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CONSOLIDATED BALANCE SHEET
Unaudited — Prepared by Management

As at
August 31, 2007 November 30, 2006
ASSETS (Unaudited) (Audited)
CURRENT ASSETS

Cash and cash equivalents $ 1,410,999 $ 2,963,569

Amounts receivable 144,703 303,678

Inventory (Note 3) 339,505 285,430

Prepaid expenses and advances 128,625 117,656

2,023,832 3,670,333
SECURITY DEPOSITS (Note 4) 406,500 412,000
FIXED ASSETS, net of accumulated amortization (Note 5) 894,368 911,590
EXPLORATION PROPERTIES (Note 6) 30,171,093 23,781,214
33,495,793 $§ 28,775,137
LIABILITIES
CURRENT LIABILITIES
Accounts payable and accrued liabilities $ 1,503,174 $ 341,860
ASSET RETIREMENT OBLIGATION (Note 7) 115,000 115,000
1,618,174 456,860
SHAREHOLDERS’ EQUITY
SHARE CAPITAL

Common shares (Unlimited, without par value) (Note 8)

Issued 130,662,853 (November 30, 2006 — 114,999,799) 51,841,845 47,331,988
CONTRIBUTED SURPLUS (Note 8 (d)) 2,739,558 1,883,587
DEFICIT (22,703,784) (20,897,298)

31,877,619 28,318,277
$ 33,495,793 $ 28,775,137

GOING CONCERN (Note 1)

Approved by the Directors:

David R. Webb, Director

Roger G. Sylvestre, Director
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Development Corp

CONSOLIDATED STATEMENTS OF CASH FLOWS
Unaudited — Prepared by Management

Three Months Ended Nine Months Ended
August 31, 2007 August 31, 2006 August 31, 2007 August 31, 2006
OPERATING ACTIVITIES
Net (loss) earnings $ (840,510) $  (236,951) $  (510,097) $ (178,065)
Add (deduct) items not affecting cash
Amortization 67,562 73,658 197,845 216,132
Income tax recovery - - (1,296,389) (1,143,409)
Stock-based compensation 538,126 56,519 865,796 590,405
Write-off of exploration property 1,825 - 1,825 -
(232,997) (106,774) (741,020) (514,937)
Changes in non-cash operating working capital
Accounts receivable (1,475) 31,573 158,975 147,393
Inventory 78,857 17,737 (54,075) (36,613)
Prepaid expenses and advances 99,363 (22,019) (10,969) 7,010
Accounts payable and accrued liabilities 847,309 (49,319) 1,161,314 (1,216,912)
791,057 (128,802) 514,225 (1,614,059)
INVESTING ACTIVITIES
Security deposits (44,500) - 5,500 -
Purchase of fixed assets (15,964) (18,944) (180,623) (395,786)
Additions to exploration properties (2,906,250) (1,602,963) (6,296,711) (3,570,889)
Acquisition of exploration properties (10,964) - (84,793) -
(2,977,678) (1,621,907) (6,556,627) (3,966,675)
FINANCING ACTIVITIES
Issuance of shares and share subscriptions, net
of issue costs for
Private placements 921,486 4,393,380 2,706,117 7,446,899
Stock options - 10,500 20,950 10,500
Warrants 24,640 482,582 1,762,765 1,342,232
946,126 4,886,462 4,489,832 8,799,631
(DECREASE) INCREASE IN CASH (1,240,495) 3,135,753 (1,552,570) 3,218,897
CASH, BEGINNING OF PERIOD 2,651,494 861,664 2,963,569 778,520
CASH, END OF PERIOD $ 1,410,999 $ 3,997,417 $ 1,410,999 $ 3,997,417
Cash and cash equivalents is comprised of the following
Cash $ 1,410,999 $ 1,989,724 $ 1,410,999 $ 1,989,724
Term deposits - 2,007,693 - 2,007,693
$ 1,410,999 $ 3,997,417 $ 1,410,999 $ 3,997,417
Supplementary Cash Flow Information
Non-cash financing activity:
Issuance of common shares in exchange for a finder’s fee $ - $ - $ - $ 60,000
Issuance of common shares for acquisition of mineral property - - 10,200 -
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GOING CONCERN

Tyhee Development Corp. (the “Company”) is an advanced exploration enterprise with no
ongoing revenues. The Company is in the process of exploring its various mineral properties.

These consolidated financial statements have been prepared on a going concern basis that
contemplates the realization of assets and satisfaction of liabilities in the normal course of
business. The Company’s ability to proceed with the next planned phase of the project and to
continue as a going concern is dependent upon its ability to attract significant cash investments
and ultimately upon attaining future profitable operations.

If the going concern basis was not appropriate for these financial statements, then significant
adjustments would be necessary to the carrying values of assets and liabilities, the reported
expenses, and the balance sheet classifications.

ACCOUNTING POLICIES

These unaudited consolidated financial statements have been prepared by management in
accordance with generally accepted accounting principles. These financial statements follow the
same accounting policies and methods of application as the most recent annual consolidated
financial statements dated November 30, 2006. For further information, refer to the audited
consolidated financial statements and notes thereto, included in the Company’s annual
consolidated financial statements for the year ended November 30, 2006.

Certain of the prior year figures have been re-classified to conform to the current year
presentation.

New Accounting Pronouncements

In January 2005, the Canadian Institute of Chartered Accountants issued four new
accounting standards effective for financial statements relating to fiscal years beginning
on or after October 1, 2006. These new accounting standards relate to Handbook Section
1530, Comprehensive Income, Handbook Section 3251, Equity, Handbook Section 3855,
Financial Instruments — Recognition and Measurement, and Handbook Section 3865,
Hedges. The Company has adopted these standards for fiscal and interim periods
beginning December 1, 2006.

INVENTORY
August 31, 2007 November 30, 2006
(Audited)
At Cost $ 339,505 $ 285,430

At August 31, 2007, the inventory consists of diesel, gasoline and propane that will be charged to
exploration properties on a monthly basis, based on consumption.
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4. SECURITY DEPOSITS

August 31, 2007 November 30, 2006
(Audited)
Mackenzie Valley Land and Water Board $ 406,500 $ 412,000

Security deposits of $362,000 have been posted with the Mackenzie Valley Land and Water
Board for land use permits and a water license on the Yellowknife Gold Project. During the
current year, $50,000 was refunded for a security deposit on a land use permit no longer required.

New security deposits of $44,500 were posted for land use permits on the Clan Lake, BigSky and

Goodwin Lake properties.
5. FIXED ASSETS
November 30, 2006
August 31, 2007 (Audited)
Accumulated  Net Book Net Book
Cost Amortization Value Value

Automobiles $ 268968 $§ (122,695) $ 146,273 $ 92,441
Boats & Canoes 14,465 (7,216) 7,249 8,168
Camp Facilities 328,814 (127,258) 201,556 328,814
Computer/electronic equipment 106,171 (65,366) 40,805 36,875
Data network infrastructure 33,537 (19,814) 13,723 17,706
Leasehold improvements 3,120 (1,127) 1,993 2,773
Mining equipment 752,882 (283,806) 469,076 413,670
Office furniture 47,544 (33,851) 13,693 11,143

$ 1555501 $ (661,133) $ 894,368 $ 911,590

Page 5



N bais - L =
[ hird Quarter Report
Development Corp L
6. EXPLORATION PROPERTIES
(2) (b) (c) (d) (e) ®
Yellowknife Longtom BigSky Goodwin Lake Clan Lake Other
Gold Project Property Property Property Property Properties Total
$ $ $ $ $ $ $
Acquisition 649,655 127,438 27,758 19,176 - - 824,027
Exploration 22,737,484 187,562 30,316 - - 1,825 22,957,187
Balance, November 30, 2006 23,387,139 315,000 58,074 19,176 - 1,825 23,781,214
Write-offs/Writedowns - - - - - (1,825) (1,825)
Additions
Acquisition 24,802 - 44,722 1,440 21,350 2,680 94,994
Exploration
Assaying/Preparation 1,028,194 - 11,169 575 15,212 - 1,055,150
Camp Costs 384,811 - 22,925 4,115 29,433 - 441,284
Drilling 2,109,282 - - - - - 2,109,282
Equipment Rentals/Repairs 59,272 - 325 1,120 - - 60,717
Environmental 324,582 - - - - - 324,582
Flights/Travel 231,046 - 142,135 14,549 114,210 9,295 511,235
Geology 439,292 - 116,040 20,428 175,627 88 751,475
Project Management 260,438 - 26,627 13,655 25,361 867 326,948
Property holding costs 15,700 - - - - - 15,700
Supplies (Operating) 370,312 - 411 855 21,740 - 393,318
Reports 192,821 - - - 4,298 - 197,119
Winter Road 109,900 - - - - - 109,900
5,525,650 - 319,632 55,297 385,881 - 6,296,710
Acquisition 674,457 127,438 72,480 20,616 21,350 2,680 919,021
Exploration 28,263,134 187,562 349,948 55,297 385,881 10,250 29,252,072
Balance, August 31, 2007 28,937,591 315,000 422,428 75,913 407,231 12,930 30,171,093

(@)

The Yellowknife Gold Project

The Company has a 100% interest in the Yellowknife Gold Project (the Company’s primary

focus) that consists of the Discovery Mine and Nicholas Lake properties.

located 90 km north of Yellowknife, Northwest Territories, Canada.

The properties are

These two properties were purchased in 2001 and have a net smelter royalty payable to David R.
Webb, President and CEO of the Company. In fiscal 2006, a new 349.1 hectare claim was staked

and added to the Yellowknife Gold Project properties.
(approximately 565 hectares) was added to the Yellowknife Gold Project properties.

In March 2007, another claim

To August 31, 2007, the Company has spent $28,937,591 on acquisition and exploration of the
Yellowknife Gold Project.
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EXPLORATION PROPERTIES (continued)

(b)

(©)

(d)

Longtom Property

The Company has a 50% ownership interest in the Longtom Property, which is located in
the Northwest Territories, Canada. The other 50% was sold to Alberta Star Development
Corp. for $315,000 in 2002. The Longtom Property is comprised of the DAMP mining
lease and encompasses the Damp Zone, hosting mineralization. It is registered in the
name of Alberta Star Development Corp. (“Alberta Star””). To purchase the Company’s
50% interest in the Longtom Property, Alberta Star must pay the purchase price of
$315,000 on the date which is the earlier of: 1) within 90 days from the date it has
incurred the $5,000,000 in exploration expenditures on the Longtom Property; or 2) at the
date Alberta Star advises the Company in writing that it will complete the purchase of the
Company’s 50% interest in the Property (Notice Date). At August 31, 2007, the Notice
Date had not been triggered. The purchase price may be paid in cash or 50% in cash and
50% in common shares of Alberta Star.

BigSky Property

The BigSky property is located 17 km north of Yellowknife, Northwest Territories. The
Company staked 21 claims covering 7,576.1 hectares (18,721 acres) comprising the
BigSky Property in fiscal 2006 for total acquisition costs approximating $30,000. During
the current fiscal year, three additional claim groups (the “Ken claims” the “Blue claims”
and the “YK claims”) were added to this property. The Ken claims, covering 193
hectares (477 acres) were acquired for $13,500 with a 2% net smelter royalty, one half of
which can be purchased by the Company for $500,000 at any time. The Company
entered into a property option agreement to acquire the Blue Claims covering 588
hectares (1,453 acres) with an arms-length Yellowknife businessman (the “Optionor’) on
January 15, 2007. The consideration payable is 60,000 common shares. The optionor
retains a 2% net smelter return royalty, of which one-half may be purchased for
$500,000. The Company received TSX Venture Exchange acceptance of the agreement
on February 12, 2007 and issued the first 20,000 shares at $0.51 per share for a gross
value of $10,200 on February 14, 2007. An additional 20,000 shares are payable on or
before February 12, 2008 and the final 20,000 shares are payable on or before February
12, 2009. The YK Claims (approximately 870 hectares, or 2,150 acres) were staked in
August 2007; staking and prospecting costs will be paid to the prospector.

To August 31, 2007, the Company has spent $422,428 on acquisition and exploration of
the BigSky Property.

Goodwin Lake Property

The Company optioned three mineral claims in November 2006 (Goodwin Lake
Property) from an arms-length, Yellowknife-based prospector for 85,000 shares payable
over two years and a 2% net smelter return royalty, half of which may be purchased by
the Company for $1 million. The property is located 60 km north of Yellowknife,
Northwest Territories, Canada and covers approximately 459.8 hectares (1136.3 acres).
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EXPLORATION PROPERTIES (continued)

Upon TSX Venture Exchange acceptance of the agreement, on November 15, 2006,
35,000 shares at $0.41 per share for a gross value of $14,350, had been issued in
accordance with the terms of the property option agreement. An additional 25,000 shares
are payable on or before November 14, 2007 ,which the Company intends to pay, and the
final 25,000 shares are payable on or before November 14, 2008.

In the current fiscal year, the Company added another claim that will become part of the
Goodwin Lake Property Option Agreement. Staking costs will be paid to the prospector;
no other payments are required.

To August 31, 2007, the Company has spent $75,913 on the acquisition and exploration
of the Goodwin Lake Property.

(e) Clan Lake Property
The Company staked claims, comprising the Clan Lake property during the current year.
The Clan Lake property is located 21 km north of the BigSky Property and 50 km north
of the city of Yellowknife, Northwest Territories, Canada. It is comprised of mineral
claims totaling approximately 2,370 hectares (5,850 acres).
At August 31, 2007, the Company has spent $407,231 on the acquisition and exploration
of the Clan Lake Property.

) Other Properties

The Company has incurred an additional $12,930 on acquisition and exploration
expenditures to assess other potential targets in the Yellowknife area.

ASSET RETIREMENT OBLIGATION

A review of operations during the period ended August 31, 2007 determined that no material
amount of liability should be added to the amount estimated at November 30, 2006.

SHARE CAPITAL

Number Amount

Balance, November 30, 2006 114,999,799 $47,331,988
Issued during the year

For cash - private placements 5,872,220 2,706,117

- exercise of warrants 9,670,834 1,762,765

- exercise of options 100,000 30,775

For acquisition - mineral properties 20,000 10,200

Balance, August 31, 2007 130,662,853 $ 51,841,845
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SHARE CAPITAL (continued)
(€] Private placements
On December 1, 2006, the Company issued a total of 3,650,000 units at a price of $0.55
for gross proceeds of $2,007,500. Each unit consists of one common share, which has
been designated as a flow through share and one half of one common share purchase
warrant. Each whole warrant is exercisable to acquire a further common share on or
before December 21, 2007 at $0.65 per share. The agent received (i) a cash commission
of $132,055 and (ii) warrants to acquire up to 255,500 common shares at a price of $0.51
per share for a period of twelve months expiring December 21, 2007. David Webb,
President and CEO participated in this private placement for 50,000 units.
On August 30, 2007, the Company issued a total of 2,222,220 flow through common
shares at a price of $0.45 for gross proceeds of $1,000,000. The Company paid a cash
finder’s fee of 7% of the proceeds.
Number of Units Proceeds
December 21, 2006 3,650,000 $ 2,007,500
August 30, 2007 2,222,220 1,000,000
5,872,220 3,007,500
Less: Share issue costs - (301,383)
5,872,220 § 2,706,117
(b) Share purchase warrants

Share purchase warrants outstanding at August 31, 2007 are as follows:

Number of Class of Exercise
Warrants Shares Expiry date Price
425,333 @ Common December 1, 2007 $0.15
2,750,000 Common December 21, 2007 $0.45
1,825,000 Common December 21, 2007 $0.65
255,500 Common December 21, 2007 $0.51
1,583,500 Common January 7, 2008 $0.50
2,418,000 Common January 13, 2008 $0.45
155,312 Common January 17, 2008 $0.45
71,000 Common January 17, 2008 $0.45
600,000 Common January 31, 2008 $0.30
8,646,352 Common March 8, 2008 $0.28
1,821,712 Common April 13, 2008 $0.28
20,551,709

M The Company may accelerate the expiry date if, for any ten consecutive trading days after December 1,
2005, the closing price of the Common Shares of the Company on the TSX Venture Exchange is equal to or
greater than $0.25. The Company shall have the right to accelerate the expiry of the warrants to such date
that is not less than 30 days from the date on which the notice of the acceleration of the expiry date is sent by
the Company to the warrant holder.
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SHARE CAPITAL (continued)

(©)

Warrants outstanding at November 30, 2006 34,885,833
Warrants issued during the nine months ended August 31, 2007 2,080,500
Warrants exercised during the nine months ended August 31, 2007 (9,670,834)
Warrants expired/cancelled during the nine months ended August 31, 2007 (6,743,790)
Warrants outstanding at August 31, 2007 20,551,709

The fair value of options/warrants is calculated on the date that they are granted or issued.
The fair value of the 1,825,000 warrants and the 255,500 broker compensation warrants
issued with the private placement on December 21, 2006 were estimated at $269,357 and
$49,394 respectively, using the Black-Scholes pricing model. The following assumptions
were used: risk-free rate — 3.98%; expected volatility — 80%; dividend yield — Nil; and
an expected life of one year.

Stock options

At August 31, 2007, the following stock options were outstanding and exercisable:

Number of Exercise
Date of Grant Shares Price Expiry date
September 29, 2003 469,000 $0.60 September 29, 2008
February 6, 2004 150,000 0.50 February 6, 2009
September 3, 2004 780,000 0.38 September 3, 2009
March 2, 2005 1,393,000 0.45 March 2, 2010
May 16, 2005 190,000 0.33 May 16, 2010
March 21, 2006 4,206,500 0.21 March 21, 2010
May 1, 2006 250,000 0.34 May 1, 2011
May 1, 2006 500,000 0.35 May 1, 2011
October 25, 2006 2,050,000 0.42 October 25, 2011
October 25, 2006 50,000 0.50 October 25, 2011
April 19,2007 150,000 0.53 April 19,2012
June 27, 2007 1,876,000 0.41 June 27, 2012
12,064,500
Weighted-average
Shares exercise price
Outstanding, November 30, 2006 10,475,100 $ 0.34
Granted 2,026,000 0.42
Exercised (100,000) 0.21
Cancelled/expired (336,600) 0.51
12,064,500 $ 0.35

At August 31, 2007, the average remaining contractual life was 3.52 years (November
30, 2006 — 3.90 years).
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SHARE CAPITAL (continued)

(d)

Stock based compensation of $37,188 was calculated for the 150,000 options granted on
April 19, 2007 and $533,106 was calculated for the 1,876,000 options granted on June
27, 2007. Due to vesting provisions on the 150,000 option grant, $13,939 has been
included in stock based compensation for a total of $547,045 for the nine months ended
August 31, 2007 and added to contributed surplus in shareholder’s equity on the balance
sheet. The remaining $23,249 will be added in future periods, as the options vest.

The fair value of stock options is estimated using the Black-Scholes option pricing model
with the following assumptions:

Risk free interest rate 4.16 —4.64%
Annual dividends Nil
Expected stock volatility 74 — 84%
Expected life 3 years

Contributed Surplus

Balance, November 30, 2006 $ 1,883,587
Fair value of warrants issued during the nine months ended August 31, 2007 318,751
Fair value of options granted and vested — April 2007 option grant 13,939
Fair value of options granted and vested — June 2007 option grant 533,106
Fair value of options exercised during the nine months ended August 31, 2007 (9,825)
Balance, August 31, 2007 $ 2,739,558

RELATED PARTY TRANSACTIONS

These transactions were in the normal course of operations and were measured at the exchange
amount.

(a)

Related party transactions with a director and companies controlled by directors for the
nine months ended August 31, 2007:

August 31, 2007 August 31, 2006

Consulting fees

Roger’s Drilling Services Inc. (“RDS”) $ 106,500 $ 84,000
DRW Geological Consultants Ltd.(“DRW?”) 115,500 93,000
$ 207,000 $ 177,000

An amount of $107,100 has been recorded as consulting fees; the balance of fees relating
to RDS and DRW have been charged to exploration properties for time spent managing
operations, administration and review of properties.

Page 11

(' 2



Development Corp

= PR PO AR A | &
[ hird Quarter Repo

RELATED PARTY TRANSACTIONS (continued)

(b)

(c)

(d)

(e)

The following transactions were also included in the financial statements for the nine
months ended August 31, 2007:

. An amount of $54,000 (at August 31, 2006: $45,000) was paid in consulting fees
to the Chief Financial Officer of the Company.

. An amount of $73,338 (at August 31, 2006: $86,461) was paid in legal fees to a
legal firm of which a partner is an officer of the Company.

. An advance net smelter royalty payment of $22,200 (US$20,000) was paid to the
President and Chief Executive Officer of the Company in accordance with a net
smelter return royalty agreement on the Yellowknife Gold Project (see Note

6(a)).

Of the 3,650,000 units issued on December 21, 2006 at a price of $0.55 per unit, David
R. Webb, President and Chief Executive Officer of the Company, purchased 50,000
units.

Directors’ fees (included in salaries and benefits) are as follows:

August 31, 2007 August 31, 2006
Dave Nickerson $ 9,500 $ 9,000
William D. Burton 9,875 9,000
Denis M. Taschuk 10,250 9,000
$ 29,625 $ 27,000

Included in accounts payable and accrued liabilities are the following balances with
directors and companies controlled by directors:

August 31, 2007 August 31, 2006

Roger Sylvestre $ 1,658 $ -
Roger’s Drilling Services Inc. 11,000 -
DRW Geological Consultants Ltd. 12,000 29,778
$ 24,658 $ 29,778
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10. INVESTOR RELATIONS
August 31, 2007 August 31, 2006
Advertising $ 34,312 $ 9,695
Annual general meeting 33,915 33,714
Consultants’ fees and expenses 78,998 31,573
Courier and postage 598 862
Materials 18,209 4,186
Meals and entertainment 14,495 11,323
News releases 10,540 1,623
Shows and conventions 68,712 50,525
Subscriptions and dues 1,156 3,582
Telephone 3,895 5,296
Travel 96,216 31,449
$ 361,046 $ 183,828
11. COMMITMENTS
(a) The Company entered into a lease agreement for head office premises for a term of five
years ending May 31, 2006. On June 1, 2005, the Company renewed and amended the
lease agreement for a further term of three years ending May 31, 2009. The aggregate
minimum future annual rentals under the lease for years ended November 30, including
utilities, are as follows:
2007 13,749
2008 54,996
2009 54,996
(b) Annual lease payments of $15,650 are required to keep the Company’s mining properties
for the Yellowknife Gold Project in good standing.
(©) A non-refundable advance net smelter royalty of US$20,000 is payable yearly, as
described in Note 6(a) and 9(b).
(d) Future share issuances are required in accordance with the BigSky property option
agreement (Note 6(c)).
(e) Future share issuances are required in accordance with the Goodwin Lake property option

agreement (Note 6(d)).
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GUARANTEES
Guarantees the Company has provided to third parties are as follows:

(a) The company entered into indemnity agreements with its directors/officers. Under the
agreements, the Company will indemnify and save harmless the indemnitee from and
against any and all claims, proceedings, whether civil, criminal, quasi-criminal or
administrative, of every nature and kind whatsoever made or brought at any time against
the indemnitee by reason that the indemnitee is or was a director of the Company or a
subsidiary provided that, at all relevant times, the indemnitee acted honestly and in good
faith with a view to the best interests of the Company and, in the case of a criminal or
administrative action or proceeding, had reasonable grounds for believing that the
indemnitee’s conduct was lawful.

(b) The Company also entered into flow through subscription agreements with subscribers in
which the Company agreed to indemnify and save the subscriber harmless for the full
amount of any additional tax payable by the subscriber under the Income Tax Act or the
laws of any province of Canada as a consequence of any failure of the Company to
renounce an amount to the subscriber as required under the agreement.

SUBSEQUENT EVENTS

On September 5, 2007, the Company issued 4,788,334 flow through shares at $0.45 per flow
through share for gross proceeds of $2,154,750. A cash fee of 7% was paid to the brokerage
firm. TSX Venture Exchange acceptance was received on September 10, 2007.

On September 10, 2007, the Company issued 4,762,000 common shares at $0.42 per common
share for gross proceeds of $2,000,040. The Company paid the broker a cash fee equal to 5% of
the proceeds of the sale of the shares. TSX Venture Exchange acceptance was received on
September 14, 2007.

On October 1, 2007, the Company issued 188,500 flow through shares at $0.45 per flow through
share for gross proceeds of $84,825. The Company received TSX Venture acceptance on
September 28, 2007. Mr. Roger Sylvestre, Executive Vice-President and Mr. Lorne Anderson,
Chief Financial Officer of the Company participated in this private placement for 33,300 and
45,000 flow through shares, respectively.

On October 11, 2007, 150,000 options were exercised at $0.21.

On October 19, 2007, the Company issued 25,000 shares which were payable on or before
November 14, 2007, in accordance with the Goodwin Lake Property option agreement.
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