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Colossus Minerals Inc.
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(Expressed in Canadian dollars)

On July 16, 2007, the Company through its subsidiary Colossus Brazil entered into an agreement with De Mineracao Dos
Garimpeiros De Serra Pelada (“Coomigasp”), a private Brazilian entity, in which Colossus Brazil could earn an interest in
SPE, which is the company that now holds the title to the Serra Pelada Property. Colossus Brazil, however, shall not be
entitled to earn any interest to the existing waste and tailings from the historical open pit mine. The Serra Pelada Property
is located in Para State, Brazil. The Company earned an initial 51% share in SPE by spending Brazilian Reais (“R$")
R$6,000,000 on exploration and development. This 51% share was earned in April 2009, with the acknowledgement by
Coomigasp of expenditures to date on the Property by Colossus Brazil. Colossus Brazil can increase its ownership share in
SPE to 75% by spending a further R$12,000,000. As required by the agreement, Colossus Brazil has funded R$200,000 of
consulting work for Coomigasp to evaluate the potential to mine the existing waste and tailings from the historical open pit
mine. Coomigasp will continue to assume all liabilities for environmental cleanup related to the waste and tailings from the
historical open pit mine.

The Company has accounted for the acquisition of 51% of SPE as an asset acquisition and consolidated SPE in its
consolidated financial statements, including Coomigasp’s share of the net assets of SPE, as a $2,915,023 non-controlling
interest. The Company has also recorded a future income tax liability of $12,869,896 related to this investment which has
been capitalized to mining interests.

Colossus Brazil will pay Coomigasp a series of premium payments based upon the mineable gold reserve accepted and
approved by the Departmento Nacional de Producdo Mineral (‘DNPM”) of Brazil. Such premium payment ranges from a
minimum of R$40,800,000 (based on Colossus Brazil's 51% interest in SPE which is the holder of the Serra Pelada
Property) for 20 tons of mineable gold reserves to a maximum of R$817,500,000 (if Colossus Brazil holds a 75% interest in
the Serra Pelada Property) for 550 tons or greater of mineable gold reserves. Advance payments completed and future
payments to be made in accordance with the agreement are as follows:

(M R$100,000 due on execution of the Serra Pelada Agreement (paid);

(i) R$300,000 due within 10 days of certain conditions being fulfilled (paid);

(iii) R$1,600,000 due within four months of conditions in (ii) being fulfilled (paid);

(iv) R$1,600,000 due within four months of payment date for the instalment listed in (iii) being paid (paid);

v) R$3,600,000 due within eight months of payment date for the instalment listed in (iv) was scheduled for
May 2009 but has been partially deferred by mutual consent and the balance owing in the amount of
$1,441,880 is included in accrued liabilities;

(vi) R$4,000,000 due within 12 months of payment date for the instalment listed in (v) being paid;

(vii) R$13,000,000 due within 60 days after the approval by the DNPM of the Economic Benefit plan regarding
the Serra Pelada Property being granted; and

(viii) the balance resulting from the difference between the premiums calculated in accordance with tonnage
calculations listed above and advance payments of the premium outlined in (i) through (vii) shall be paid in
three annual instalments, the first of which is due one year after payment of the instalment listed in (vii)
above.

On June 28, 2007, the Company and Phoenix Gems Do Brasil Ltda. (“Phoenix”) entered into an agreement with respect to

the Company’s interest in Serra Pelada where Phoenix can earn up to a 15% net profit interest (“NPI1”) in the Company's
potential future earnings from Serra Pelada. The Company had to fund the first US$1,000,000 of work on Serra Pelada.
Thereafter, the companies each had to fund their share of work or suffer dilution of their ownership share in Serra Pelada.
The Company fulfilled its spending obligation. On August 11, 2008, the Company purchased from Phoenix this outstanding
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15% net profit interest for US $4.2 million of which US$ 2.0 million was paid at that time. The Company paid the remaining
obligation on April 29, 2009.

(b) Rio Cristalino project, Brazil
Cumulative from

the date of
inception on
Year ended Year ended February 9, 2006
July 31, 2009 July 31, 2008 to July 31, 2009
Balance, beginning of period $239,542 $- $-
Consulting 29,955 114,542 144,497
Property taxes 147,440 - 147,440
Acquisition - 125,000 125,000
Total $416,937 $239,542 $416,937

On November 5, 2007, the Company acquired the Rio Cristalino molybdenum property (Note 4).

Abandoned Properties

(c) Natividade project, Brazil
Cumulative from

Year ended Year ended the date of inception on
July 31, July 31, February 9, 2006 to July
2009 2008 31, 2009

Balance, beginning of period $461,571 $200,445 $-
Property evaluation 89,052 140,440 312,614
Consulting 202,946 11,412 214,358
Option payments - 107,044 192,675
Legal services - 2,230 33,922
Sub-total 753,569 261,126 753,569
Write-down of mining interest (753,569) - (753,569)
Total $- $461,571 $-

The Company recently terminated its option agreement relating to the Natividade Property due to the suspension of
exploration works on the property. Exploration works were suspended due to a force majeure situation whereby
environmental and archaeological authorities in Brazil applied penalties and embargoes in respect of the work being carried
out on the property. The Company has argued against the jurisdiction of such authorities to levy penalties and embargoes
(the amount of which, in the aggregate is not considered by the Company to be material). All costs associated with this
property were written off in the year ended July 31, 2009.
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(d) Sumidouro project, Brazil
Cumulative from

the date of

inception on
Year ended Year ended February 9, 2006 to

July 31, 2009 July 31, 2008 July 31, 2009
Balance, beginning of period $1,502,772 $901,884 $-
Property evaluation - 306,880 596,280
Option payments - 31,719 136,963
Consulting 207,400 137,358 584,301
Legal services 25,494 32,018 202,200
Mobilization 2,501 60,145 151,777
Assays - 32,768 66,646
Sub-total 1,738,167 1,502,772 1,738,167
Write-down of mining interest (1,738,167) - (1,738,167)
Total $- $1,502,772 $-

On January 6, 2009, the Company announced it was not proceeding with the Sumidouro property. All costs associated
with this property were written off in the period ended January 31, 2009.

(e) Tapajos project, Brazil

Cumulative from

the date of
inception on
February 9,
2006 to July
31, 2009
Balance, beginning of period $-
Consulting 16,626
Legal services 56,145
Mobilization 33,375
Other projects 1,914
Sub-total 108,060
Write-down of mining interest (108,060)
Total $-

The Company evaluated the Tapajos project and wrote off the expenditures in the year ended July 31, 2007 due to poor
exploration results.
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7. Share capital
(a) Authorized - Unlimited number of common shares
(b) Common shares issued
Number of Stated

common shares value
Balance, February 9, 2006 (date of inception) 1 $1
Private placement (i) 9,000,000 539,999
Share issued for services rendered (ii) 1,250,000 75,000
Balance, July 31, 2006 10,250,001 615,000
Private placement (iii) 3,785,000 757,000
Warrants valuation-private placement (jii) - (586,675)
Private placement (iv) 5,738,000 2,295,200
Warrants valuation-private placement (iv) - (314,970)
Private placement agent’s commission (iv) 206,387 82,555
Warrants valuation-agent’s commission (iv) - (11,455)
Shares issuance costs - (485,507)
Balance, July 31, 2007 19,979,388 2,351,148
Shares issued (iv) 500,000 200,000
Warrants valuation-private placement (iv) - (32,000)
Shares issued to Maple Minerals (Note 4) 125,000 125,000
Shares issued-private placement (v) 1,645,000 1,645,000
Warrants valuation-private placement (v) - (263,200)
Shares issued-Initial Public Offering (vi) 17,200,000 21,500,000
Warrants valuation-Initial Public Offering (vi) - (3,212,380)
Shares issued-IPO underwriters option (Vi) 2,580,000 3,225,000
Warrants valuation-IPO underwriters option (vi) - (485,040)
Employee options exercised 230,000 76,250
Valuation of employee options exercised - 57,435
Broker warrants exercised 25,000 16,500
Warrants exercised 110,800 161,509
Share issuance costs - (2,243,677)
Balance, July 31, 2008 42,395,188 23,121,545
Shares issued- Public Offering (vii) 11,500,000 24,725,000
Warrants valuation- Public Offering (vii) - (2,725,487)
Share issuance costs (vii) - (2,422,001)
Broker units exercised 1,235,005 1,394,644
Warrants exercised 2,158,995 2,142,291
Shares issued to Phoenix Gems (Note 6(a)) 378,100 540,910
Employee options exercised 55,000 41,690
Balance, July 31, 2009 57,722,288 $46,818,592
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(i) During the 2006 fiscal year, the Corporation closed a non-brokered private placement of 9,000,000 common shares at a
price of $0.06 per common share for aggregate proceeds of $539,999.

(ii) During the 2006 fiscal year, a total of 1,250,000 common shares were issued to three officers and shareholders of the
Company for property evaluation services rendered, which was capitalized in mining interest, at the amount of $75,000.
This was a related party transaction. This transaction was in the normal course of operations and was measured at the
exchange value (the amount established and agreed to by the related parties), which approximates the arm's length
equivalent value.

(iii) On December 14, 2006, the Company closed a private placement with a total of 3,785,000 units being issued at a price
of $0.20 per unit for total gross proceeds of $757,000. Each unit consisted of one common share and one common share
purchase warrant entitling the holder to purchase an additional common share at a price of $0.40, expiring in 5 years.

The warrants had an estimated fair value of $586,675 which was estimated using the Black-Scholes option pricing model
based on the following assumptions: dividend yield - 0%; expected volatility - 120%; risk-free interest rate — 3.91%; and
expected life - 5 years.

(iv) On July 7, 2007, the Company closed a private placement with a total of 6,238,000 units being issued at a price of
$0.40 per unit for total gross proceeds of $2,495,200. Each unit comprised of one common share and one half of one
common share purchase warrant. Each whole warrant is exercisable for one common share at a price of $0.55 and expires
in two years following the Company’s going public date, which is February 13, 2010.

Of the 6,238,000 units being issued, 500,000 had not been issued as at July 31, 2007 pending receipt of payment. During
the year ended July 31, 2008, the payment was received and the shares were issued. Share capital reflects receipts of
$2,295,000 before July 31, 2007 and receipts of $200,000 after July 31, 2007.

The Company’s management has determined that the warrants had an estimated fair value of $346,970 of which $314,970
was included in share capital at July 31, 2007 and $32,000 was included in share capital at July 31, 2008.

Share issuance costs for the private placement amounted to $485,507. These costs comprised $342,994 of agent fees,
commissions and costs, and $142,513 of placement costs including legal and other fees.

Agent commission of $126,615 was paid in cash. Agent commission of $82,555 was paid by the issue of 206,387 units at
$0.40. Each unit comprised one common share and one half of one common share purchase warrant. Each whole warrant
is exercisable for one common share at a price of $0.55 and expires in two years following the Company’s going public
date, which is February 13, 2010. The Company’s management has determined that the warrants had an estimated value
of $11,455.

The agent charged a corporate finance fee of $30,000 related to the private placement.

The agent received a finder’s fee of 353,300 agent options on June 25, 2007 and 68,750 agent options on July 6, 2007. A
further 100,875 agent options were issued in 2009. Each agent option comprised one common share and one-half of one
agent warrant. The options were exercisable at a price of $0.40 and each agent warrant was exercisable at a price of $0.55
per share. The agent options and agent warrant portions were fully exercised during the year ended July 31, 2009.

The fair value of the agent options were estimated using the Black-Scholes option pricing model based on the following
assumptions: dividend yield — 0%; expected volatility — 118%; risk-free interest rate — 4.64% to 4.72%; and expected life — 2
years. As a result, the fair value of the agent options was estimated as $86,912 and $16,912, respectively and charged to
contributed surplus.

(v) On November 7, 2007, the Company closed a private placement with a total of 1,645,000 units issued at a price of
$1.00 per unit for total gross proceeds of $1,645,000. Each unit consists of one common share and one half of one
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common share purchase warrant. Each whole warrant is exercisable for one common share at a price of $1.50 and expires
in two years following the Company’s going public date, which is February 13, 2010.

The Company’s management has determined that the warrants had an estimated fair value of $263,200.

(vi) On February 13, 2008 the Company closed its initial public offering ("IPO") of 17.2 million units at an offering price of
$1.25 per unit, for total gross proceeds of $21.5 million. Each unit is comprised of one common share and one half of one
common share purchase warrant. Each whole warrant entitles the holder thereof to acquire one common share in the
capital of the Company at an exercise price of $2.00 expiring thirty-six months following issuance. On February 25, 2008
the Company closed the underwriter over-allotment option of 2,580,000 additional units, increasing the gross proceeds of
the offering to $24.7 million. Issue costs of $1.9 million related to the IPO and over-allotment are comprised of 6% agent's
cash commission of $1.5 million and other issue expense of $0.4 million. In addition to cash commission the broker
received the option to purchase 1,186,800 broker units on February 13, 2008. These units are exercisable at a price of
$1.25 for a period of two years after the closing date. Each broker unit comprised one common share and one half of one
broker warrant; and each broker warrant is exercisable into one additional share at a price of $2.00 per share until February
13, 2010.

The Company’s management has determined that the warrants had an estimated fair value of $3,697,420.

The Company’'s management has determined that the broker units have an estimated fair value of $319,249, using the
Black-Scholes option pricing model based on the following assumptions: dividend yield — 0%; expected volatility — 50%;
risk-free interest rate — 4.5%; and expected life — 1 year. This value was charged to contributed surplus.

(vii) On March 10, 2009 the Company closed a bought deal private placement of 11.5 million units at an offering price of
$2.15 per unit, for total gross proceeds of $24.7 million. Each unit is comprised of one common share and one half of one
common share purchase warrant. Each whole warrant entitles the holder thereof to acquire one common share in the
capital of the Company at an exercise price of $2.70 expiring twenty-four months following issuance. The Company has
the right to force conversion of the warrants in the event the daily closing share price exceeds $3.75 for twenty consecutive
trading days.

Issue costs of $2.4 million related to the financing is comprised of a 6% agent cash commission of $1.5 million and other
expenses of $0.3 million. In addition to the cash commission, the broker received the option to purchase 690,000 broker
units on March 10, 2009. These units are exercisable at a price of $2.15 for a period of two years after the closing date.
Each broker unit is comprised of one common share and one half of one broker warrant. Each whole broker warrant is
exercisable into one additional share at a price of $2.70 per share until March 10, 2011.

The Company’s management has determined that the warrants had an estimated fair value of $2,725,487. This value is
based on a proportionate share of proceeds received, with the gross warrant value determined using the Black-Scholes
option pricing model.

The Company’s management has determined that the broker units had an estimated fair value of $585,810, using the

Black-Scholes option pricing model based on the following assumptions: dividend yield — 0%; expected volatility — 85%;
risk-free interest rate — 1.15%; and expected life — 1.5 years. This value was charged to contributed surplus.
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(c) Basic and diluted loss per share

The following table sets forth the computation of basic and diluted loss per share:

Year ended Year ended
July 31, 2009 July 31, 2008
Numerator:
Net loss and comprehensive loss for the period $(5,421,038) $(2,318,505)
Numerator for basic and diluted
loss per share $(5,421,038) $(2,318,505)
Denominator:
Weighted average number of common shares 48,289,466 30,965,373
Denominator for basic loss per share 48,289,466 30,965,373
Effect of dilutive securities:
Stock options (i) - -
Share purchase warrants (i) - -
Denominator for diluted loss per share 48,289,466 30,965,373
Basic and diluted loss per share $(0.11) $(0.07)

(i) The stock options and share purchase warrants were not included in the computation of diluted loss per share as
their inclusion would be anti-dilutive.

8. Stock options, broker units, warrants and contributed surplus
Stock option plan

The Company maintains a Stock Option Plan implemented in 2006 under which the Board of Directors may from time to
time grant to employees, officers, directors of, or consultants to, the Company, options to acquire common shares in such
numbers, for such terms and at such prices as may be determined by the Board of Directors.

The stock option plan provides that the maximum number of common shares in the capital of the Company that may be
reserved for issuance for all purposes under the stock option plan shall be equal to 10% of the total issued and outstanding
common shares and that the maximum number of common shares which may be reserved for issuance to any one
optionee pursuant to share options may not exceed 5% of the common shares outstanding at the time of grant.

These options are valid for a maximum of 10 years from the date of issue. Vesting terms and conditions are determined by

the Board of Directors at the time of the grant. The exercise price of each option equals the market price prevailing at the
date of grant.
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(@) Stock options

The following summarizes the stock options that have been granted, exercised, cancelled, or expired during the years
ended July 31, 2009 and 2008:

July 31, 2009 July 31, 2008
Number of Weighted Average Number of Weighted Average
Stock Exercise Stock Exercise
Options Price ($) Options Price (%)
Opening balance 2,690,000 0.98 1,775,000 0.31
Issued 1,375,000 1.12 1,470,000 1.56
Exercised (55,000) 0.41 (230,000) 0.33
Cancelled (445,000) 1.66 (325,000) 0.39
Ending balance 3,565,000 0.96 2,690,000 0.98
Options exercisable
at period end 2,905,000 0.94 1,692,500 0.57

The weighted average fair value of options granted during the year was $0.75 (2008 - $0.52).

As of July 31, 2009, the following stock options were outstanding and exercisable:

Options Qutstanding Options Exercisable

Weighted
average Weighted Weighted
remaining  Average Number of Average
Number of  contractual Exercise options Exercise
Expiry date options life (years)  Price ($) Price ($)
(i) Dec 15,2011 750,000 2.38 0.25 750,000 0.25
(i) Jun 29, 2012 425,000 2.92 0.40 425,000 0.40
(i) Sep 7,2012 160,000 3.11 1.00 160,000 1.00
(iv) Dec 10, 2012 100,000 3.36 1.00 100,000 1.00
(v) Feb7,2013 25,000 3.53 0.40 25,000 0.40
(vi) Feb 19, 2013 200,000 3.56 1.56 200,000 1.56
(viiy Feb 25,2013 405,000 3.58 1.70 405,000 1.70
(viii) Mar 10, 2013 150,000 3.61 1.94 150,000 1.94
(ix) Sep 8, 2013 270,000 411 2.39 202,500 2.39
(x) Dec 10, 2013 880,000 4.36 0.48 437,500 0.48
(xi) Apr2,2013 200,000 3.67 2.10 50,000 2.10

3,565,000 3.46 0.96 2,905,000 0.94
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The following summarizes the Black Scholes valuation of each stock option granted:

Black-Scholes Assumptions

Vesting Interest Expected Black

Expiry Strike Period  Volatility  Free Life Scholes Recognized Unrecognized

Date Price $ (months) % Rate % (months) Valuation$ 2009 $ 2008 $ Valuation $

Jun 2011 $0.15 12 120 3.91 60 12,600 nil 992 nil
(i) Dec 2011 $0.25 12 120 3.91 60 151,700 nil 20,543 nil
(i) Jun 2012 $0.40 12 135 4.63 60 264,750 nil 213,884 nil
(i) Sep 2012 $1.00 12 136 4.20 60 76,845 1,386 72,494 nil
(iv) Dec 2012 $1.00 12 136 4.20 60 32,700 2,945 29,755 nil
(v) Feb 2013 $0.40 12 85 3.50 36 5,625 1,294 4,331 nil
(vi) Feb 2013 $1.56 12 85 3.50 36 263,100 63,696 192,726 nil
(vii) Feb 2013  $1.70 12 85 3.50 36 439,300 124,345 313,590 nil
(viii) Mar 2013 $1.94 12 85 3.50 36 163,500 53,585 109,915 nil

May 2013  $2.05 12 85 3.50 36 218,000 33,306 75,694 nil
(ix) Sep 2013 $2.39 12 85 3.10 60 473,860 455,817 nil 18,043
(x) Dec 2013 $0.48 12 85 3.00 60 290,280 258,027 nil 32,253
(xi) Apr2013 $2.10 18 85 1.15 60 263,600 122,037 nil 141,563

All options vest equally at 25% of the grant over the vesting period, except the June 2011 expiry options, which vested
equally at 33% in four, eight and twelve months. In all cases the expected dividend yield was $nil.

(b)  Broker Units

July 31, 2009 July 31, 2008
Weighted Average Weighted Average
Number of Exercise Number of Exercise
Units Price ($) Units Price ($)
Opening balance 1,608,850 1.03 422,050 0.40
Issued 790,875 1.93 1,186,800 1.25
Exercised (1,235,005) 0.89 - -
Cancelled - - - -
Expired - - - -
Closing balance 1,164,720 1.78 1,608,850 1.03

In 2007, the Company issued 422,050 broker units as indicated in Note 7(b)(vi).
In 2008, the Company issued 1,186,800 broker units as indicated in Note 7(b)(vi).

In 2009, the Company issued 690,000 broker units as indicated in Note 7(b)(vii) and 100,875 broker units as indicated in
Note 7 (b)(vi).
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As of July 31, 2009, the following broker units were outstanding and exercisable:

Broker Units Qutstanding

Broker Units Exercisable

Weighted
average Weighted Weighted
remaining Average Average
Number of contractual life Exercise Number of Exercise
Expiry date broker units (years) Price ($) broker units Price ($)
February 13, 2010 474,720 0.54 1.25 474,720 1.25
March 10, 2011 690,000 1.90 2.15 690,000 2.15
1,164,720 1.18 1.78 1,164,720 1.78

Each broker unit is comprised of one common share and one half of one common share purchase warrant.

(c) Warrants

The following summarizes warrants that have been issued and exercised during the period:

July 31, 2009 July 31, 2008
Weighted Average Weighted Average
Number of Exercise Number of Exercise
Warrants Price ($) Warrants Price ($)
Opening balance 17,583,893 1.37 6,757,193 0.47
Issued 6,367,502 2.57 10,962,500 191
Exercised (2,158,995) 0.83 (135,800) 1.10
Closing balance 21,792,400 1.78 17,583,893 1.37
Weighted Average Black-
Number of Exercise Scholes
Warrants Price ($) Value ($)
Opening balance 17,583,893 1.37 4,876,936
Issued 6,367,502 2.57 2,725,487
Exercised (2,158,995) 0.83 (353,051)
Balance July 31, 2009 21,792,400 1.78 7,249,372
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At July 31, 2009 the following warrants were outstanding. The warrants entitle the holders to purchase the stated number of
common shares at the exercise price on or before the expiry date:

Black-

Expiry Number of Exercise Scholes

Date Warrants Price (%) Value ($)
February 13, 2010 2,411,500 0.55 269,249
February 13, 2010 710,000 1.50 227,200
February 13, 2011 10,134,650 2.00 3,678,161
December 6, 2011 3,028,750 0.40 465,675
March 10, 2011 5,507,500 2.70 2,609,087
21,792,400 7,249,372

(d) Contributed surplus

Balance July 31, 2006 $-
Stock-based compensation 188,729
Finder's fees (Note 8(b)(iii)) 103,824
Balance July 31, 2007 292,553
Stock-based compensation 1,033,924
Stock options exercised (57,435)
Brokers units (Note 7(b)(vi)) 319,249
Balance July 31, 2008 1,588,291
Stock-based compensation charged mining interests 274,766
Stock-based compensation expensed 841,673
Stock options and broker units exercised (314,664)
Broker units (Note 7(b)(vii)) 585,810
Balance July 31, 2009 $2,975,876
9. Related party transactions

The Company entered into the following transactions with related parties during the period:

(i) The Company has entered into an employment agreement with the Chief Executive Officer (“CEQ”). During the fiscal
year, an amount of $180,000 (2008 — $103,000) was charged to wages and salaries.

(il) The Company paid consulting fees in the amount of $180,000 (2008 - $254,269) to a company owned by an Officer and
director of the Company. As at July 31, 2009 a balance of $ nil (2008-$49,039) is due to this company and included in
accounts payable and accrued liabilities.

(iii) The Company paid consulting fees in the amount of $150,000 (2008 - $108,700) which were capitalized in mining

interests or expensed to operations, as appropriate, to a company whose owner was appointed the Vice-President of
Exploration of the Company on December 15, 2006. As at July 31, 2009 a balance of $32,830 (2008-$18,673) is due to
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this company and included in accounts payable and accrued liabilities.

0] The Company paid consulting fees in the amount of $45,000 (2008 - $23,000) to the then Chief Financial Officer
(“CFO”). As at July 31, 2009 a balance of $nil (2008-$nil) is due to the CFO.

(i) The Company paid consulting fees in the amount of $Nil (2008 - $31,646) to a company owned by the manager of
the Brazilian subsidiary. The manager of the Brazilian subsidiary resigned on January 31, 2008.

(iii) The Company paid consulting fees in the amount of $Nil (2008 -$6,375) to a company whose owner was appointed
Vice-President and director of the Company on December 15, 2006 and resigned on December 6, 2007.

These transactions are in the normal course of operations and are measured at the exchange value being the amount
established and agreed to by the related parties, which approximates the arm's length equivalent value. Amounts due are
unsecured and non-interest bearing.

10. Income taxes

The income tax provision (recovery) differs from the amounts that would have been computed by applying the combined
Canadian federal and provincial tax rates of 33.21% for the year ended July 31, 2009 (2008 — 32.02%) to the loss before

income taxes. The reasons for the differences are primarily a result of the following:

a) Loss beforeincome taxes

Year ended Year ended

July 31, 2009 July 31, 2008

Canada/other $(3,750,689) $(1,863,681)
Brazil (1,670,349) (454,824)
$(5,421,038) $(2,318,505)

b) Reconciliation to Canadian federal and provincial statutory rate
The Company’s effective tax rate may be reconciled to pre-tax loss as follows:

2009 2008
$ % $ %
Loss before income taxes (5,421,038) (2,318,505)
Expected income tax (recovery) at statutory rate (1,800,327) (33.21) (742,285) (32.02)
Non-deductible stock-based compensation 279,520 5.16 357,634  15.43
Other permanent difference 3,174 0.06
Deferred share issue costs deducted (153,826) (6.63)
Impact of differences in tax rates 264,810 4.88
Other 5,641 0.10 22,098 0.95
Tax benefits not recognized — valuation allowance 1,247,182  23.01 516,379  22.27

Income tax expense (recovery) - - - -
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c) Sources of future income tax assets and liabilities

Differences between Canadian GAAP and statutory taxation regulations give rise to temporary differences between
the carrying value of certain assets and liabilities for financial reporting purposes and for income tax purposes.
Future income tax assets and liabilities are attributable to the following items:

2009 2008

Future taxes
Canada

Property and equipment $7,008

Loss carry-forwards 1,168,710 $588,214

Mineral properties 1,177,750

Deferred financing cost 795,546 498,516

Gross future income tax assets 3,149,014 1,086,730

Valuation allowance (3,149,014) (1,086,730)
Total future tax asset/(liability) $- $-
Brazil

Property and equipment $26,515

Loss carry-forwards 342,880

Mineral properties — Colossus Brazil 8,105,592

Mineral properties — SPE (13,386,770)

Sub-total (4,911,783)

Valuation allowance (8,474,987)
Total future tax asset/(liability) $(13,386,770)

The Company has non-capital losses in Canada of $4,030,036 available for carry forward. The losses expire as follows:

Year $

2026 13,603

2027 362,608

2028 1,256,101

2029 2,397,724
4,030,036

None of the Canadian non-capital loss carry-forwards have been included in future tax assets.
Colossus Brazil has loss carry-forwards of approximately $1.0 million which can be carried forward indefinitely. However,

only 30% of the taxable income in one year can be applied against the loss carry-forward balance. None of the Brazilian
non-capital loss carry-forwards have been recognized as future tax assets.
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11. Geographic information

The Company operates primarily in one reportable operating segment, being the exploration and development of gold
properties in Brazil. Assets are distributed on a geographic basis are as follows:

July 31, 2009 July 31, 2008
Canada $20,483,416 $16,162,155
Brazil 46,486,988 11,132,157
Total assets $66,970,404 $27,294,312

12. Capital management

The Company considers its capital structure to consist of share capital, warrants, contributed surplus and accumulated
deficit. The Company manages its capital structure and makes adjustments to it, based on the funds available to the
Company, in order to support the acquisition, exploration and development of properties for valuable minerals. The Board
of Directors does not establish quantitative return on capital criteria for management, but rather relies on the expertise of
the Company's management to sustain future development of the business. As at July 31, 2009, total shareholders’ equity
(managed capital) was $48,644,945 (July 31, 2008 - $26,608,915).

The properties in which the Company currently has an interest are in the exploration stage and as such the Company is
dependent on external financing to fund its activities. In order to carry out the planned exploration and pay for
administrative costs, the Company will spend its existing working capital and raise additional amounts as needed. In some
circumstances, the Company may enter into joint venture agreements whereby, a third party earns an interest in a specific
property by incurring an agreed amount of exploration expenditures. The Company will continue to assess new properties
and seek to acquire an interest in additional properties if it feels there is sufficient geological or economic potential and if it
has adequate financial resources to do so.

Management reviews its capital management approach on an ongoing basis and believes that this approach, given the
relative size of the Company, is reasonable. There were no changes in the Company's approach to capital management as
at July 31, 2009. The Company is not subject to externally imposed capital requirements.

13. Risks factors affecting financial instruments

The Company’s active mineral properties are the Serra Pelada and the Rio Cristalino Properties (the "Properties"). Unless
the Company acquires or develops additional mineral properties, the Company will be mainly dependent upon its existing
Properties. If no additional mineral properties are acquired by the Company, any adverse development affecting the
Company's Properties would have a material adverse effect on the Company’s financial condition and results of operations.

Other risk factors and the impact on the Company's financial instruments are summarized below:

Credit risk

Credit risk is the risk of loss associated with the inability of a counterparty to fulfill its payment obligations. The Company's
credit risk is primarily attributable to cash and accounts receivable. Cash consists of cash and cash equivalents with
reputable financial institutions. Financial instruments included in accounts receivable consist of sales tax receivables from
government authorities in Canada and deposits held with suppliers. Management believes that credit risk with respect to
financial instruments included in cash and accounts receivable is low.
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Liquidity risk

The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities when
they come due. As at July 31, 2009, the Company had a cash balance of $24,565,503 (July 31, 2008 - $16,702,933) to
settle current liabilities of $2,023,666 (July 31, 2008 - $685,397). Most of the Company's financial liabilities have contractual
maturities of less than 30 days and are subject to normal trade terms except for the balance due on the Coomigasp
advance payment of $1.4 million deferred by mutual consent.

Interest rate risk

The Company has cash balances and does not have any interest-bearing debt. The Company's current policy is to invest
excess cash in investment-grade short-term deposit certificates issued by banks. The Company periodically monitors the
investments it makes and is satisfied with the credit ratings of its investments.

Foreign currency risk

The Company's functional currency is the Canadian dollar and the majority of the Company’s cash is held in Canadian
dollars. The majority of the Company’s transactions are denominated in Brazilian Reais and US dollars. The Company
converts Canadian dollars to foreign currencies as needed at market rates.

Commodity price risk

The Company may be exposed to price risk with respect to commaodity prices in the future. Commodity price risk is defined
as the potential adverse future impact on earnings and economic value due to commodity price movements and volatilities.
The Company closely monitors commodity prices as it relates to valuable minerals to determine the appropriate course of
action to be taken by the Company. The ability of the Company to develop its properties and the future profitability of the
Company is directly related to the market price of gold, platinum, palladium and certain other metals.

Fair value

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 values for accounts receivable and prepaid expenses and accounts payable and accrued liabilities on the
balance sheet approximate fair value because of the limited term of these instruments.

Sensitivity analysis

The Company has, for accounting purposes, designated its cash and cash equivalents as held-for-trading, which are
measured at fair value. Receivables and prepaid expenses are classified as loans and receivables, which are measured at
amortized cost. Accounts payable and accrued liabilities are classified as other financial liabilities which are measured at
amortized cost. As at July 31, 2009, the carrying and fair value amounts of the Company’s financial instruments are not
materially different. Based on management's knowledge and experience of the financial markets, the Company believes
the following movements are "reasonably possible" over a twelve month period:

(i) The Company holds most of its cash in low risk, secure Canadian dollar investments at Canadian banks including
Government of Canada treasury bills. The Company also holds cash in Brazil, in interest bearing bank accounts.
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Effect of 1%

Currency of July 31,2009 Exchange Rate  Exchange Rate % Change Change
Cash Holding Cash July 31, 2009 July 31, 2008 Exchange Rate In Exchange

Rate
Canadian dollar $ 20,405,693 1.00 1.00 - $ -
Brazilian real 4,159,810 1.73 1.82 (5)% +/-$ 42,000
US dollar - 0.93 0.84 11%

Australian dollar

- 1.11 1.14 (3)%
Cash on Balance Sheet $ 24,565,503

(i) Commodity price risk could adversely affect the Company. In particular, the Company’s future profitability and viability
from mineral exploration depends upon the world market price of valuable minerals. Commodity prices have fluctuated
significantly in recent years. There is no assurance that, even as commercial quantities of valuable minerals may be
produced in the future, a profitable market will exist for them.

As of July 31, 2009, the Company is not a producer of valuable minerals. As a result, commaodity price risk may affect the
completion of future equity transactions such as equity offerings and the exercise of stock options and warrants. This may
also affect the Company's liquidity and its ability to meet its ongoing obligations.

(i) The Company has a foreign currency denominated future income tax liability. A 10% movement in the foreign
exchange rate could impact the financial statements by approximately $1.3 million.

14. Comparative amounts

Certain comparative figures have been reclassified to conform with the current year financial statement presentation.

15. Commitments

The Company has no financial commitments at this time other than as disclosed in these financial statements.

16. Subsequent events

(1) Subsequent to the year end on September 30, 2009, the Company entered into a bought deal agreement with
a group of underwriters for the sale of 11 million common shares for gross proceeds of $63.3 million. The
underwriter group has an option to purchase a further 1.5 million shares for additional gross proceeds of $8.6
million. The offering is expected to close on or about October 22, 2009.

(i) In October 2009, the Company signed a five year lease for new premises in Toronto. Base annual rent will be
$104,000 for years one and two and $108,000 annually thereafter to the end of the lease. The Company will
be responsible for assessed common area operating costs and taxes.

(iii) As of the close of business on October 13, 2009, the Company had 5,123,200 warrants outstanding that are
exercisable at $2.70 per common share. Pursuant to the terms of the warrants, if the daily closing share price
exceeds $3.75 for twenty consecutive trading days, the Company has the option to accelerate the expiry date
to be 30 days following the date of notice to the warrant holders. As of the close of business on October 13,
2009 the trading price condition has been met but no notice has been provided to the warrant holders.
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