A 270,000 Exercisable $5,400
as a group

EQUITY COMPFNSATION FUANS
As at the end of the most recently completed financial year, the following compensation plans of the Company were in place under
which equity securities of the Company were authorized for issuance.




Number of securities to Number of securities remaining
be issued upon exercise | Weighted-average exercise available for fumre issnance under
of outstanding options, | price of cutstanding options, | equity compensation plans (excluding
warrants and righs warrants and rights securities reflected m columm (a))
Plan Cafegory. (a) (b) (¢}
Equity compensation plans 1,200,000 $0.28 1,200,000
| approved by securityholders

Equity compensation plans not

approved by securityholders WA NIA NA

Totd 1,200,000 $0.28 1,200,000

Note' The stock option plan is a revolving plan, which reserves a maximum of 10% of the issued shares of the Company from #me
to time. For more particulars, see “Stock Option Plan and Incentive Stock Options™ under the heading “Particulars of Matters 1 be
Acted Upon” below.

MANAGEMENT CONTRACTS

The Company is a party to a Management Contract with Roland Financial Services Ltd. (“RFS”), of #501, 905 West Pender Street,
Vancouver, B.C, V6C 1L6, RFS is a British Columbia non-reporting company, wholly-swned by Raymond Roland of Vancouver,
BC, a director of the Company. RFS is engaged to perform services at a fee of $2,500 permonth.
INDERTENNESS QF DIRECTORS AND FXECUTIVE QFEICERS

None of the Directors or Executive Officers of the Company have been indebted to the Company or its subsidiary during the financial
vear ended February 29, 2004.

AFPOINTMENT OF AUDITOR

The persons named in the enclosed Instrument of Proxy intend to vote for the re-appointment of Jones, Richards & Company,
Certified General Accountants, s the Company's auditor until the next Annual General Meeting of Sharcholders at remuneration to
be fixed by the Board of Directors. Jones Richards & Company, Certified General A were first appomted anditoss in 1999,

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS

Matters to be acted ugon

The Directors and Qfficers of the Company have an interest in the resohitions concerning the ratification of acts of Direcors and
approval of the stock option plan. Otherwise, no Director or Executive Officer of the Company or any associate of the foregoing has
any substantial interest, direct or indirect, by way of beneficial ownership of shares or otherwise in the matters 10 be acted upon atthe

said Meeting, except for any interest arising from the ownership of shares of the Company where the shareholder will receive no extra
or special benefit or advantige not shared on a pro rata basis by all holders of shares in the capital of the Company.

MATERIAL TRANSACTIONS SINCF MARCH 1, 2003
Private Placement

Pursumt to private placement agreementidated June 19, 2003, Brian Harris, President, CEQ and adirector of the Company, purchased
500,000 units of the Company's securities at a price of $0.10 per unit. Each unit consists of one common share and one two-year
non-ransferable share purchase warrant, each such warrant entitling the placee 1o purchase one additional common share of the
Company at a price of $0.10 per share exercisable on or before September 10, 2005. The private placement was completed in
accordance with the policies of, and was approved by the TSX Venture Exchange during the most recently completed fmandial year.
The shares issued to Brian Harris were restricted from trading until January 10, 2004. In July 2004, Brian Harris exercised 400,000
wartants.

Pursumt to private placement subscription agreement dated October 1, 2003, Toro Ventures Inc., a British Columbia non-reporting
company wholly-owned by Raymond Roland, CFO and a director of the Company, purchased 312,500 units of the Company's
securities &t a price of $0.16 per unit. Each unit consists of one common share and one two-yeas non-transferable share purchase
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warrant, each such warrant entitling the placee to purchase one additional common share of the Company at a price of $0.22 per
share. Theprivate pl t is subject to acoep for filing by the TSX Venture Exchange.

Pursuat o private placement agreement dated March 29, 2004, Raymond Roland, CFO and a director of the Company, purchased
66,667 units of the Company’s securities at a price of $0.15 per unit. Each umit consists of one common share and one two-year non-
transferable share purchase warrant, each such warrant entitling the placee to purchase one additional common share of the Company
at a price of $0.20 pe share. The private pl is subject to accep for filing by the TSX Venwre Exchange.

Other Related Party Transactions

Durng the fiscal year ended February 28, 2004, the Company entered into certain transactions with Directors of the Company or
companies controlled by Directors of the Campany as follows:

1 The Company incurred management fees of $30,000 with Roland Financial Services Ltd., a British Cohunbia nonreporting
company wholy-owned ty Raymond Roland, CFO and a director of the Company.

2. The Compay incurred consultation fees of $15,000 with Brian Harnis, President, CEO and a director of the Company.

3. The Company incurred rent expenses of $27,000 and interest expenses of $11,702 with Bedo Ventures Ltd,, a British
Columbia non-reporting company wholly-owned by David Beruschi, former searetary of the Company.

PARTICUITARS OF OTHER MATTERS TO BE ACTED UPON

Stack Ontion Pt 3 Incentive Stack Opss

The Exchange policies with respsct 10 incentive stock options (the “Policies™) provide that listed companies may only issue incentive
stock options pursuant 1o the terms of a stock option plan that has been approved by the shareholders of the Company and the Exchange.
At the last Aonual and Special General Meeting, pursuant to the Policies, management proposed and the shareholders of the Company
approved a rolling stock option plan which reserves a maximum of 10% of the issued shares of the Company fram time to time for
administration and grant of options under the stock option plan. The Policies require that such a ralling plan be re-approved each year by
the shareholders and the Exchange.

Managanent of the Comparty believes that incentive stock options serve an important function in fumishing Directors, ofificers,
employees and consultants (collectively the "Eligible Parties™) of the Company an opportunity to invest in the Company in a simple and
effective manner and better aligning the interests of the Eligible Parties with those of the Company and its shareholders through
ownpership of shares in the Company. Accordingly, at the Meeting the shareholders will be asked 1o consider, and the Directors, balieving
it to be in the best intexests of the Campany, recommend that the sharebolders re-approve, the Company's proposed stock option plan (the
"Plan”) and the allotment and reservation of sufficient common shares from treasury 10 provide the shares necessary for issuance upon the
exercise from time to time of options granted pursuant to the Plan.

The Plan has been prepared by the Company in accordance with the policies of the Exchange and is in the form of a rolling stock option
plan reserving for issuance upon the exercise of options granted pursuant to the Plan a maximum of 10% of the issued and outstanding
shares of the Company at any time, less any shares required to be reserved with respect to options granted by the Company prior to the
implementation of the Plan, The Plan will be adwministered by the Board of Directors of the Campany, or a commitiee of three Directors,
if so appointed by the Board (the "Commitiee™). Subject 1o the provisions of the Plan, the Commitiee in its sole discretion will determine
afl options to be granted pursuant 1o the Plan, the exercise price therefore and any special terms or vesting provisions applicable thereto.
The Conmnittee will comply with all Exchange and other regulatory requiraments in granting options and otherwise administering the
Plan. A summary of some of the additional provisions of the Plan follows:

(i) options granted to insiders of the Company as a tota] in any twelve-month period shall not exceed 10% of the issued and
oustanding shares of the Company at the beginning of the period;
(it} options granted tw any one person as 2 total in any twelve-month period shell not exceed 5% of the issued and owstanding shares
of the Company &t the beginnng of the period;
(iil) options gramted 10 any obe Consultant to the Campany as & 1otal in any twelve-month period shall not exceed 2% of the issued
and outstanding shares of the Company at the beginning of the period;
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(iv) options granted to all employess, ¢ ) and their i ged in investor relations activities for the Company in
aggregate in any twelve-month period shall not exceed 2% of the issued and outstanding shares of the Company at the
beginning of the period;

(v) optons granted shall be non-assignable and not ransferable and shall not have a term in excess of five years;

(vi) the exercise price of options granted shall not be less than the ¢closing price of the Company's shares on the last rading day less
any discount permitted by the Exchange, but, in any event, not less than $0.10 per share;

vii) all options granted shall be evidenced by written option agreements; and
(viii) any amendment to reduce the exercise price of options grauted to insiders of the Company shall be subject to approval of the
disinterested shareholders of the Compzny, the majority vote of the members other than the insiders and employees of the

Company.

Pursuant to the policies of the|Exchange, the shares underlying any options granted will be restricted from trading for a period of four
months fram the date of grant of the optbn. A copy of the Plan will be available at the Meeting for review by interested shareholders.

The directors of the Company believe the Plan is in the Company's best interests and recommend that the shareholders approve the
Plan.

\ditional fof .
Addifional information relating to the Company 1s avalable on SEDAR atwww sedar.com.

Financial information regarding the Company and its affairs is provided in the Company's comparative financial statements and
management discussion and analysis (“MD&A™) for its financial year ended February 29, 2004. Sharcholders may contact the
Company at www.auterraventures.com or at the address set out on the face page of this Information Circular to request copies of the
Company’s fimandal statements amd MD&A.

MANAGEMENT KNOWS OF NO OTHER MATTERS TO COME BEFORE THE MEETING OF SHAREHOLDERS OTHER
THAN REFERRED TO IN THE NOTICE OF MEETING. HOWEVER, IF ANY OTHER MATTERS WHICH ARE NOT KNOWN
TO THE MANAGEMENT OF THE COMPANY SHALL PROPERLY COME BEFORE THE SAID MEETING, THE FORM OF
PROXY GIVEN PURSUANT TO THE SOLICITATION BY MANAGEMENT OF THE COMPANY WILL BE VOTED ON
SUCH MATTERS IN AQCORDANCE WITHTHE BESTJUDGMENT OF THEPERSONS VOTING THEPROXY.

Dated at Vancouver, British Columbia, as of the 30° day of July, 2004.
AUTERRA VENTURES INC.
R d Roland”

Raymond Roland
Chief Financial Officer and Director
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AUDITORS REPORT

To the Shargholders of
Auterra Vertures Ing,

We have audited the baance sheets of Auterra Ventures Inc. as at February 29, 2004 and February 28,

2003, the statements of operations and deficit, the satements of cash flows, and the schedules of deferred

exploration and development costs for the years then ended. These financid staiements are the

responsibility of the Company's management. Our responsibility is to express an opinion on these
- financid statements based on our audits.

We conducted our audits in accordance with Canadian generaly accepted auditing standards. Those
standards require that we plan and perform an audit to cbtain reasonable assurance whether the financia
statements are free of materid misstatement. An audit includes examining, on atest basis evidence
supporting the amounts and disclosures in the financial statements. An audit aso incl udes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overdl financid statement presentation.

In cur opinion, these financia satements present fairly, in dl materia respects, thefinancial position of
the Company as a February 29, 2004 and February 28, 2003 and the results of its operations and its cash
flowsfor the years then ended in accordance with Canadian generally accepted accounting principles. As
required by the Company Act of the Province of British Columbia, we report that, in our opinion, these
principles have been applied on a consistent basis.

Jones, Richards & Company
CERTIFIED GENERAL ACCOUNTANTS

Vancouver, British Columbia
July 14, 2004




AUTERRA VENTURESINC.
BALANCE SHEET
FEBRUARY 29, 2004
(With compar ative audited figuresfor February 28, 2003)

2004 2003
(Note 15)
ASSETS
Current Assets
Cash (Note 4) $ 5982 $ 132
Cashintrust 556 9%
Account receivable (Note 5) 58,749 58,749
Goods and services tax recoverable 21,584 8,077
Prepaid expenses 3,250 9,409
Marketable securities (Note 2) - 3,000
90,121 79,463
Due from Related Party (Note 6) 1,576 1,576
Property, Plant and Equipment (Notes 2 and 7) 3,062 8,549
Minera Properties, including deferred costs (Notes 2 and 8) 228,642 357,611
Deposit . 4,000 -
$ 327401 § 447199
LIABILITIES
Current Liabilities
Accounts payable and accrued lizbilities $ 328879 § 375367
Dueto related parties (Note 9) 133,065 143,368
461,944 518,735
Loan Payable (Note 10) 8,936 8,274
470,880 527,009
SHAREHOLDERS EQUITY (DEFICIENCY)
Share Capitd (Note 11) 2,773,734 2,351,734
Contributed Surplus 58,716 -
Deficit (2,975,929) (2,431,544)
(143,479) (79,810)
$ 327401 § 447199
Approved on Behaf of the Board:
Rayrmond Roland Brian Harris
Director Director

The accompanying notes e an integral part of these financial statements. 2




AUTERRA VENTURESINC.
STATEMENT OF OPERATIONSAND DEFICIT
FOR THE YEAR ENDED FEBRUARY 29, 2004
(With comparative audited figures for the year ended February 28, 2003)

2004 2003
ADMINISTRATION COSTS:
Accounting and audit $ 26610 § 23,980
Amortization 1,474 2,981
Consulting 15,000 -
Interest 13,216 17,958
Lega fees 73,577 46,960
Management fees - 30,000 30,000
Office and miscellaneous 8,151 13,354
Rent 36,000 36,000
Transfer agent and filing fees 18,892 8,676
Travel and promation 2642 10,161
245562 130,070
OTHER ITEMS:
interest income {53) {268)
Loss (Gain) on sde and write-down of marketable sseurities (2,554) 1,000
t.oss on sae of property, plant and equipment 3,313 -
L.oss on write-down of minera properties 238,739 -
Interest on long-term debt 662 613
Stock-based compensation 58,716 -
NET LOSS FORTHE YEAR 544,385 191,415
DEFICIT AT BEGINNING OF YEAR 2431,544 2240129
DEFICIT AT END OF YEAR $ 2975929 § 2431544
Loss per share $ (0.06) § (0.02)

The accompanying notes are an integra part of thess financia satements. 3
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AUTERRA VENTURESINC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED FEBRUARY 23, 2004

{With compar ative audited figures for the year ended February 28, 2003)

OPERATING ACTIVITIES:
Net loss for the year
Adjugments

Amortization

Loss (Gain) sale and on write-down of marketable securities
Loss on sdeof property, plant and equipment
L.oss on write-down of mineral properties

Interest on long-term debt
Stock-based compensation

Changes in non-cash working capitd items:

Account receivable

Goods and services tax recoverable
Exploration grart receivable
Minera exploration tax recoverable

Prepad expenses

Accourts payable and accrued lizbilities

Due to related parties

FINANCING ACTIVITIES:
Share capita issued for cash

INVESTING ACTIVITIES:

Procesds on sale of marketable securities
Proceeds on sde of property, plant and equipment
Acguisition costs of minerd properties

Deferred exploration and development costs, net of

exploration grant
Deposit

INCREASE (DECREASE) IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

Cash consists of:
Cash
Cashintrust

2004 2003
(Note 18)
$ (544,385) § (191415)
1,474 2,981
(2,554) 1,000
3313 -
238,739 -
662 613
58,716 -
(244,035) (186,821)
- 27,500
(13,507) (89)
- 2735
. 11,651
6.159 (8,140)
(46,488) 86,084
(16,303) 74,249
(308,174) 7,169
400,000 4,800
5,554 -
700 -
(60,000) -
(27,770) (14,558)
(4,000) -
(85,516) (14,558)
6,310 (2,589)
228 2817
$ 658 $ 228
$ 5982 § 132
556 %
$ 6538 § 208

Supplemental Cash Flow Information (Note 14)

The accompanying notes are an integra part of these financid statements.
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AUTERRA VENTURESINC.
NOTESTO FINANCIAL STATEMENTS
FEBRUARY 28, 2004
(FEBRUARY 28, 2003)

NATURE OF BUSINESSAND CONTINUED OPERATIONS

Auterra Ventures Inc. {the Company ) is incorporated under the laws of British Columbia,
Canadaand is primarity engaged in the acqui sition and devel opment of minera propertiesiocated
in Canada.

These financia statements have been prepared in accordance with Canadian generally accepted
accounting principles with the assumption that the Company will be able fo redize its assets and
discharge its liabilities in the normal course of business rather than through a process of forced
liquidation. The operations of the Company were primarily funded by the issue of share capital
and loans from related parties. The continued operations of the Company are dependent on its
ability to develop a sufficient financing plan, receive continued financia support from related
parties, complete sufficient public equity financing, or generate profitable operationsin thefuture:
The Company had thefollowing deficits and working capital (deficiency) asat thefollowing dates:

Working Capita
Date Deficit _(Deficiency)
February 29, 2004 $2,975,929 $ (371,823)
February 28, 2003 $2431,544 $ (439,272)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a.  Defered Cods

The Company isin the exploration stage with respect foitsinvestment in natural resource
properties and accordingly follows the practice of capitdizing al costs related to the
exploration project, until suchtime asthe project is put into commercid production, soldor
abandoned.  If commercig production commences, these capitalized costs will be
amortized on a unit-of-production basis.  If the minera properties are abandoned, the
related capitalized costs are written-off to ddficit.

Exploration costs renounced due to flow-through share subscription agreements remain
capitdized, however, for corporateincome tax purposes, the Company hasnorighttoclam
these costs as tax deductible expenses.

b. Values

The amounts shown for minerd properties and deferred co represent costs to date and
are not intended to reflect present or future values.
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AUTERRA VENTURESINC.
NOTESTO FINANCIAL STATEMENTS
FEBRUARY 28, 2004
(FEBRUARY 28, 2003)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES(CONT D)

c.

Option Payments

Payments on minerd property Option Agreements are made at the discretion of the
Company and accordingly are accounted for on a cash basis.

Marketable Securities

Marketable securities were valued at the lower of cost and market value Shares were
vaued & cod if their decline in market value was considered temporary.

Property, Plant and Equipment

Property, plart and equipment is carmied d cost less accumulated amortization.
Amortization is cal oul ated using the dedlining balance method a the following annud rater

Fumniture and fixtures 0%
In the year of acquidition, amortization is recorded at one-hdif the normd rate.

Lossper Share

Basicloss per shareis calculated by dividing thelossfor the year by the weighted average
number of shares outstanding during the year. Diluted | css per shareis cal culaed using the
treasury stock method. Under thetreasury stock method, the wei ghted average number of
sharesoutstanding used in the cacul ati on of dituted loss per share assumesthat the deemed
proceeds recei ved from the exercise of stock options, share purchase warrants and their
equival ents would be used to repurchase common shares of the Company & the average
mearket price during the yeer.

Existing stock options and share purchese warrants have not been included in the
compustation of diluted loss per share asto do so would be anti-dit utive. Accordingly, basic
and diluted loss per share are the same.
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AUTERRA VENTURESINC.
NOTES TO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT D)

g Stock-based Compensation
The Company has adopted an incentive stock option plan which is described in Nate 11.

Effective March 1, 2002, the Company adopted the recommendations of the Canadian
Ingtitute of Chartered A ccountants Handbook Section 3870, Stock-based Compensation
and Other Stock-based Payments  to be appiied prospectively.

Under the recommendations, a! stock-based awards made to non-employees are measured
and recognized using the fair-value method. The standard aso encouraged the use of the
fa r-value method for ! awards granted to employess, but only required the use of afair-
val ue method for direct awards of stock, stock apprecidion rights, and awardsthat cal for
settlement in cash or other assets made to employees. Awards tha the Company hasthe
ability to seftle with stock are recorded as equity, whereas awards that the Company is
required to, or has the practice of settling in cash are recorded as liabilities. Effective for
the fisca year commencing March 1, 2003, the Company has adopted the far-vaue
method for d | stock-based compensation to employees and consultants, to beappliedona
prospective basis.

h. Use of Egtimates

The preparation of financiad saterments, in conformity with Canadian generdly accepted
accounting principles, requires the Company s management to make edimates and
assumptionsthat affect the amounts reported inthe financia statementsand rlated notesto
the financid Statements. Actua results may differ from these estimates.

FINANCIAL INSTRUMENTS

The Company sfinancia instruments consist of cash, cash in trust, account receivable, due from
related party, accounts payable and accrued liabilities, due to refated parties and {oan payable.
Unless otherwise noted, it ismanagement sopinion that the Company isnot exposed to significant
interest, currency, or credit risks arising from thesefinancid instruments. Thefair vaues of these
financid instruments appraximate their carrying value, unless otherwise noted.

CASH

The Company entered into Fiow- through Share Subrscription Agreements during the year ended
February 29, 2004 whereby it is committed toincur on or before December 31, 2004 and renounce
to the subscribers, atotd of $60,000 of qualifying Canadian Exploration Expenses asdescribed in
the Income Tax Act of Canada Commencing March 1, 2004, the Company will beliabletopay a
tax of approximately 5% per annum, calculated monthly on the unspent portion of the commitment.

8




AUTERRA VENTURESINC.
NOTESTO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

ACCOUNT RECEIVABLE

By an Assignment Agresment (the Agreement ) dated May 22, 2001, the Company had acquired
from LMX Resources Ltd. { LMX ) an option to acquire by way of a Minera Property Option
Agreement dated Jenuary 31, 2000 (the Underlying Agreement ) a50% interestincertan minera
claims, known as the Haines Gabbro AainunvPaladium Property focated in the Thunder Bay
Mining Digtrict of Ontario. Prior consideration paid totalled $56,720.

During the year ended February 28, 2002, LMX repwdiated the Agreement. By a Settlement of
Judgement Agreement dated March 17, 2002, LMX will reimburse the Company for acquisition
and exploration expenditures, goods and servicestax recoverable and court coststotd ling $86,249
made in accordance with the repudiated agreement as follows: ’

- Cash payment of $27,500 on execution of the Settlement of Judgement Agreement
{received); and

- Common shareswith avaueof $58,749 of LMX scapitd stock to beissued inasharesfor
debt settlement a a price that is not different from the price offered to the majority of
LMX sam slength trade creditors, on or before May 27, 2003.

DUE FROM RELATED PARTY
Anamount duefrom a corporation controlled by the President of the Company is unsecured, non-

interest bearing and has no specific terms of repayment.

PROPERTY, PLANT AND EQUIPMENT

2004 2003
Accumuiated  Net Book Net Book
Cost Amortization Vdue Vaue
Automobile $ - $ - $ - $ 4,721
Furriture and fixtures 6,600 3,538 3,062 3,828

$_6.600 $ 3538 $ 3,062 $ 8,549




AUTERRA VENTURESINC.
NOTES TO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

MINERAL PROPERTIES

Februzary 29, 2004
Deferred
Acquistion ~ Exploration
Costs ad Write-down of
(Net of Deveopment Capitaized
recoveries) Costs Costs Totd
a Auterra Properties $ 155,000 $ 83740 § (238,739) $ 1
b. AR Properties 27,500 77428 - 104,928
¢, Rabbit North Properties 57,000 41,713 - 98,713
d. Rabbit South Properties 25,000 - - 25,000

$ 264500 § 202881 $ (238,739) § 228642

February 28, 2003
Deferred
Acquisition  Exploration
Costs and Write-down of
(Net of Devdopment Capitatized
recoveries) Costs Costs Total
a Auterra Properties $ 155,000 5 83433 $ - $ 238433
b. AR Properties 27,500 77,428 - 104,928
c. Rzbbit North Properties - 14,250 - 14,250
d. Rabbit South Properties - - - -
$ 182,500 $ 175111 5 - $357.611

a. Auterra Properties

i) By an Agreement dated January 29, 1998 (amended June 30, 2000), the Company
acquired a 100% interest in eight (8) Crown granted minera damslocated inthe
Toodoggone area of the Omineca Mining Division of British Columbia for
oonsderatloncf$65000w|(pad)a'1d5000091a'softhe00mpa1y s capita
stock (issued & a price of $0.62 per share).

By an Agreement dated January 29, 1998, the Company acquired a 100% interest in
four (4) Crown granted minera daimslocated in the Alberni and VictoriaMining
Divisionsof British Columbiafor consideration of $30,000 cash (paid) and 50,000
shares of the Company s capital stock (issued at a price of $0.62 per share).

The properties are subject to a 2% royalty payable on the first 500,000 ounces of
gold equive_ient produced from the property and a 1% royalty thereafter.

10




AUTERRA VENTURESINC.
NOTES TO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

8. MINERAL PROPERTIES (CONT D)

a. Auterra Properties (Continued)

A finder sfee of $8,000 was paid as a result of these Agreements.

i) By a Terminated Option Agreement dated August 5, 1999, the Company received
100,000 shares of the capital stock of Cora Resources Litd. & a price of $0.10 per
share.

During the current year, the management of the Company resolved fo write-down thevaue
aof the project to a nomind vaue.

b. AR Properties

By an Agreament dated September 14, 2000, the Company acquired aright to eamn a 70%
interest (subject to a 3% net smelter returns royaty ( NSR )) in twenty-five (25) minerd
clams locaed in the Whitehorse Mining Division, Yukon for consideration of

- Cash payments totalling $185,000 asfollows

$ 5,000 onsigning of the Agreement (paid);
$ 20,000 upon TSX acceptance;

$ 10,000 on or before October 1, 2001;

$§ 25,000 on or before October 1, 2002;

$ 25,000 onorbefore October 1, 2003;

$ 50,000 on or before October 1, 2004; and
$ 50,000 on or before October 1, 2005.

- 100,000 shares of the Company scapita stock (issued at a price of $0.225
per share); and

- Incurring exploration and devel opment expenditures totd ling $250,000 as
follows:

$ 40,000 on or before March 1, 2001 (incurred);
$ 40,000 onor before March 1, 2002;

$ 40,000 onor before March 1, 2003;

$ 40,000 onor before March 1, 2004; and

$ 90,000 onor before March 1, 2005.

11




AUTERRA VENTURESINC.
NOTESTO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

8. MINERAL PROPERTIES (CONT D)

c.

Rabbit North Properties

By an Option Agreement dated December 3, 2002 the Company may acquire a 100%
interest (subject to a 3% NSR on gold and siver production and a 2% NSR on di other
minera products produced) in thirteen mineral claims located in the Kamioops Mining
Division, British Columbia for consideration of:

- Cash payments totdling $245,000 as follows:
- $ 5,000 within seven days of execution of the Agresment (pad);
- § 10,000 on or before April 15, 2003 (paid);
- § 20,000 on or before November 30, 2003 (paid);
- $ 20,000 on or before November 30, 2004;
- $ 30,000 on or before November 30, 2005;
- $ 40,000 on or before November 30, 2006; and
- $120,000 on or before November 30, 2007.

- Issue 300,000 shares of the Company s capitd stock asfollows:

- 100,000 shares of the Company s capital stock to be i ssued within ten days
of TSX Venture Exchange acceptance of the Agreement (issued at a price of
$0.11 per share),

- 100,000 shares on or before November 30, 2004 (issued a aprice of $0.11
per share); and

- 100,000 shares on or before November 30, 2005.

- Incur exploration and devel opment expenditurestotaling $1,000,000 asfollows
- $100,000 on or before November 30, 2003; ’

~ $ 50,000 on or before November 30, 2004;

- $ 50,000 on or before November 30, 2005;

~ $ 50,000 on or before November 30, 2006; and

- $750,000 on or before November 30, 2007.

Further consideration includes the payment of advance royaties of $25,000 per annum
commencing November 30, 2008.

The Company may a anytime purchase one third of the 3% NSR on gold and siver

production for $500,000 and/or one half of the 2% NSR on ai other minera products for
$500,000.

12




AUTERRA VENTURES INC.
NOTES TO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

8. MINERAL PROPERTIES (CONT D)

o8

Rabbit North Properties(Continued)

By a Mineral Property Option Agreement dated January 28, 2004 the Company granted
Balad Gold & Silver Ltd. ( Bdlad }of Vancouver, British Columbia an optionto acquire
up to a 70% interest in the Company s fifteen Rabbit North dams described above for
consideration of:

For a50% interest:

- Cash payments totalling $70,000 as follows:
- $ 30,000 on or before November 30, 2005; and
- $ 40,000 on or before November 30, 2006.

- I'ssue 350,000 shares of Ballad s capitd stock asfollows:
- 200,000 shareswithinten days of TSX Venture acceptance of the Agresment;
and
- 150,000 shareswithin 45 days of receipt of notice that the Company has earned
a50% interest in the clai mspursuant to the Agreement dated December 8, 2002
described above.

- Incur exploration and development expenditures totalling $600,000 as follows:
- $100,000 on or before June 30, 2004;
- $ 150,000 on or before Novernber 30, 2004;
- $200,000 on or before November 30, 2005; and
- $ 150,000 on or before November 30, 2006.

The Company has the right to limit Balad s interest in the daims to a 50% interest by
issuing to Balad 100,000 shares of the Company s capitadl siock and foregoing the second
tranche of 150,000 shares to be issued by Ballad.

For a 70% interest:

- $130,000 cash on or before November 30, 2007;
- 150,000 shares of Ballad s capita stock on or before November 30, 2007; and
- Incur exploration and development expenditures totalling $400,000 as follows
- $100,000 on or before November 30, 2006; and
- $300,000 on or before November 30, 2007.

Upon Balad earning either a 50% or 70% interest in the mineral daims the parties shall
enter into a joint venture for the further devel opment of the property.




AUTERRA VENTURESINC.
NOTES TO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

8. MINERAL PROPERTIES(CONT D)

d. Rabbit South Properties

By an Option Agreement dated January 26, 2004 the Company may acquire a 100%
interest (subject to a 3% NSR) in fifteen mineral claims located in the Kamloops Mining
Division, British Columbia for consideration of:

- Cash payments totaling $300,000 as fol lows:
- $25,000 on execution of the Agreement (paid);
- $40,000 on or before January 20, 2005;
- $50,000 on or before Jenuary 20, 2006;
- $50,000 on or before January 20, 2007,
- $50,000 on or before January 20, 2008; and
- $85,000 on or before January 20, 2009.

- I ssue 300,000 shares of the Compary s capital stock as follows:
- 100,000 shares of Company s capital stock to be issued within ten
days of TSX Venture acceptance of the Agreement;
- 100,000 shares on or before January 20, 2005; and
- 100,000 shares on or before January 20, 2006.

- Incur exploration and development expenditures totalling $1,500,000 as
follows:
- $200,000 on or before January 20, 2005;
- $250,000 on or before January 20, 2006;
- $300,000 on or before Jenuary 20, 2007;
- $375,000 on or before January 20, 2008; and
- $375,000 on or before January 20, 2009,

Further consideration includes the payment of advance royalties of $30,000 per annum
commencing November 30, 2008.

The Company may at anytime purchase one third of the 3% NSR for $1,000,000.
9. DUE TO RELATED PARTIES

Amounts dueto Directors, Officers and corporations controlled by the Directors and Officers are
unsecured, non-interest bearing and have no specific terms of repayment.

“




10.

11.

AUTERRA VENTURESINC.
NOTESTO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

LOAN PAYABLE
The loan payable was unsecured and beared interest a the rate of 8% per annum, compounded

sermi-annualy, not in advance. The |oan together with accrued interest was repayable on demand
after April 30, 2001. .

February 29, 2004 February 28, 2003
Principa $ - $ -
Accrued interest 8,936 8,274

$ 8,936 $ 8,274

in consideraion of the loan, the Company issued 266,667 share purchase warrants. Each warrant
was exercisable to acquire one (1) additiond share of the Company s capital stock at a price of
$0.175 per share on or before January 18, 2002, The warrants expired unexercised.

SHARE CAPITAL

The authorized share capital of the Company is 50,000,000 shares without par value

The Company has issued shares of its capitd stock asfollows:

February 28, 2004 February 28, 2003
Number of Number of
Shares Amourtt Shares Amount

Baance a beginning of year 7,947,757 $ 2354734 7921090 $ 2346334
Shares issued for:

Cash 4,000,000 400,000 26,667 4800

Minad properties 200,000 22,000 - -
Badanceat end of year 12,147,757 $ 2773734 7947757 $2,351,734

Transactions for the | ssue of Share Capital
During the Year Ended February 29, 2004:

a The Company completed a private placement financing by the issue of 4,000,000 units at a
priceof $0.10 per unit for atotal consideration of $400,000. Of theissue, 600,000 unitsconsist
of one flow-through shareand one share purchase warrant and 3,400,000 unitsconsist of ore
ordinary share and one share purchase warrant. Each share purchasewarrant isexercisableto
acquire one additiona ordinary share at a price of $0.10 per share on or before September 10,
2005.

b. The Company issued 200,000 shares at a price of $0.11 per share for the acquisition of the
Rabbit North minera properties described in Note 8c.

15
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AUTERRA VENTURESINC.
NOTES TO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

SHARE CAPITAL (CONT D)

During the Year Ended February 28, 2003:

The Company issued 26,667 shares at a price of $0.18 per share for the exercise of share purchase
warrants. . : ’

Stock Options

The Company has adopted an incentive stock option plan (the Plan ). The essential elements of
the Plan provide that the aggregate number of shares of the Company s capitd stock issuable
pursuant to options granted under the plan may not exceed ten percent of the issued and
outstanding shares of the Company at the rdlevant time. Options granted under the Plan may have
ameaximum term of five years. The exercise price of options granted under the Planwill not beless
than the discounted market price of the shares (defined as the last dosing market price of the
Company s sharesimmediately preceding the grant date, | ess the maximum discount permitted by
TSX Venture Exchange Policy), or such other price as may be agreed to by the Company and
accepted by the TSX Venture Exchange Stock options granted to consultants providing investor
relations activities under the Plan are subject to vesting restrictions such that one-quarter of the
option shall vest every three months such that the entire option shall have vested twetve months
after the award date.

A summary of the status of the Company s stock options asof February 29, 2004 and February 28,
2003 and changes during the years then ended is asfollows:

February 29, 2004 February 28, 2003
Weghted Average Weighted Average
Exercise Exgrdse

Shaes Frice Shares Frice

Options outstanding, beginning of year - $ - 388,442 $ 0225
Grarted 1,200,000 028 - -

Forfeited/cancel ed - - (388,442} (0.225)
Options outstanding, end of year 1,200,000 $ 028 - $ -

At February 29, 2004, the Company had outstanding stock aptions to acquire 1,200,000 commen
shares (with a weighted average remaining life of 1.59 years) at a price of $0.28 per share on or
before October 2, 2005.

Effective March 1, 2003, the Company adopted afair value method of accounting for stock-based
compensation awards, to be applied on a prospective basis. No compensation expense has been
recognized in the statement of operations during the year ended February 29, 2003, as no stock
options were grarted. ,

16
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AUTERRA VENTURESINC.
NOTESTO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

SHARE CAPITAL (CONT D)

Thefair vaues options vested during the year ended February 28, 2004 was estimated & the grant
date using the Black-Scholes option pricing model with the following weighted average
assumptions:

Expected volatility 34.85%
Risk-free interest rate 294%
Expected life 2years
Expected dividend yield 0%

Warrants

The company has outstanding share purchase warrants exercisable to acquire 4,000,000 shares
at a price of $0.10 per share on or before September 10, 2005.

CORPORATE INCOME TAXES

The Company has certain respurce rel ated deductions, net of amounts renounced through flow-
through share agreements, and other |osses, which are available to be of fset against future taxable
income in Canada  The potentia benefit of these deductions are not reflected in these financial
statements.

RELATED PARTY TRANSACTIONS

a Management fees of $30,000 (2003 - $30,000) were incurred with a corporation
controlled by the Chief Financial Officer of the Company.

b. Consulting fees totdling $15,000 (2003-$Nil) were incurred with the President of the
Company.

c Interest of $11,702 (2003~ $12,071) and rent of $27,000 (2003 - $36,000) were incurred
with a corporation controlled by an Officer of the Company.

d. The Chief Financid Officer of the Company isa so the Chief Financia Officer of Balad
Cold & Sifver Ltd., the optionee of the Company s Rabbit North properties described in
Note 8c.

All of the above noted transactions have been in the norma course of operations and, in

management s opinion, undertaken with the same terms and conditions as transactions with
unrelated perties.
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AUTERRA VENTURESINC.
NOTESTO FINANCIAL STATEMENTS
FEBRUARY 29, 2004
(FEBRUARY 28, 2003)

4.  SUPPLEMENTAL CASH FLOW INFORMATION

The Cornpany incurred non-cash financing and investing activities during the year ended February
29, 2004 and February 28, 2003 as follows:

2004 2003
Non-cash financing activities:
Loan payable $ 662 $ 613
I'ssue of share capital for mineral properties 22,000 -

$ 22,662 3 613

Non-cash investing activities :
Acquisition of minerd properties $  (22000) $ -
Minerd exploration grant - (2,265)

$ (220000 _$_ (2265)

15.  PRIOR PERIOD ADJUSTMENTS

The compardivefinanciad statementsfor the year ended February 28, 2003 have been corrected to
accrue exploraion and development costs of $14,250. As a result, the prior year s minerd
properties, including deferred costs was increased by $14,250 and accounts payable and accrued
ligbilities was increased by $14,250. The comparative figures have been restated to reflect these

changes.
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AUTERRA VENTURES INC.

Management Discussion and Analysis of Financial
Condition and Results of Operations

For the year ended February 29, 2004 Auterra Ventures Inc. (AUW.V) ("Auterra” or the "Company™)
prepared this Management Discussion and Analysis following the requirements of new securities
legislation National Instrument 51-102 (“NI-51-102™). NI 51-102 outlines more detailed and
comprehensive requirements for management discussion and analysis. This discussion and analysis of
the results of operations should be read in conjunction with the audited financial statements and
accompanying notes for the years ended February 29, 2004 and February 28, 2003. This discussion and
analysis as of July 19, 2004 provides information on the operations of Auterra for the year ended
February 29, 2004 and subsequent to the year end.

Overview

Auterra is a mining exploration company. The Company’s shares are listed and called for trading on the
TSX Venture Exchange under the trading symbol “AUW. V™,

The Company’s principal business is the acquisition, exploration and development of mineral properties
with a primary focus on exploration properties demonstrating strong potential for hosting Jarge scale ore
bodies.

Auterra is actively exploring several copper-gold properties in Canada.

Mineral Prop erties
Rabbit Nerth Prope

In December 2002, Auterra entered into an option to eam a 100% interest in the Rabbit North Copper
and Gold property 12 km southwest of the Afton copper-gold Mine near Kamloops, British Cotumbia,
Canada.

The Rabbit North property is a 2,200 ha block of mineral claims located 25 km southwest of
Kamloops. It is well accessible by logging roads from Highway 97¢ that connects the Town of Logan
Lake with the Coquihala Highway. Power lines, railroads, major highways, population centres and the
world class Highland Valley Copper Mines are all close by.

In late November 2003’, a trenching program was carried out on the property and work was completed
on the preparation of targets for the drilling program that was planned for 2004.

In July, 2004 Phase 1 of a diamond drilling program was completed by Ballad Gold & Sitver Ltd.
(BGS.V) pursuant to an option agreement at Rabbit North.

Hale No Core Size Interval m lengthy Aught | Cu%
7 NQ2 0-86 86m 0.17 0.18
7 NQ2 Including 2642 | 16m 0.30 0.41
7 NQ2 Including18-50 | 32m 0.20 0.27
7 NQ2 86- 126 Paost mineralization dyke
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Rabbit North Property — Cont’d

Seven holes (811 m) were completed on time and within budget. Two holes were cut short because of
drilling difficulties and five were completed to target depth. Hole 7, as reported above, was aimed at
porphyry copper-gold mineralization. Holes 2, 3 and 4 were aimed at high grade gold in quartz-pyrite
zones that were otiginally found in 1997 and graded up to 15.5 g/t Au over an 8 m intercept. Drilling
holes 3 and 4 has now indicated that this zone appears to have a true width of 2.8 m. The new holes
also established that the quartz-pyrite zones strike in a west-northwesterly direction and have a true
width of 1.5 to 3 m Medium to lower grade gold values were obtained in the 2004 drill holes.

Hole No Core Size Interval m | length Au ght
2 NQ2 50-54 4m 2.28
2 NQ2 118-122 4m 5.10
3 NQ2 54.1-56 1.9m 239
4 NQ2 (72876 3.2m 142

The property holds a large (over 8,000 ha) alkaline type porphyry copper-gold alteration systemn with
very good potential to host a copper-gold deposit like the Afton Mine and high grade gold.
Exploration bhas included geological mapping, induced polarization, soil sampling surveys and
percussion and diamond drilling. No reserves or resources have been delineated as yet. The initial
exploration target was an alkaline copper-gold deposit like the nearby Afton Mine where recent drilling
established indicated resources of 34.3 mt @ 1.55% Cu, 1.14 g/t Au, 3.42 g/t Agand 0.13 g/t Pd. Such
grades are much higher than have been found traditionally in the porphyry copper mines of British
Columbia and are desirable in today’s very competitive metals markets.

Historically, the past exploration campaigns at Rabbit North established the presence of widespread
copper—gold mineralization centred on the alkaline intrusive complex. Drilling found several areas
with copper- gold mineralization. Drill targeting was bampered by extensive glacial overburden and
barren tertiary basalt cover over most of the hydrothermally altered rock. Consequently large tracts of
the alteration system have never been drill tested. A drilling campaign in 1997 uncovered an important
new style of mineralization on the property: high grade gold in fracture zones at the western edges of
the alteration zone. The best grades intersected were: 15.4 g/t Au over § m with the best interval
having 27.6 g/t Au over 2 m. Based on the geology of the drill holes and several test pits, it is
interpreted that several sub-parallel gold zones occur over an area-measuring at least 100 by 400
meters.

A second historical exploration development at Rabbit North was the 1996 Enzyme Leach exploration
over the whole property. This type of geochemistry is capable of detecting oxidizing zones of
sulphides under thick cover. Five anomalies were discovered and one was drilled in 1997, This drill
hole, spudded on barren bedrock, discovered copper-gold mineralization 150m below surface, The
large size of the alteration system and its similarities to alkaline environments like Afion indicate to the
potential for very significant copper-gold mineralization at Rabbit North.
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Rabbit North Property - Cont’d

Auterra on January 28, 2004, entered into a2 Mineral Property Option Agreement (the “Agreement”)
with Ballad Gold & Silver Ltd. (“Ballad™). Terms of the Agreement grant Ballad an option to earn up
to a 70% interest in Rabbit North in consideration of the issuance of 200,000 common shares of Ballad
on TSX Venmre Exchange acceptance for filing and exploration expenditures of $1 million on the
property and cash payments totalling $200,000 over four years. Ballad must issue a further 150,000
common shares after completing $600,000 in work 1o earn the right 10 acquire a 50% interest, and a
further 150,000 shares to acquire a 70% interest. If the parties decide not to proceed with the
underlying option from the Vendors of the property Ballad wil receive shares of Auterra in exchange
for its exploration expenditures and cash payments. The property is subject to a NSR Royalty in
favour of the original vendors of 2% for base metals and 3% for gold and silver. Portions of these
Royalties are purchasable for cash on a pro rata basis by Ballad and Auterra.

The underlying option agreement provides Auterra with the option to acquire 100% of the propenty by
issuing 300,000 shares, paying $245,000 in cash and completing $1,000,000 worth of work staged over
§ years. The requirements for the reporting period ended February 29, 2004 were satisfied as follows:
100,000 shares were issued upon acceptance for filing by the TSX Venture Exchange, a further
100,000 shares were issued on November 30, 2003; $35,000 cash was paid to the property owuers,
and $41,713 ( net of recoveries) worth of exploration work incurred during the period. The acquisition
is subject to a NSR Royalty in favour of the vendors: 2% for base metals and a 3% for gold and silver.
Portions of these Royalties are purchasable by the Issuer for cash.

Rabbit South Property - British Columbia, Canada

By an Agreement dated January 26, 2004, Auterra was granted the sole and exclusive right and option to
acquire a 100% undivided right, title and interest in and to the Rabbit South gold-copper property, located
20 km southwest of Kamloops in British Columbia, Canada, by issuing 300,000 shares, paying
$300,000 in cash ($25,000 paid), and completing $1,500,000 worth of work staged over S years,

The Rabbit South property is a southern extension of the copper gold mineralization system at Rabbit
North and covers an additional 4000 bectares in area. Previous operators drilled a portion of the
Rabbit South system extensively and established the existence of a large body of lower grade
molybdenum mineralization.

The larger portion of the property remains relatively untested and is considered to have significant
potential for copper-gold mineralization. As on the Rabbit North property, a prominent enzyme leach
anomaly is present on the Rabbit South property and represents excellent targets for drill testing. It is
Auterra’s intention to cornmence an exploration program including drilling later this summer.
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Auterra Properties - British Colu mbia, Canada

Cairn Gold Properties

The Cairn Property consists of 4 Crown Granted Mineral Claims covering a total of 83.2 hectares in
the Toodoggone Mining District an area with a history of exploration and mining and home to both
producing and past-producing gold, silver and copper deposits including the Kemess South Mine
owned by Northgate Exploration Ltd., and the past producing Lawyers, Baker and Shasta gold deposits
located to the north of the Cairn claims. The Cairn Property is located approximately 4 ki west of the
Kemess North Gold/Copper Deposit and 8 km northwest of the Kemess South Copper/Gold Mine in
the Toodoggone Mining District of north-central British Columbia.

The Caim property contains structurally-controlled skam showings with copper, zinc and silver. Two
discovery locations on the property have been targeted for exploration and provided samples with
mineralization of up to 9.99% Cu, 245 g/t Ag, 8.8% Zn. In addition, independent samples collected
by Royal Oaks Mines Inc. during 1998 reportedly returned up to 11.85% Cu and 17.2% Zn.

Royal Oak attempted to acquire an interest in the Caim property but negotiations were terminated
when Royal Oak was unable to meet the Issuer’s terms. Northgate explorations, the successor of
Royal Oak, has also in the past attempted to acquire an interest in the Cairn. No agreement was
concluded.

During the year ended February 29, 2004, in accordance with Accounting Guideline 11 - Enterprises in

. the Development Stage, the Company was required to write down the Company’s property where no
exploration was conducted in prior 3 years. The management of the Company resoived to write down
the value of the propersties to a nominal value. This write down for accounting purposes in no way
affects Auterra’s view of future prospects for these claims. Auterra’s is monitoring exploration in the
area and is developing a plan for further exploration of these claims.

Castle Mountain Property

The Castle Mountain Copper, Silver, Lead, Zinc Property consists of 4 Crown Granted Mineral Claims
totalling approximately 83 hectares and is located in the Toodoggone Mining District approximately
1km south of the former Baker Mine. The Castle Mountain Property is located near several significant
mineral deposits including the Shasta Deposit and the Lawyers Deposit. The Castie Mountain Property
is believed to have significant potential as a polymetallic carbonate replacement (skarn) exploraton
target, as well as an industrial mineral (limestone) producer.

During the year ended February 29, 2004 the management of the Company resolved to write down the
value of the property to a nominal value.
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Anterra Properties - Cont’d

Golden Eagle Gold Property

The Golden Eagle Gold Property is a Crown Granted Mineral Claim totalling 20.9 hectares located in
the Headwater area of China Creek approximately 21 km southeast of Port Albemi on Vancouver
Island. The area contains various mineral occurrences and many past-producing gold mines. The
Golden Eagle Gold Property covers several historical and recently discovered gold bearing quartz
veins with high gold values. Based on these favourable historical and recent exploration results, the
Issuer believes that the Golden Eagle Gold Property has the potential to host a structurally controlied,
vein hosted gold deposit.

Auterra holds three additional Crown Granted Mineral Claims also located on Vancouver lsiand.
These three claim groups total 58.35 hectares and are currently in the grassroots stage of exploration.

During the year ended February 29, 2004 the management of the Company resolved to write down the
value of the property to a nominal value.

Arch Creek Platinum Palladium Property-Yukon, Canada

The AR Platinum Palladium Property consists of 61 claim units located on the eastem slopes of the
Kluane Range, in south-western Yukon. The AR Platibum Palladium Property is in the Wrangelia
Terrain which is also known as the Kluane Mafic — Ultramafic Belt, 1t is known to contain mafic-
ultramafic intrusions containing Platinum Group Elements (PGE), copper and nickel mineralization.
The Kluane Mafic-Ultramzfic Belt contains PGE mineralization such as the Wellgreen and the Linda
PGE-Ni-Cu Deposits.

In September 2000, Auterra entered into a joint venture agreement with Cabin Creek Resource
Management Inc., a private comp any. Auterra had the right to earn a 70% undivided interest in the AR
property by making cash payments to Cabin Creek totalling $185,000 over a 5 year period and issuing
100,000 common shares of the Issuer. Auterra was also responsible for funding exploration costs
totalling $250,000 over a period of § years.

During the first quarter ended May 31, 2004 the Company’s management resolved to write-off the AR
Property.
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Application of Critical Accounting Policies

Resource Properties

The Company defers the cost of acquiring, maintaining its interest, exploring and developing mineral
properties until such time as the properties are placed into production, abandoned, sold or considered to
‘be impaired in value. Costs of producing properties will be amortized on a unit of production basis and
costs of abandoned properties written-off. Proceeds received on the sale of interests in mineral
properties are credited to the carrying value of the mineral properties, with any excess included in
operations. Write-downs due to impairment in value are charged to operations.

The Company is in the process of exploring and developing its mineral properties and has not yet
determined the amount of reserves available. Management reviews the carrying value of mineral
properties on a periodic basis and will recognize impairment in value based upon curent exploration
results, the prospect of further work being carried out by the Company, the assessment of future
probability of profitable revenues from the property or from the sale of the property. Amounts shown
for properties represent costs incurred net of write-downs and recoveries, and are not intended to
represent present or future values.

Property, Plant and Equipment

Property, plant and equipment is recorded at cost less accumulated amortization. Amortization is
provided over the estimated useful life of the asset using the declining balance basis and an annual rate
as follows:

Furniture and fixtures 20%
One-half of the annual rate is used in the year of acquisition.

Stock-based compensation

Effective for fiscal years beginning on or after January 1, 2002, public companies are required to adopt
the new recommendations of the Canadian Institute of Chartered Accountants regarding accounting for
stock-based compensation. These new requirements require that all stock-based compensation
payments to non-employees and direct awards of stock to employees be accounted for using a fair
value based method of accounting. The Company adopted the revised requirements of the CICA
Handbook Section 3870 effective March 1, 2003, whereby the fair value of stock option awards to
employees and directors will be recognized as an expense.
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The following table presents audited selected financial information for the last three audited fiscal
years ended February 29, 2004, February 28, 2003 and 2002:

Year Year Year
ended ended ended
February 29, February 28, February 28,
2004 2003 2002
3 3 $

Revenue - - -
Net loss (544,385) (191,415) (231,588)
Basic and diluted loss per share (0.06) {0.02) (0.03)
Total assets 327,401 447,199 472,868

Results of Operations

Net loss for the year ended February 29, 2004 was $544,385 or $0.06 per share as compared to a loss
of $191,415 or $0.02 per share for the year ended February 28, 2003. The increase in net loss was
primarily due to $238,739 loss on write down of mineral properties to nominal vatue, and $58,716 non-
cash compensation expense representing the fair value of 1,200,000 stock option granted during the year in
accordance with new recommendations of the Canadian Institute of Chartered Accountants, and the
increase of $15,000 in consulting, $10,216 in transfer agent and fling fees, $26,616 in legal fees
corresponding with increzsed Company’s activity. In addition the Company recorded $3,313 Joss on sale
of the capital assets.

Revenues

The Company does not bave any source of revenue. The Company uses equity financing and advances
from related parties to support its operations.

Expenses

The following table identifies the changes in general and administrative expense for the years ended
February 29, 2004, February 28, 2003, and 2002:
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Expenses — Cont’d

Year Year Year
ended ended ended
February 29, February 28, February 28,
2004 2003 2002
) S 3
Accounting and audit 26,610 23,980 30,738
Increase (decrease) * 10.97 21.9% -
Amortization 1,474 2,981 4,064
Increase (decrease) * (50.55) (26.65) -
Consulting 15,000 - 1,250
Increase (decrease) * N/A N/A -
Interest 13,216 17,958 8,688
Increase (decrease) * 26.41) (106.69) -
Legal fees 73,577 46,960 88,179
Increase (decrease) * 56.68 (46.75) -
Management fees 30,000 30,000 30,000
Increase (decrease) * - - -
Office and miscellaneous 8,15] 13,354 7,234
Increase (decrease) * (38.97) 84.60 -
Rent 36,000 36,000 19,800
Increase (decrease) * - - -
Transfer agent and filing fees 18,892 8,676 7,323
Increase (decrease) * 117.75 18.48 -
Travel and promotion 22,642 10,161 19,359
Increase (decrease) * 122.83 (47.51) -

* Increase (decrease) expressed in % compared to the prior year or comparative period of the prior year
(if Jess than one year).

In addition to administrative expenditures shown in the above table, during the year ended February
29, 2004 the Company wrote-down 3238,739 (2003: $Nil), of resource property costs, recorded $3,313
loss on sale of capital assets, recorded $58,716 non-cash compensation representing fair value of
1,200,000 share purchase options issued by the Company during the year and accrued $662 (2003:
$613) in interest on the fong-term debt.

Summary of Quarterly Results

The following table presents dited selected dited financial information for each of the last
eight quarters ended February 29, 2004:
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Year ended February 29, 2004 Year ended February 28 , 2003
Ql Q2 Q3 Q4 Ql Q2 Q3 Q4
$ $ $ 3 $ 3 s S
Revenue - - - - - - - N
Net loss (35,284) | (56,350) | (278,906) | (173,845) (43,177) | (37,566) | (24,772){ (85,900
Basic/diluted
loss per share (0.01) (0.01) 0.02) (0.02) (0.01) (0.0D) {0.01) 0.02)

Liquidity and Capital Resources
At February 29, 2004, the Company had a working capital deficiency of $371,823 (2003: $439,272).

Management anticipates the raising of additional funding through sale of its securities to enable the
Company to fund ongoing operations. The accompanying financial statements have been prepared on
the basis of Canadian generally accepted accounting principles applicable to a going concemn. The
appropriateness of using the going concern basis is dependent upon, among other things, future
profitable operations, and the ability to raise additional capital. Specifically, the recovery of the
Company’s investment in resource properties and related deferred costs is dependent upon the
discovery of economically recoverable resources, the ability of the Company to obtain necessary
financing to develop the properties and establish future profitable production from the properties or
from the proceeds of their disposition. If the Company were unable to continue as z going concern it is
likely that assets would be realized at amounts significantly lower than the carrying value and the
Company may not be able to satisfy all its obligations.

At February 28, 2004, the Company held cash on hand of $6,538 (2003: $228) and liabilities totalled
$470,880 (2003: $527,009).

Related Party Transactions

The Company was charged the following amounts by directors or officers of the Company or by
companies with directors or officers in common:

Year ended February 28,
2004 2003 2002
Consulting fees $ 15,000 $ - $ -
Interest 11,702 12,071 6,643
Management fees 30,000 30,000 30,000

8 56,702 $  42,0m1 § 36,643

These charges were measured by the exchange amount, which is the amount agreed upon by the
transacting parties. The Chief Financial Officer of the Company is also the Chief Financial Officer of
Ballad Gold & Silver Ltd., the optionee of the Company's Rabbit North properties.
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Risks and Uncertainties

Auterra plans to continue to raise additional capital through the exercise of stock options and warrants,
and issuing new share capital through equity financing. The Company’s ability to raise additional
capital will depend upon the progress of new acquisitions, subsequent development of resource
properties and the strength of the resource equity markets, which are uncertain. There can be no
assurance that additional capital will be available. The Company is in the process of developing plans
to raise capital.

Forward-Looking Statements

Except for historical information, “This Management’s Discussion and Analysis of Financial
Condition and Operations” contains forward-looking statements which may not be based on historical
fact. Such forward-looking statements involve known and unknown risks, uncertainties and other
factors that may cause actual results, events or developments to be materially different from any future
results, events or developments expressed or implied by such forward-looking statements. Readers are
cautioned not to place undue reliance on such forward-looking statements.




