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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)
CONSOLIDATED BALANCE SHEETS
(Expressed in Canadian Dollars)

October 31, April 30,
2007 2007
(Unaudited) (Audited)
ASSETS
Current
Cash and cash equivalents $ 6,940,081 $ 665,290
Receivables 110,752 100,410
Prepaid expenses and deposits 1,395,748 452,718
Total current assets 8,446,581 1,218,418
Investment in Petaquilla Copper Ltd. (Note 4 and 13) 7,711,930 1,807,000
Amount receivable from Petaquilla Copper Ltd. (Note 13) - 4,582,937
Property and equipment 12,064,991 5,343,147
Mineral properties(Note 3) 45,857,044 31,236,455
Restricted cash (Note 5) 267,475 1,188,026
Total assets $ 74348021 $ 45,375,983
LIABILITIESAND SHAREHOLDERS EQUITY
Current
Accounts payable and accrued liabilities $ 5612563 $ 4,951,297
Amount payable to Petaquilla Copper Ltd. (Note 13) 5,110,662 -
Current portion of long term debt (Note 7) 405,861 487,882
Current portion of obligations under capital leases (Note 8) 2,525,723 -
Total current liabilities 13,654,809 5,439,179
Prepaid services and materialsto be provided to Petaquilla Copper Ltd. (Note 6) 4,368,133 -
Asset retirement obligations (Note 17) 4,568,500 4,400,000
Long term debt (Note 7) 394,361 699,185
Obligations under capital leases (Note 8) 5,382,902 -
Total liabilities _ 28368705 __ 10,538,364
Shareholders equity
Capital stock (Note 9)
Authorized
Unlimited common shares and preferred shares without par value (Note 9)
Issued and outstanding
93,898,307 (April 30, 2007 — 89,876,951) common shares 112,522,636 101,482,015
Shares subscribed - 150,000
Contributed surplus (Note 9) 15,634,260 12,893,667
Deficit (82,010,599) (79,521,082)
46,146,297 35,004,600
Treasury stock, at cost (Note 12)
Repurchased, not cancelled
44,200 (April 30, 2007 — 44,200) common shares (166,981) (166,981)
Total shareholders equity 45,979,31 __ 34,837,619
Total liabilities and shareholders equity $ 74348021 $ 45,375,983

Commitments and contingencies (Note 3, 12 and 15)

The accompanying notes are an integral part of these consolidated financial statements.
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PETAQUILLA MINERALSLTD.
(An Exploration Stage Company)

INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT

(Expressed in Canadian Dollars)
(Unaudited — Prepared by Management)

Three Months  Three Months Six Months Six Months
Ended Ended Ended Ended
October 31, October 31, October 31, October 31,
2007 2006 2007 2006
EXPENSES
Accounting and legal $ 366038 $ 74898 $ 557,138 $ 246,691
Accretion of asset retirement obligation 84,250 - 168,500 -
Amortization 350,254 121,675 787,387 187,363
Consulting fees 170,168 41,129 467,087 179,948
Filing fees 28,214 12,996 50,909 44,883
Investor relations and shareholder information 256,445 131,380 460,986 459,201
Office administration 1,176,006 215,423 1,804,693 443,929
Rent 69,400 13,971 114,096 22,293
Resource property costs - (10,608) - (5,937)
Stock-based compensation (Notes 8 & 9) 2,195,689 7,587,896 4,304,693 8,849,884
Travel 239,921 538,471 501,484 822,739
Wages and benefits 509,705 479,837 1,002,674 1,060,725
Total expenses (5,446,090) (9,207,068) (10,219,647) (12,311,719)
OTHER INCOME (EXPENSE)
Foreign exchange gain (10ss) 1,840,587 (74,839) 1,365,387 3,290
Interest income and amortization of discount on 30,120 44,223 58,187 83,448
Asset usage fees 205,629 - 401,626 -
Loss from equity investment (1,303,442) - (2,565,199) -
Gain on dilution of equity investment 8,107,807 - 8,470,129 -
Total other income (expenses) 8,880,701 (30,616) 7,730,130 86,738
Net income (loss) for the period 3,434,611 (9,237,684) (2,489,517) (12,224,981)
Deficit, beginning of period (85,445,210)  (55,446,017) (79,521,082) (52,458,720)
Amount distributed to Petaquilla Copper Ltd. - _(5500,000) - (5,500,000)
Deficit, end of period $(82,010,599) $(70,183,701) $(82,010,599) $ (70,183,701)
Basic and diluted earnings (loss) per share $ 004 % (0.12) (0.03) (0.16)
Weighted average number of shares outstanding
- (basic) 91,617,222 80,250,338 91,381,065 75,457,650

The accompanying notes are an integral part of these consolidated financial statements.
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
(Expressed in Canadian Dollars)

(Unaudited — Prepared by Management)

Three Months Three Months Six Months Six Months
Ended Ended Ended Ended
October 31, October 31, October 31, October 31,
2007 2006 2007 2006
CASH FLOWSFROM OPERATING
ACTIVITIES
Net income (loss) for the period $ 3434611 $ (9,237,684) $ (2,489,517) $(12,224,981)
Items not affecting cash:
Accretion of asset retirement obligation 84,250 - 168,500 -
Amortization 350,254 121,675 787,387 187,363
Stock- based compensation 2,195,689 7,587,896 4,304,693 8,849,884
Foreign exchange loss (gain) on restricted cash (3,030) 11,932 57,325 3,664
Loss from equity investment 1,303,442 - 2,565,199 -
Gain on dilution of equity investment (8,107,807) - (8,470,129) -
Changes in non-cash working capital items:
(Increase) decrease in receivables 38,803 1,879 (10,342) (6,863)
(Increase) decrease in prepaid expenses 306,752 (39,549) (943,030) (151,736)
(Decrease) increase in accounts payable and
accrued liabilities 1,191,206 94,096 661,266 533,283
Net cash used in operating activities 794,170 (1,459,755) (3,368,648) (2,809,386)
CASH FLOWSFROM FINANCINGACTIVITIES
Proceeds from issuance of capital stock 6,843,058 28,613,682 9,730,214 30,705,100
Proceeds from shares subscribed - - (150,000) -
Share issuance costs (223,125) (1,625,033) (253,693) (1,625,033)
Proceeds from capital leases 1,504,166 - 8,201,425 -
Payment of capital leases (292,800) - (292,800) -
Proceeds from long term debt - 130,826 - 156,105
Repayment of long term debt (204,222) - (386,845) -
Net cash provided by financing activities 7,627,077 27,119,475 16,848,301 29,236,172
CASH FLOWSFROM INVESTING ACTIVITIES
Acquisition of property and equipment (2,443,633) 96,974 (8,720,040) (541,020)
Investment in mineral properties (8,346,336) (8,551,955) (13,409,780) (11,916,715)
Advances (to) from Petaquilla Copper Ltd. 5,751,650 (663,399) 14,061,732 (663,399)
Redemption (purchase) of performance bond and
restricted cash 863,226 - 863,226 (793,358)
Net cash used in investing activities (4.175,093) (9.118,380) (7.204.862) (13,914,492)
Changein cash and cash equivalents 4,246,154 16,541,340 6,274,791 12,512,294
Cash and cash equivalents, beginning of period 2,693,927 2,217,770 665,290 6,246,816
Cash and cash equivalents, end of period $ 6,940,081 $ 18,759,110 $ 6,940,081 $ 18,759,110

Supplementary cash flow infor mation (Note 18)

The accompanying notes are an integral part of these consolidated financia statements.
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTESTO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

1 NATURE OF OPERATIONS AND GOING CONCERN UNCERTAINTY

The Company was incorporated in the Province of British Columbiaand isin process of exploringitsresource properties
and has not yet determined whether these properties contain reserves that are economically recoverable. The
recoverability of amounts shown for resource properties and related deferred exploration costsis dependent upon the
discovery of economically recoverablereserves, the ability of the Company to dbtain necessary financing and permitting
to complete the development, and future profitable productions or proceeds from the disposition thereof.

These interim consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles on a going concern basis which assumes that the Company will be able to realize its assets and
dischargeitsliabilitiesin the normal course of businessfor the foreseeable future. The Company has not generated any
operating revenuesto date and has experienced recurring operating losses and accumul ated adeficit of $82,010,599 asat
October 31, 2007. Also the Company had a working capital deficiency of $5,208,228 at October 31, 2007 (April 30,
2007- working capital deficiency of $4,220,761). Thesefactorsraise substantial doubt about the Company’ sability to
continue as a going concern. The ability of the Company to continue as agoing concernisin substantial doubt and the
Company’s continued operations, as intended, are dependent upon its ability to raise additional funding to meet its
obligationsand to attain profitable operations. Management’ splanin thisregard isto rai se equity financing asrequired.
There are no assurances that the Company will be successful in achieving these goals. These interim consolidated
financial statementsdo not include any adjustmentsto the amounts and classifications of assetsand liabilitiesthat might
be necessary should the Company be unable to continue as a going concern.

The disclosuresin these interim consolidated financial statements do not conformin all aspects to the requirements of
Canadian GAAPfor annual financial statements. These statements follow the same accounting policies and methods of
their application asthe most recent annual financial statements. Theinterim consolidated financial statementsshould be
read in conjunction with the most recent annual financial statements asat April 30, 2007.

2. SIGNIFICANT ACCOUNTING POLICIES

These interim consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles. The significant accounting policies adopted by the Company are as follows:

Basis of consolidation

Theseinterim consolidated financial statementsinclude the accounts of the Company and itswholly-owned subsidiaries,
PetaguillaMinerals, S.A. (a Panama corporation), Adrian Resources (BV1) Ltd. (aBritish Virgin Island corporation),
Petagquilla Gold, S.A. (a Panama corporation), Aqua Azure S.A (a Panama corporation) along with its 51% interest in
PetaquillaPower and Water S.A. (“PPW™)(aPanama corporation). The Company proportionately consolidatesits 69%
interest in ajoint venture investment, Compania Minera Belencillo, S.A. (“Belencillo”) (a Panama corporation).

All significant inter-company transactions and balances have been eliminated upon consolidation.
Interim consolidated financial statements
These interim consolidated financial statements have been prepared in accordance with Canadian generally accepted

accounting principles. Theseinterim consolidated financial statementsdo not includein all respectstheannual disclosure
requirements of generally accepted accounting principles.



PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of estimates

The preparation of consolidated financial statements in accordance with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amount of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amount of revenues and expenses during the reporting period. Actual results could differ from these estimates.

Accounting Policy for Petaquilla Copper Ltd.

The Company owns 14.83% of the common shares of Petaquilla Copper Ltd. (“Copper”), and usesthe equity method to
account for the investment, since the two companies share common directors and management. The Company’s
proportionate share of income and expensesisrecorded with acorresponding entry made to theinvestment account. The
Company assesses whether there have been any indications of impairment and if there are and the carrying amount
would not be expected to be recovered, there would be a write-down to fair value.

Cash and cash equivalents

Cash is comprised of cash on hand and demand deposits.

Cash equivalents are short-term, highly liquid investmentswith original maturities of three monthsor lessthat are readily
convertibleto known amounts of cash and which are subject to aninsignificant risk of changeinvalue. Tolimititscredit

risk exposure in excess of federally insured amounts, the Company places its deposits with financia institutions with
high credit standing.

Property and equipment

Equipment isrecorded at cost less accumul ated amortization, which is provided on the declining balance basis at ratesas

follows:

Furniture and fixtures 20%

Office equipment 20%

Computer equipment 30%

Equipment 30%

Vehicles 30%

Computer software 50%

Leasehold improvements 5 year straight line
Buildings 4%



PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Mineral properties

Acquisition costs of mineral properties, together with direct exploration and devel opment expendituresincurred thereon,
are deferred until the property to which they relateis placed into production, sold or abandoned. The carrying val ues of
mineral properties are, where necessary, written down to the estimated recoverable amount based on undiscounted
estimated future net cash flows. Costs relating to properties abandoned are written off when the decision to abandonis
made.

The Company followsthe cost reduction method of accounting for the receipt of property option and similar payments.
Cash and other property payments received from the Company’s exploration partners are credited to the respective
property until capitalized costs are recovered; thereafter, such payments are included in income. Option payments are
exercisable at the discretion of the optionee and are only recognized when received. Management fees earned for the
management of properties are included in income.

On an annual basis, the Company reviewsthe carrying values of deferred mineral property acquisition and exploration
expenditures with a view to assessing whether there has been impairment in value. In the event that management
determines potential reservesto be insufficient to recover the carrying value of any property, the carrying value will be
written down or written off, as appropriate.

Asset retirement obligations

An asset retirement obligation isalegal obligation associated with the retirement of tangible long-lived assets that the
Company isrequired to settle. The Company recognizesthefair value of aliability for an asset retirement obligationin
the period in which it is incurred when a reasonable estimate of fair value can be made. The carrying amount of the
related long-lived asset isincreased by the same amount asthe liability. Subsequently, these capitalized asset retirement
costs will be amortized to expense over the life of the related assets using the unit-of -production method. At the end of
each period, the liability isincreased to reflect the passage of time (accretion expense) and changes in the estimated
future cash flows underlying any initial fair value measurements (additional asset retirement costs).

I mpair ment of long-lived assets

A long-lived asset is tested for recoverability whenever events or changes in circumstances indicate that its carrying
amount may not be recoverable. An impairment loss is recognized when the carrying amount of a long-lived asset
exceedsitsfair value. For purposes of recognition and measurement of animpairment loss, along-lived asset is grouped
with other assets and liabilities to form an asset group, at the lowest level for which identifiable cash flows are largely
independent of the cash flows of other assetsand liabilities. Estimates of future cash flows used to test recoverability of a
long-lived asset include only the future cash flows that are directly associated with, and that are expected to ariseasa
direct result of, its use and eventual disposition.



PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currency trandation

Integrated foreign operations are trand ated using the temporal method. Under thismethod, monetary assetsand ligbilities
aretrandated at the period-end exchange rate, non-monetary assetsand liabilitiesare trandlated at rates prevailing at the
respective transaction dates, and revenue and expenses aretrand ated at rates approximating those in effect at thetime of
the transactions. Trandlation gains and losses are reflected in operations for the period.

Foreign currency-denominated monetary accounts of the Company are translated at the period-end exchange rate.
Exchange gains and losses on trandlation are recognized as a gain or loss in the period they arise.

Loss per share

The Company usesthetreasury stock method to compute the dilutive effect of options, warrantsand similar instruments.
Under this method, the dilutive effect on loss per shareisrecognized asaresult of the use of the proceedsthat could be
obtained upon exercise of options, warrants and similar instruments. It assumes that the proceeds would be used to
purchase common shares at the average market price during the period.

Basic loss per shareis cal culated using the wei ghted average number of common shares outstanding during the period.

Stock-based compensation
The Company accounts for all stock-based payments and awards under the fair val ue based method.

Under the fair value based method, stock based payments to non-employees are measured at the fair value of the
consideration received, or the fair value of the equity instruments issued, or liabilities incurred, whichever is more
reliably measurable. The fair value of stock based payments to non-employees is periodically remeasured until
counterparty performanceiscomplete, and any changethereinisrecognized over the vesting period of theaward and in
the same manner asif the Company had paid cash instead of paying with or using equity instruments. The cost of stock-
based paymentsto non-employeesthat arefully vested and non-forfeitable at the grant date is measured and recognized
at that date. Compensation cost attributable to awards to employees is measured at fair value at the grant date and
recognized over the vesting period.

Income taxes

Future income taxes are recorded using the asset and liability method under which future tax assets and liabilities are
recognized for the future tax consequences attributabl e to differences between thefinancial statement carrying amounts
of existing assets and liabilities and their respective tax bases. Future tax assets and liabilities are measured using the
enacted or substantively enacted tax rates expected to apply when the asset isrealized or theliability settled. The effect
on future tax assets and liabilities of achangein tax ratesisrecognized in income or lossin the period that substantive
enactment or enactment occurs. To the extent that the Company does not consider it more likely than not that afuture
tax asset will be recovered, it provides a valuation allowance against the excess.

Comparative figures

Certain comparative figures have been reclassified to conform to the current period’ s presentation.



PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Changesin Accounting Policies

Effective May 1, 2007, the Company has adopted the provisions of the following new Canadian I nstitute of Chartered
Accountants (CICA) Handbook Sections:

(@

(b)

(©)

Section 3855 Financia I nstruments— Recognition and Measurement

This section describes the standards for recognizing and measuring financial assets, financial liabilitiesand non-
financial derivatives. Under the new standard, all financial instruments will be classified as one of the following:
Held-to-maturity; Loans and receivables, Held-for-trading; or Available-for-sale. Financial assets and liabilities
held-for-trading will be measured at fair value with gains and losses recognized in net income. Financial assets
held-to-maturity, loans and receivables and financial liabilities other than those held- for-trading, will be measured at
amortized cost. Available-for-sale financial instruments will be measured at fair value with unrealized gains and
losses recognized in other comprehensiveincome. The standard al so permits designation of any financial instrument
as held-for-trading on initia recognition.

Section 1530 Comprehensive Income and Section 3251 Equity

These sections describe standards for reporting and disclosing comprehensive income, its components and related
changes in equity. Comprehensive income includes net income as well as changesin equity during a period from
transactions and events from non-owner sources, such as unrealized gains or |osses on avail able for-sale financial
instruments. Adopting this standard has no impact on the Company’s financial statements for the period ended
October 31, 2007.

Section 3861 Financia Instruments — Disclosure and Presentation

The Company's financial instruments include cash and cash equivalents, receivables, and accounts payable and
accrued liabilitiesand long-term debt. Upon adoption of these new standards, the Company designatesits cash and
cash equivalents as held-for-trading, its receivable, as receivables, and its account payable and accrued liabilities
and long-term debt as other financial liabilities. The fair values of these financial instruments approximate their
carrying values because of their short term nature. The Company had no held-to-maturity financial assets for the
period ended October 31, 2007. In management's opinion the Company is not exposed to significant interest rate,
currency exchange rate or credit risk arising from these financial instruments. The Company is not exposed to
derivative financial instruments.

Comprehensiveincome representsthe changein shareholders’ equity from transactions and other eventsfrom non-
owner sources. Other comprehensive income refers to items that are recognized in comprehensive income but
excluded from net income cal culated in accordance with generally accepted accounting principlesuntil suchtimeas
it isconsidered appropriate to recognizethemin net income. The Company had no “ other comprehensiveincome or
loss’ transactions for the period ended October 31, 2007.
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

3. MINERAL PROPERTIES
October 31, 2007 April 30, 2007
Molgjon property $ 45,825,118 $ 31,210,449
Rio Belencillo concession 31,926 26,006
$ 45,857,044 $ 31,236,455

Molegjon Property — Panama

In June 2005, the shareholders of Minera Petaquilla S.A. (“Minera Petaquilla’) (ajoint venture investment) agreed to
separate the gold deposit and other precious metal mineral deposits that might be developed within the Ley Petaquilla
mineral concession from the copper mineral deposits within the Ley Petaquilla mineral concession. The agreement
providesfor the Company, through PetaquillaGold, S.A., to own a100% interest in the Mol g on gold deposit, aswell as
all other gold and precious metal mineral depositsthat might be devel oped within the Ley Petaquillamineral concession,
subject to agraduated 1%- 5% Net Smelter Return, based on the future gold price at the time of production, payableto
Teck and Minova as to 35.135% and 64.865% respectively.

(See Note 4).
Approval of the phased Mine Development Plan was obtained in September 2005.
San Juan Concession - Panama

During the prior period ended April 30, 2007, the Company entered into an agreement with Geneva Gold (formerly
Eurogold Mining Inc.), for the exploration and development of the San Juan Concession. The San Juan Property is
adjacent to the Company’s Molejon gold project and the Petaquilla porphyry copper project in north central Panama.
Under the agreement, Geneva Gold may earn a 60% interest in the San Juan Property by incurring exploration
expenditures of at least US$6,000,000, by paying Petaquilla Minerals Ltd. US$600,000 in cash and by causing to be
issued to PetaguillaMinerals Ltd. 9,000,000 shares of the public company (“Pubco”) to which Geneva Gold will assign
its interest in the property, all over a period of three years. If Pubco acquires a 60% interest in the property, it may
increase its interest to 70% by incurring US$3,000,000 in additional exploration expenditures in the fourth year. The
Company was to be the operator of the project. The Company received the initial cash option payment of $111,120
(US$100,000).

During the prior period, the Company rescinded the above agreement and returned the initial cash option payment of
$111,120 (US$100,000) to Geneva Gold.

Geneva Gold has claimed for loss in share value said to be caused by Petaquilla’s news release announcing that the
agreement with the company has been rescinded. The amount of the claim has not been quantified, and according to
Company’ s counsel itistoo early to provide an opinion on either parties chances of success as discoveries have not yet
taken place.
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

3. MINERAL PROPERTIES (Continued)

Rio Belencillo Concession — Panama

The Company holdsvariousinterestsin other land concession areas adjacent to the Ley Petaguilla Property in Panama,
including the Rio Belencillo and Rio Petaquilla concessions.

By an Agreement in May, 2005, and amended in June, 2005, Gold Dragon Capital Management Ltd. (“Gold Dragon”), a
company formerly having a common director, has an option to purchase all of the Company’s interest in the Rio
Belencillo and Rio Petaquilla concessions by the expenditure of $100,000in approved exploration costsby May 7, 2007,
an additional $400,000in approved exploration costs by February 7, 2008, and by then paying the Company $1,152,400.
This sum is payable in shares of Gold Dragon.

During the previous period to April 30, 2007, the Company received $32,843 (US $29,078) from Madison MineralsLtd.
(“Madison”), the Company’ s joint venture partner, for exploration costs related to the Rio Belencillo concession.

4, PLAN OF ARRANGEMENT AND ADVANCESTO PETAQUILLA COPPER LTD.

During the period ended April 30, 2007, the shareholders of the Company voted in favor of the April 21, 2006 proposed
Plan of Arrangement. During the same period, the Supreme Court approval in the Province of British Columbia was
obtained for the Plan of Arrangement. The result of the Plan of Arrangement will be that each shareholder of the
Company will receive one share of Petaquilla Copper Ltd. (“Copper”), a private company. Each shareholder will
continue to hold one share of the Company and one share of Copper, for each one share of the Company held onthe
Effective date of the Plan of Arrangement.

The Effective Date of the Plan of Arrangement is October 18, 2006 whereby each holder of the common shares of the
Company on October 17, 2006 is entitled to receive one common share of Copper for each common share of the
Company held.

According to the terms of the Plan of Arrangement, the Company transferred title to Copper its wholly-owned
subsidiary, Georecursos I nternacional S.A., the holder of the 52% interest in the Ley Petaquilla concession lands. The
Company would retain 100% ownership of the gold and precious metal deposits withinthe Ley Petaquillaconcessionas
well as all the other concession lands adjacent to the Ley Petaquilla concession.

The transactions were accounted on the continuity of interest’s basis.

The Company owns 22,189,434 of the issued shares of Copper at acost of $500,000. Thisinitial 20% equity stake has
been and may be further diluted based on share capital financings that were carried out for ongoing funding of the
Copper deposit project. As aresult of the Plan of Arrangement, the Company now accounts for Copper on an equity
basis resulting in an equity loss of $2,565,199 and a gain on dilution of $8,470,129 for the period ended October 31,
2007.

As at October 31, 2007, the amount payable to Copper is $5,110,662 related to advances to pay for mineral property
costs and administrative expenses.
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Ddlars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

5. RESTRICTED CASH

During the period ended April 30, 2007, the Company deposited $30,000 with HSBC Bank to be used as collateral for
the credit card used by the Company to pay ongoing travel and related costs. The Company also pledged as security for
financings (note 9) aterm deposit in the amount of $237,475 (US $250,000).

6. PREPAID SERVICESAND MATERIALSTO BE PROVIDED TO PETAQUILLA COPPER LTD.

On September 30,2007, PetaquillaGold S.A. (" Gold"), asubsidiary of the Company entered into a Service Agreement
with Petaguilla Copper, S.A. (“Copper”) to provide electric generation, aggregate for construction and rental of adrill
machine (collectively, the “services’) for a 3-year period. In return for receiving certain benefits and assurances,
payment for services has been assumed and prepaid by Petaquilla Copper Ltd. in the amount of $4,387,705
(%$4,404,000.00 USD) as per the following table, which details Copper”s minimum needs:

Service/Supply Minimum Estimated Cost | Estimated Cost Estimated cost for 3-
Requirement per Unit per Month year contract (USD)
(USD)
Electric Generation
350,000 0.19 USD/kw.hr 66,500 2,394,000
kw.hr/month
Aggregate for
construction,
including
transportation to site 100,000 yd® 16.5 USD/yd® 1,650,000
Rental of LF 70 Drill
Machine 10,000 360,000
TOTAL 4,404,000

During thefirst two years of the Service Agreement, Copper shall have the option to purchase the equipment from Gold
a the market price of the equipment less rental costs prepaid. See Note 13.

During the period, the Company recovered $19,572 in mineral property costs under thisagreement for servicesrendered.
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

7. LONG TERM DEBT

During the period ended April 30, 2007, the Company arranged a bank loan of $407,524 (US$382,400) to acquire road
and mine site equipment. Theloanisrepayablein 36 equal monthly instalmentsof $12,513 (US$11,742) commencingin
May 2006 and bearsinterest at an annual rate of 5.625%. Collateral for thisloaniscomprised of apledge of a$237,475
(US$250,000) renewabl e term deposit and a fixed first charge on the purchased equipment. Asat October 31, 2007, the
current portion of the long term debt is $124,395 and the long term portion is $66,863.

During the period ended April 30, 2007, the Company arranged abank loan of $83,988 (US$78,810) to acquirevehicles
to be used for the mine site. Theloan isrepayablein 36 equal monthly instalments of $2,671 (US$2,506) commencingin
May 2006 and bearsinterest at an annual rate of 9.25%. Collateral for thisloan is comprised of afixed first chargeonthe
purchased equipment. As at October 31, 2007, the current portion of the long term debt is $26,364 and the long term
portion is $14,953.

During the period ended April 30, 2007, the Company arranged a bank loan of $245,878 (US $230,720) to acquire
additional road and mine site equipment. The loan is repayable in 36 monthly instalments of $7,934 (US $7,445)
commencing in October 2006 and bearsinterest at an annual rate of 9.00%. Collateral for thisloaniscomprised of afirst
charge on the purchased equipment. Asat October 31, 2007, the current portion of the long term debt is$73,433 and the
long term portion is $74,410.

During the period ended April 30, 2007, the Company arranged a bank loan of $597,645 (US $560,800) to acquire
additional road and mine site equipment. The loan is repayable in 36 monthly instalments of $19,284 (US $18,095)
commencing in January 2007 and bearsinterest at an annual rate of 9.25%. Collateral for thisloan iscomprisad of afirst
charge on the purchased equipment. As at October 31, 2007, the current portion of the long term debt is $174,069 and
the long term portion is $228,128.

During the period ended April 30, 2007, the Company arranged a bank loan of $26,110 (US $24,500) to acquire a
vehicleto be used for the mine site. Theloan isrepayablein 36 monthly instal ments of $845 (US $793) commencing in
January 2007 and bearsinterest at an annual rate of 9.25%. Collatera for thisloan is comprised of afirst charge onthe
purchased vehicle. Asat October 31, 2007, the current portion of the long term debt is $7,600 and the long term portion
is $10,007.
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

7. LONG TERM DEBT (Continued...)

The following table summarizes the loans outstanding as at October 31, 2007:

October 31, 2007 April 30, 2007

Long term debt
Equipment loan #1 $ 191,258 $ 303,203
Vehicle loan #1 41,317 64,061
Equipment loan #2 147,843 218,115
Equipment loan #3 402,197 576,443
Vehicle loan #2 17,607 25,245
800,222 1,187,067
Less: current portion (405,861) (487,882)
$ 394,361 $ 699,185

8. CAPITAL LEASE OBLIGATION

During the period, the Company entered into a capital lease arrangement with Banco Bilbao Vizcaya Argentaria
(Panama) S.A. (“BBVA”) for the purchase of equipment to advance the Molejon project into production.

The facility isfor the following concurrent tranches:

a) Financial leasing of up to US$2,798,806; and
b) Financial leasing of up to US$10,580,747.

The equipment includesbut is not restricted to: ball mills, Metso crushing plant; cranes and an aggregate crushing plant.

As a condition of the loan, the equipment will serve as collateral throughout the amortization period and will be
registered with the Public Registry of the Republic of Panama.
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

8. CAPITAL LEASE OBLIGATION (Continued)

Future minimum lease payments on the capital |ease obligation are as follows:

2008 $ 3,125,736
2009 3,125,736
2010 2,791,762
9,043,234
Less: Imputed interest of 9% (1,134,609)
Total 7,908,625
Current obligation (2,525,723)
Long-term obligation $ 5,382,902
9. CAPITAL STOCK AND CONTRIBUTED SURPLUS

At the June 6, 2006 Annual General Meeting of the shareholders, a special resolution was authorized and approved

changing the authorized capital of the Company to an unlimited number of common shares without par value and an
unlimited number of preference shares without par value.

Authorized Capital

Unlimited common shares without par value
Unlimited preference shares without par value

Number Contributed
of Shares Amount Surplus
| ssued

Balance as at January 31, 2006 70,246,303 $ 62,977,209 $ 1,004,480
Non-brokered private placement, net of finders' fees (b) 9,400,000 21,603,200 -
Exercise of stock options 5,247,813 12,336,264 (9,435,997)
Exercise of warrants 4,982,835 5,979,403 -
Stock-based compensation - - 20,504,666
Share issuance costs (Note 13) - - ___ (1414061) ___ 820518
Balance as at April 30, 2007 89,876,951 101,482,015 12,893,667
Non-brokered private placement 3,505,412 9,104,805 -
Exercise of stock options 515,944 2,242,093 (1,616,684)
Stock-based compensation - - 4,304,693
Share issuance costs (Note 13) - (306,277) 52,584
Balance as at October 31, 2007 93,898,307 $ 112522636 $ 15,634,260
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

OCTOBER 31, 2007

(Unaudited — Prepared by Management)

9. CAPITAL STOCK AND CONTRIBUTED SURPLUS (Continued)

@) In October 2006, the Company completed a non-brokered private placement and issued 9,400,000 units at aprice

b)

©)

d)

of $2.40 per unit, for gross proceeds of $22,560,000. Each unit consists of one common share and one share purchase
warrant (see Note 11). The Company agreed to i ssue 398,000 share purchase warrants asfinders' feesin connection
with part of the private placement (see Note 11). The fair value of the finders’ warrants is $820,518 that was
approved and recorded during the fiscal year. In addition, the company paid finders' fees of $956,800 for net cash
proceeds of $21,603,200.

In May 2007, the Company closed a non-brokered private placement comprising of 1,387,879 units at $2.00 per
unit, and 24,033 units at $2.02 per unit for gross proceeds of $2,824,305. Each unit consists of one common share
and one-half of one common share purchase warrant, with each whole warrant exercisableinto acommon shareat a
price of $3.50 per share for aperiod of two years following closing of the private placement. The share purchase
warrants are subject to an accelerated expiry provision that, if the volume weighted average trading price of the
common shares of the Company as traded on the Toronto Stock Exchange exceeds $7.00 per share for at least 30
consecutive trading days, the Company shall have theright, exercisable within 30 daysthereafter, to give noticeto
each warrant holder requiring the exercising of the warrantswithin a 30 day period. If the Company exercisessuch
right, thewarrant will, if not exercised by the warrant holder in accordance with their termsand conditions, expire at
the end of such 30 day period. The securitiesissued under this private placement were subject to afour-month and a
day resale restriction that expired on September 10, 2007.

In October 2007, the Company closed anon-brokered private placement comprising of 2,093,500 unitsat $3.00 per
unit for gross proceeds of $6,280,500. Each unit consists of one common share and one-half of one common share
purchase warrants, with each whole warrant exercisable into a common share at a price of $3.50 per share for a
period of two yearsfollowing closing of the private placement. The Company agreed to issue 74,125 share purchase
warrantsasfinders' feesin connection with part of the private placement. Thefair value of the finders’ warrantsis
$52,584.

The Company has adopted anew sharehol der rights plan, subject to regulatory and shareholder approval. Under the
new Plan, the Company issued one Right for no consideration for each outstanding common share of the Company
to all holders of record of common shares as at 5:00 p.m., Pacific time, March 7, 2006. Thereafter, each common
shareissued by the Company during the term of the Plan will have one Right attached to it. The term of the Planis
fiveyearsunlesstherightsare earlier redeemed or exchanged. The Plan will be subject to review after thethird year
of itsterm.

The Rights are attached to the common shares and cannot be exercised until eight trading days after a triggering
event has taken place. A triggering event is one of the following: (i) an Acquiring Person, as defined in the Plan,
acquires 20% or more of the common shares of the Company; or (ii) an Acquiring Person announces hisintentionto
make atake-over bid that would result in the person owning 20% or more of the outstanding common shares of the
Company. Upon such atriggering event occurring, each Right would separate from the common share and thereafter
entitle the holder to purchase common shares at 50% discount to the market price, up to the amount of the $30
exercise price of the Right.

TheRightswill not be separated from the sharesif the Acquiring Person makes a Permitted Bid, defined in the Plan
to mean a bid made pursuant to atake-over bid circular to all shareholders of the Company, which has aminimum
deposit period of at least 60 days and pursuant to which not |ess than 50% of the common shares, other than those
held by the Acquiring Person, are deposited and not withdrawn.

Subsequent to October 31, 2007, the Company issued 247,345 shares on the exercise of stock options for net
proceeds of $192,507.
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PETAQUILLA MINERALSLTD.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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OCTOBER 31, 2007

(Unaudited — Prepared by Management)

10.

STOCK OPTIONS

During the period ended April 30, 2007, the Company received approval for its new stock option plan (the “New
Plan™) which authorizes the board of directorsto grant incentive stock options to directors, officers and employees
whereby the maximum number of shares reserved for issuance under the Company’s New Plan is 10,000,000.

On December 8, 2006, no shares remained in reserve under the Company’s former incentive stock option plan (the
“Former Plan”). The 2,556,144 options that remained outstanding as of December 8, 2006 under the Former Plan
werecarried forward to the New Plan. In January and April 2007, the Company granted atotal of 6,139,543 incentive
stock options under the New Plan. During the period ended October 31, 2007, the Company granted atotal of 950,000
incentive stock options to a director, employees and consultants.

Prior to the Plan of Arrangement taking effect, and in order to create unallocated optionsto be granted in the future to
new employees, officers and directors, the existing optionees were asked to voluntarily reduce the number of shares
under option to each of them to 60% of the number of shares held under the option on the day before the Effective Date
of the Plan of Arrangement. All of the optionees agreed to this arrangement except for an option holder holding 675,000
options who elected to retain the number of options held under the existing grants. Each revised option outstanding
would enable the option holder to receive one share of the Company and one share of Copper upon exercising. For
example, when an optionee prior to the Effective Date held an option to purchase 100,000 shares of the Company, that
optionee after the Effective Date would hold an option to purchase 60,000 shares of the Company and 60,000 shares of
Copper. Both options must be exercised together.
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10.

STOCK OPTIONS (Continued)

The aggregate number of common shares reserved for issuance to any person may not exceed 5% of the number of
outstanding common shares. The exercise price of the optionswill be determined by thefair market value of the sharesat
the closing price on the date prior to date of the grant. Options granted must be exercised no later than 10 years after the
date of grant or such lesser period as may be determined by the Board. The Board may at its discretion in any granting of
an option set avesting period whereby the option may only be exercisable in pre-determined instalments. Stock option
transactions are summarized as follows:

Weighted
Average
Number Exercise
of Shares Price
Balance at January 31, 2006 6,031,200 053®
Granted (re: Plan of Arrangement) 3,730,000 1.14®
Granted 6,139,543 2.02
Exercised (5,247,813) 0.59 @
Expired (400,000) 1.24®
Forfeited (493,400) 0.98 @
Forfeited (20,000) 2.01
Voluntary reduction (1,623,763) 091@
Balance at April 30, 2007 8,115,767 1.76 ®
Granted 950,000 2.32
Exercised (244,300) 1.02%
Exercised (271,644) 1.84
Cancelled (179,750)
Balance at October 31, 2007 8,370,073 1830
Number of stock options exercisable 4,866,606 $ 1669

@) Exercise priceis the aggregate exercise price required to exercise one option of Petaquilla Copper Ltd. and

one option of the Company with half of the proceeds to be allocated to the Company and half to Petaguilla
Copper Ltd. Both options must be exercised together until such time as Petaquilla Copper Ltd. islisted onthe
TSX.

19



PETAQUILLA MINERALSLTD.
(An Exploration Stage Company)

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)
OCTOBER 31, 2007
(Unaudited — Prepared by Management)

10. STOCK OPTIONS(Continued)

As at October 31, 2007, the following stock options were outstanding as follows:

Number of Shares

Outstanding  Exercise Price Expiry Date
87,064 050 @ April 21, 2010
374,820 0.50 ¢ July 11, 2010
60,800 1.00® December 31, 2010
1,061,640 1.05® February 1, 2011
120,000 1.73® April 27, 2011
5,565,749 2.01 January 15, 2012
150,000 2.25 October 19, 2012
200,000 2.22 June 12,2012
500,000 2.25 June 20, 2012
50,000 2.48 July 11, 2012
100,000 2.49 July 12, 2012
50,000 2.54 July 23, 2012
50,000 2.76 September 10, 2012
8,370,073

@ Exercise priceisthe aggregate exercise price required to exercise one option of PTC and one option of the
Company with half of the proceedsto be allocated to the Company and half to PTC. Both options must be

exercised together until such time as PTC islisted on the TSX.

Total stock options granted during the six months ended October 31, 2007 are 950,000. Stock options granted that are
not vested have been excluded from the calculation of stock-based compensation. Total stock-based compensation

recognized for the fair value of stock options granted, vested and approved by the sharehol ders during the six month

period ended October 31, 2007 was $4,304,693 (October 31, 2006 - $2,195,689).

Thefair value of stock options and share purchase warrants granted is estimated using the Black- Scholes option pricing
model with the following assumptions:

Theweighted averagefair value of the stock options granted is estimated approximately $1.77 using the Black-Scholes

option pricing model with the following weighted average assumptions:

Six months ended Six months ended

October 31, 2007 October 31, 2006
Risk-free interest 4.65% 4.17%
Expected dividend yield - -
Expected stock price volatility 87% 66%
Expected option/warrant life in years 5 years 5 years
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11. SHARE PURCHASE WARRANTS

Share purchase warrant transactions are summarized as follows:

Weighted

Average

Number Exercise

of Shares Price

Balance at January 31, 2006 4,982,835 1.20/1.44
Issued 9,798,000 3.00®
Exercised (4,982,835) 1.20
Balance at April 30, 2007 9,798,000 3.00@
Issued 1,827,831 3.50
Balance at October 31, 2007 11,625,831 $3.08%

On October 17, 2006, the Company issued share purchase warrants in connection with the non-brokered private
placement which closed during the period. Each warrant entitlesthe holder to purchase an additional common share of
the Company for a period of fiveyearsat a price of $3.00 per share. In addition, the Company agreed to issue 398,000
finders warrants, each finders’ warrant entitling the holder to purchase one additional common share of the Company at

an exercise price of $3.00 per share for a period of five years.

On the Effective Date of the Plan of Arrangement, the warrant holders received:

a. one share purchase warrant (a“PTQ Warrant”), where each PTQ Warrant entitles the holder to purchase one

common share of the Company for a period of five years; and

b. one share purchase warrant (a*“ Copper Warrant”), where each Copper Warrant entitles the holder to purchase one

common share of Copper for a period of five years.

Until such time as Copper has been listed on a recognized Canadian stock exchange (the “ Copper Listing Date”), the
Copper Warrant and the PTQ Warrant must be exercised together. From and after the first five trading days after the
Copper Ligting Date, the Warrants can be exercised separately, and in that event, the respective exercise prices of
the PTQ Warrants and the Copper Warrants will be based on $3.00 multiplied by the ratio of the five day volume
weighted average price of each of the PTQ and Copper shares during the first five trading days for Copper.

The PTQ Warrants were subject to a hold period that expired on February 18, 2007. The Copper shares and Copper
Warrants are subject to resale restrictions until such time that Copper becomes a reporting issuer or another
exemption from resale restrictions is available. The PTQ common shares will be freely tradable following the

Effective Date.
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11.

12.

SHARE PURCHASE WARRANTS (Continued...)

On May 10, 2007, the Company closed a non-brokered private placement comprising of 1,387,879 units at $2.00 per
unit, and 24,033 units at $2.02 per unit for gross proceeds of $2,824,305. Each unit consists of one common share and
one-half of one common share purchase warrant, with each whole warrant exercisableinto acommon share at aprice of
$3.50 per share for a period of two years following closing of the private placement. The share purchase warrants are
subject to an accelerated expiry provision that, if the volume weighted average trading price of the common shares of the
Company astraded on the Toronto Stock Exchange exceeds $7.00 per sharefor at least 30 consecutivetrading days, the
Compary shall havetheright, exercisable within 30 days thereafter, to give notice to each warrant holder requiring the
exercising of the warrantswithin a30 day period. If the Company exercises such right, thewarrant will, if not exercised
by the warrant holder in accordance with their terms and conditions, expire at the end of such 30 day period. The
securities issued under this private placement are subject to a four-month and a day resale restriction in effect until
September 10, 2007.

In October 2007, the Company closed anon-brokered private placement comprising of 2,093,500 unitsat $3.00 per unit
for gross proceeds of $6,280,500. Each unit consists of one common share and one-half of one common share purchase
warrants, with each whole warrant exercisable into a common share at a price of $3.50 per share for a period of two
years following closing of the private placement. The Company agreed to issue 74,125 share purchase warrants as
finders' feesin connection with part of the private placement. The fair value of the finders' warrantsis $52,584.

As at October 31, 2007, the following share purchase warrants were outstanding and exercisable as follows:

Number Exercise Expiry
of Shares Price Date
9,798,000 $3.00 (1) October 17, 2011
706,956 $3.50 May 9, 2009
1,120,875 $3.50 October 31, 2009
11,625,831

(1) Exercisepriceisthe aggregate exercise price required to exercise one share purchase warrant of Petaquilla
Copper Ltd. And one share purchase warrant of the Company with half of the proceedsto be allocated to the
Company and half to Petaquilla Copper Ltd. Both share purchase warrants must be exercised together until
such time as Petaquilla Copper Ltd. islisted on the TSX.

TREASURY STOCK

During the period ended January 31, 2006, the Company sold 1,616,000 of itssharesheld intreasury at an averageprice
of $0.79 per sharefor net proceeds of $1,273,946. These shares were previously issued and reacquired at acost of $3.79
per share by the Company pursuant to anissuer bid. Theloss of $4,847,462 resulting from the sale of these shares and
related broker fees has been charged to deficit during the period ended January 31, 2006. As at October 31, 2007, 44,200
common shares were held in treasury.
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13. RELATED PARTY TRANSACTIONS

During the three months ended October 31, 2007, PTQ had the following transactions with related parties:

a) TheCompany paid consulting fees of $61,943 (October 31, 2006 - $80,673) to acompany controlled by an officer.

b.) The Company paid wages and benefits of $139,191 (October 31, 2006 - $598,406) to directors and officersand a
company controlled by a director.

c) TheCompany paid legal fees of $53,258 (October 31, 2006 - $102,982) and share issue costs of $35,640 (October
31, 2006 - $219,698) to alaw firm controlled by an officer.

d) The Company paid $60,000 for supplies (October 31, 2006 - $Nil) to a company controlled by a director.

€) TheCompany received or accrued $401,626 in asset usage fees from Copper for the use of certain office and mining
equipment. Also during the period, the Company and Copper advanced negotiations with the lessor of the
equipment to have the commercial terms of the leasing arrangement correspond with the terms of the Plan of
Arrangement made effective on October 18, 2006, such that Copper will ultimately become the lessee of the
equipment. The cost recovery arrangement will be subject to review and revision to reflect changesin operations.

Included in payablesisthe amount of $72,233 payable to related companies controlled by adirector and officers of the
Company.

During the period, the Company sold assets and received payment for cost recoveries from PTC in the amount of
$3,487,878. The assets were sold at fair market value which approximates net book value and therefore no gain or loss
was recorded on disposition.

Certain employees of the PTC with knowledge in mining, government, environmental and community relations were
previously employed and trained by the Company. The Company is considering charging the PTC for technical know-
how and other intellectual property transferred to PTC. The amount of these fees has not yet been determined.

As at October 31, 2007, the Company has an amount payable to PTC of $5,110,662 (April 30, 2007 —receivable of
$4,582,937) resulting from advancesfrom PTC for mineral property costs and general and administrative expenses. The
payable bearsinterest at arate of US prime plus 1% and the Company accrued interest of $150,000 during the period.

The Company has posted 5,000,000 common shares of PTC as security of itsaccount payableto PTC. PTC'scommon
shares posted as security shall be held in escrow pending payment of the account payable and cannot be sold until the
account payable has been paid in full pursuant to a Warranty Agreement dated September 30, 2007.

PTC’scommon shares serving as security are based on a market val ue of $2.00 per common share. |f the market value
of the common shares changes, the number of shares required to be posted as security shall be adjusted accordingly.

Thesetransactions are measured at the exchange amount, which isthe amount of consideration established and agreed to
by the related parties.
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14.

15.

16.

SEGMENT INFORMATION

The Company has one operating segment being the exploration of resource properties. The Company has not earned
revenues from any projects.

COMMITMENTSAND CONTINGENCIES

The Company is committed to the plant and equipment acquisitions totalling $5,558,145 related to the mine site
construction. These commitments will be paid within the current year.

PTQ has a five-year |lease for office premises. PTQ’s contractual and other obligations as at October 31, 2007, are
summarized as follows:

Lessthan 1 Year 2-3Years 4-5Years Morethan 5 Years

Office Lease $33,120 $ 66,240 $ 27,600 Nil

During the period ended April 30, 2007, the Company entered into a contract relating to an environmental impact study.
The amount payable at the end of the contract is $45,877.

During the period ended April 30, 2007, the Company entered into afive-year lease for office premises at an estimated
annual cost of $66,240 commencing September 1, 2006. Cancellation of two previous lease obligations was obtained
effective May 15, 2006.

From October 18, 2006, the office leasing costs have been split equally between the Company and Petaquilla Copper
L td., consequent to the Plan of Arrangement (see Note 4 Plan of Arrangement and Advancesto Petaquilla Copper Ltd.)
Therefore the estimated annual cost is $33,120 to the Company.

GenevaGold Ltd. hasclaimed for lossin share val ue said to be caused by Petaquilla’ s news rel ease announcingthat the
agreement with the Company has been rescinded. The amount of the claim has not been quantified, and according to
Company counsel it istoo early to provide an opinion on either party’s chances of success as discoveries have not yet
taken place. The claim is under the review of an arbitrator whose decision will be final and binding on al parties.

FINANCIAL INSTRUMENTS

The Company'sfinancial instruments consist of cash and cash equivalents, receivables, accounts payable and accrued
liabilities, debt, restricted cash, and amount payable to Petaquilla Copper Ltd., long term debt and capital lease
obligations. Unless otherwise noted, it is management's opinion that the Company is not exposed to significant interest
or credit risks arising from these financial instruments. Thefair value of these financial instruments approximatestheir
carrying val ues, unless otherwise noted.

The Company is subject to financial risk arising from fluctuations in foreign currency exchange rates. The Company
does not use any derivative instruments or hedging activities to reduce its exposure to fluctuationsin foreign currency
exchange rates.
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17. ASSET RETIREMENT OBLIGATIONS

The Company’s asset retirement obligation relates to site-restoration and clean-up costs related to its Molejon gold

project located in Panama.

A reconciliation of the provision for asset retirement obligationsis as follows:

Balance at January 31, 2006 $ -
Liabilitiesincurred in the current period 4,400,000
Balance at April 30, 2007 4,400,000
Accretion expense 168,500
Balance at October 31, 2007 $ 4,568,500
The provision for asset retirement obligations is based upon the following assumptions:
a) The total undiscounted cash flow required to settle the obligation is approximately $6,848,000;
b) Asset retirement obligation payments are expected to occur during fiscal year 2014 and 2015;
C) A credit adjusted risk-free rate of 7.65% has been used to discount cash flows.
18. SUPPLEMENTARY CASH FLOW INFORMATION
Three Three  Six months  Six months
months months ended ended
ended ended October 31, October 31,
October 31,  October 31, 2007 2006
2007 2006
Non-cash investing and financing activities:
Deferred amortization on plant equipment $ 1,210,809 $ - $1210809 $ -
Prepaid services and materials financed by a
reduction in amounts payable to Petaquilla
Copper Ltd. (Note 6) 4,368,133 - 4,368,133 -
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19. SUBSEQUENT EVENTS
Subsequent to October 31, 2007:
a) The Company issued 247,345 shares on the exercise of stock options for proceeds of $192,507.

b) The Company granted 120,000 incentive stock optionsto an officer and empl oyees. These options have an exercise
price of $3.04 per share, vest over 21 months, and have an expiry date of November 15, 2012.
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