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SILVER SPRUCE RESOURCES INC.

Unaudited Consolidated Financial Statements
For the three months ended January 31, 2008 and 2007

Notice of No Auditor Review of Interim Financial Statements

Under National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed a review
of the interim consolidated financial statements, they must be accompanied by a notice indicating that the
consolidated financial statements have not been reviewed by an auditor.

The accompanying unaudited interim consolidated financials statements of the Company have been
prepared by and are the responsibility of the Company’s management.

The Company’s independent auditor has not performed a review of these consolidated financial

statements in accordance with standards established by the Canadian Institute of Chartered Accountants
for a review of interim consolidated financial statements by an entity’s auditor.

Halifax, Nova Scotia
March 28, 2008
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SILVER SPRUCE RESOURCES INC.

Consolidated Balance Sheets
As at January 31, 2008 and 2007

January 31 October 31
2008 2007
(unaudited)
$ $
ASSETS
Current
Cash and cash equivalents 9,779,549 3,454,080
Short-term investments 3,013,118 -
Due from joint venture partner 1,309,293 + 1,479,362
HST and other receivables 644,142 899,532
Refundable staking deposits 239,550 290,650
Prepaid expenses 133,209 29,735
15,118,861 6,153,359
Mineral properties (Notes 6 and 9) 6,835,270 5,503,068
Capital assets (Note 7) 199,012 179,071
Investments 85,000 155,250
22,238,143 11,990,748
LIABILITIES
Current
Accounts payable and accrued liabilities 1,009,039 841,792
Current portion of long-term debt (Note §) 8,964 8,964
1,018,003 850,756
Long-term debt (Note 8) 21,664 23,905
1,039,667 874,661
SHAREHOLDERS' EQUITY
Share capital (Note 10) 22,272,678 12,019,708
Warrants (Note 11) 1,647,849 1,551,799
Contributed surplus (Note 13) 2,999,725 2,858,556
Deficit (5,721,776) (5,313,976)
21,198,476 11,116,087
22,238,143 11,990,748

Nature of operations and going concern (Note 1)
Commitments and Contingencies ( Notes 6, 9, 16)

APPROVED BY THE BOARD OF DIRECTORS

Director

" Director

See accompanying notes to the consolidated financial statements
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SILVER SPRUCE RESOURCES INC.

Consolidated Statements of Loss and Deficit
Three months ended January 31

(Unaudited)
2008 2007
$ $

Revenue

Management fees 65,154 32,592

Interest income 134,989 35,876

200,143 68,468

Expenses

Abandonment of mineral properties (Note 6) 304,044 -

Accounting and audit - 2,000

Amortization 11,338 4,796

Consulting fees 22,890 10,500

Corporate relations 4,902 9,791

Legal 41,643 18,770

Listing and filing fees 5,273 3,397

Management fees 22,675 24,900

Office and general 84,225 29,663

Stock-based compensation - 140,974

Travel 10,176 13,165

Unrealized loss in market value of investments 70,250 -

Wages and benefits 30,527 4,263

607,943 262,219

Loss before income taxes (407,800) (193,751)
Income taxes (recovery) - (180,200)
Loss for the year (407,800) (13,551)
Deficit, beginning of year 5,313,976 2,059,429
Deficit, end of year 5,721,776 2,072,980
Net loss per share - basic and diluted (0.01) -
Weighted average number of shares

outstanding - basic and diluted 45,303,249 11,430,064

See accompanying notes to the consolidated financial statements
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SILVER SPRUCE RESOURCES INC.

Consolidated Statements of Cash Flows
Three months ended January 31

(Unaudited)
2008 2007
$ 3
OPERATING ACTIVITIES
Net loss (407,800) (13,551)
Items not involving cash:
Abandonment of mineral properties (Note 6) 304,044 -
Amortization 11,338 4,796
Non-cash interest on short-term investments (13,118) -
Recovery of future income taxes - (180,200)
Stock-based compensation ‘ - 140,974
Unrealized loss in market value of investments 70,250 -
(35,286) (47,981)
Changes in non-cash working capital
(Increase) in prepaid expenses (103,474) (80,123)
Decrease in HST and other receivables 255,390 160,537
Decrease (increase) in due from partner 170,069 (3,236)
Increase in accounts payable and accrued liabilities 167,248 34,217
Change in non-cash operating working capital 489,233 111,395
453,947 63,414
FINANCING ACTIVITIES
Proceeds from issuance of shares and warrants 6,325,000 500,500
Proceeds from exercise of warrants and options 4,585,117 76,875
Share issue costs (419,928) (16,880)
Repayments of long-term debt (2,241) (2,241)
10,487,948 558,254
INVESTING ACTIVITIES
Acquisition of short-term investments (3,000,000) -
Mineral properties expenditures - net . . (1,636,248) (49,948)
Purchase of capital assets (31,278) (74,069)
Refund of refundable staking deposits 78,300 -
Purchase of refundable staking deposit (27,200) -
(4,616,426) (124,017)
Increase in cash and cash equivalents 6,325,469 497,650
Cash and cash equivalents, beginning of period 3,454,080 3,564,064
Cash and cash equivalents, end of period 9,779,549 4,061,714

Supplemental cash flow information (See Note 15)

See accompanying notes to the consolidated financial statements
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SILVER SPRUCE RESOURCES INC.

Notes to the Consolidated Financial Statements
For the three months ended January 31, 2008 and 2007
(Unaudited)

1. NATURE OF OPERATIONS AND GOING CONCERN

Silver Spruce Resources Inc. (the “Company”) was incorporated in Alberta on May 8, 1996 under the
name First Labrador Acquisitions Inc. The Company changed its name to Silver Spruce Resources
Inc. on October 22, 2004. The Company's business is exploration for precious and base minerals.

There has been no determination whether the Company's interest in mineral properties held
for exploration contains reserves which are economically recoverable. To date, the Company has
earned no revenues and is considered to be in the development stage.

The Company has a mining asset located outside of Canada and is subject to the risk of foreign
investment, including increases in taxes and royalties, renegotiation of contracts and currency
exchange fluctuations and restrictions.

Management has estimated that the Company will have adequate funds from existing working capital
to meet its corporate, administrative and property obligations for the coming year. The financial
statements were prepared using accounting principles applicable to a going concern, which assumes
the Company will continue in operation for a reasonable period of time and will be able to realize its
assets and discharge its liabilities in the normal course of operation.

The recoverability of the amounts shown for mineral properties and related deferred costs is
dependent upon the existence of economically recoverable reserves, securing and maintaining title
and beneficial interest in the properties, the ability of the Company to obtain necessary financing to
complete the development, and upon future profitable production. The amounts shown as mineral
properties represent net costs to date and do not necessarily represent present or future values.

Although the Company has taken steps to verify title to mineral properties in which it has an interest,
in accordance with industry standards for the current stage of exploration of such properties, these
procedures do not guarantee the Company’s title. Property title may be subject to unregistered prior
agreements or transfers and may be affected by undetected defects.

2. SUMMARY OF ACCOUNTING POLICIES

The interim unaudited consolidated financial statements of Silver Spruce Resources Inc. have been
prepared in accordance with the accounting principles and methods of application disclosed in the
audited consolidated financial statements for the year ended October 31, 2007, except as disclosed in
Note 3.

These unaudited consolidated financial statements include all adjustments that are, in the opinion of
management, necessary for fair presentation. These unaudited consolidated financial statements do not
include all the disclosures required by Canadian generally accepted accounting principles for annual
financial statements and, accordingly, the financial statements should be read in conjunction with the
Company’s consolidated financial statements and notes thereto for the year ended October 31, 2007.
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SILVER SPRUCE RESOURCES INC.

Notes to the Consolidated Financial Statements
For the three months ended January 31, 2008 and 2007
(Unaudited)

2.

SUMMARY OF ACCOUNTING POLICIES (continued)
Financial instruments

Effective November 1, 2006, the Company adopted the recommendations of the following sections
of the Canadian Institute of Chartered Accountants Handbook (“CICA Handbook™): Section 1530,
Comprehensive Income, Section 3251, Equity, Section 3855, Financial Instruments - Recognition
and Measurement, and Section 3861, Financial Instruments - Dislosure and Presentation. These new
sections provide statements for classification and measurement of financial assets, financial
liabilities and derivatives.

All financial instruments are classified into one of the following five categories: held-for-trading
assets or liabilities, held-to-maturity investments, loans and receivables, available-for-sale financial
assets or other financial liabilities. Held-for-trading financial instruments are measured at fair value
and all gains and losses are included in net income in the period in which they arise. Available-for-
sale financial instruments are measured at fair value with revaluation gains and losses included in
accumulated other comprehensive income until the instruments are derecognized or impaired. Loans
and receivables, investments held-to-maturity and other financial liabilities are measured at
amortized cost using the effective interest method.

The Company has made the following classifications:

Cash and cash equivalents Held-for-trading
Short-term investments Held-for-trading

Due from joint venture partner Loans and receivables
HST and other receivables Loans and receivables
Refundable security deposits Loans and receivables
Investments : _ Held-for-trading
Accounts payable and accrued liabilities Other financial liabilities
Long-term debt ' Other financial liabilities

Transaction costs are expensed as incurred for financial instruments classified as held-for-trading.
For other financial instruments, transaction costs are expensed on initial recognition.

The Company adopted the new standards retrospectively without restatement. There was no material
effect as a result of this change in policy.

CHANGE IN ACCOUNTING POLICY

On December 1, 2006, the CICA issued three new accounting standards: Capital Disclosures
(Handbook Section 1535), Financial Instruments — Disclosures (Handbook Section 3862), and
Financial Instruments — Presentation (Handbook Section 3863). These new standards became
effective for the Company on November 1, 2007.

Capital Disclosures

Handbook Section 1535 specifies the disclosure of (i) an entity’s objectives, policies and processes
for managing capital; (i) quantitative data about what the entity regards as capital; (iii) whether the
entity has complied with any capital requirements; and (iv) if it has not complied, the consequences
of such noncompliance. The Company has included disclosures recommended by the new
Handbook section in Note 4 to these interim financial statements.

Page 6 0f 20



SILVER SPRUCE RESOURCES INC.

Notes to the Consolidated Financial Statements
For the three months ended January 31, 2008 and 2007
(Unaudited)

3. CHANGE IN ACCOUNTING POLICY (continued)
Financial Instruments

Handbook Sections 3862 and 3863 replace Handbook Section 3861, Financial Instruments —
Disclosure and Presentation, revising and enhancing its disclosure requirements, and carrying
forward unchanged its presentation requirements. These new sections place increased emphasis on
disclosures about the nature and extent of risks arising from financial instruments and how the entity
manages those risks. The Company has included disclosures recommended by the new Handbook
section in Note 5 to these interim financial statements.

4. CAPITAL MANAGEMENT

The capital structure of the Company currently consists of common shares, flow through common
shares and warrants. The Company’s objective when managing capital is to maintain adequate levels
of funding to support the acquisition, exploration and development of mineral properties. The
Company manages its capital structure in a manner that provides sufficient funding for operational
activities.

The properties in which the Company currently has an interest are in the exploration stage; 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. Funds are primarily secured through equity capital
raised by way of private placements. There can be no assurances that the Company will be able to
continue raising equity capital in this manner. The Company invests all capital that is surplus to its
immediate operational needs in short-term, liquid and highly rated financial instruments, such as
cash and other short-term guaranteed deposits, all held with major Canadian financial institutions.

Management reviews its capital management approach on an ongoing basis and believes that this
approach, given the relative size of the Company, is reasonable.

5. FINANCIAL RISK FACTORS

A summary of the Company’s risk exposures as it relates to financial instruments are reflected
below:

(a) Credit risk

The Company's credit risk is primarily attributable to cash and cash equivalents, short-term
investments, HST and other receivables, and due from joint venture partner. The Company’s cash
and cash equivalents are held with a highly rated Canadian financial institution. Short-term
investments consist of short-term guaranteed investments, which have been invested with reputable
financial institutions, from which management believes the risk of loss to be remote.

Financial instruments included in HST and other receivables consist of harmonized sales tax due
from the Federal Government of Canada. The Company is exposed to credit risk with respect to
uncertainties as to the timing and amount of collectibility of due from joint venture partner. The due
from joint venture partner is subject to mutual audit and adjustment. The Company mitigates credit
risk through the ability to dilute the payee’s interest in a specific mineral property project from
which the receivable arose.
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SILVER SPRUCE RESOURCES INC.

Notes to the Consolidated Financial Statements
For the three months ended January 31, 2008 and 2007
(Unaudited)

S. FINANCIAL RISK FACTORS (continued)
(b) Market risk

Interest rate risk

The Company had approximately $9.8 million in cash and cash equivalents and $3.0 million in short-
term investments at the end of January 31, 2008 (October 31, 2007 - $3,454,080 and nil) and does
not have any interest-bearing debt. The Company invests cash surplus to its operational needs in
investment-grade short-term deposit certificates issued by highly rated Canadian banks. At January
31, 2008 $12.1 million bankers acceptances, discount notes and guaranteed investment certificates
carried interest rates of 3.95% - 4.59% (October 31, 2007 —nil). The Company periodically assesses
the quality of its investments and is satisfied with the credit rating of the bank and the investment
grade of its short-term deposit certificates.

Foreign currency risk

The Company's functional currency is the Canadian dollar and major purchases are transacted in
Canadian dollars. The Company funds certain operations, exploration and administrative expenses in
Mexico on a cash call basis using US dollar currency converted from its Canadian dollar bank
accounts held in Canada. Management believes the foreign exchange risk derived from currency
conversions is negligible and therefore does not hedge its foreign exchange risk.

Price risk
The Company is exposed to price risk with respect to commodity prices. The Company closely
monitors commodity prices to determine the appropriate course of action to be taken by the
Company.

¢) Fair Value

The carrying amounts for cash, due from joint venture partner, HST and other receivables, refundable
staking deposits, prepaid expenses, and accounts payable and accrued liabilities on the balance sheets
approximate fair value due to their short-term maturity. The fair value of long-term debt approximates
its carrying value. The fair value of investments in entities listed on the TSX Venture Exchange
(Bayswater Uranium Corporation and Forest Gate Resources Inc.) is based on quoted market prices.
The fair value of the investment in a private entity (High Tide Resources Inc.) can not be reasonably
determined at this time.

d) Sensitivity analysis
The majority of the Company’s cash and cash equivalents and short term investments are at fixed
interest rates within the next three to twelve months. Sensitivity to a plus or minus 1% change in

rates would not have a significant effect on the Company’s net loss.

The Company does not have any financial instrument balances denominated in foreign currencies to
give rise to exposure to foreign exchange risk.

A plus or minus 10% change in the market price of the Bayswater and Forest Gate shares would
affect the Company’s net loss by $8,500.
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SILVER SPRUCE RESOURCES INC.

Notes to the Consolidated Financial Statements
For the three months ended January 31, 2008 and 2007
(Unaudited)

6. MINERAL PROPERTIES

January 31, 2008

Option
payments
Opening  Additions received Write-offs Closing
$ $ $ § $

Uranium

Central Mineral Belt 1,607,761 574,916 - - 2,182,677

Seal Lake 57,188 3,059 - - 60,247

Double Mer 229,287 14,013 (50,000) - 193,300

Straits 415,352 2,860 - - 418,212

Snegamook 466,980 289,696 - - 756,676

Mount Benedict 1,186,789 695,947 - - 1,882,736

Makkovik 90,928 - - - 90,928

Tukialuk - 1,000 - - 1,000

Hudson Bay 621,271 24,789 - - 646,060
Gold and Base Metals

Mother Lode 302,745 1,299 - (304,044) -

Central Newfoundland 58,442 34,759 - - 93,201

Centauro 455,029 39,131 - - 494,160
General Exploration 11,296 4,777 - - 16,073

5,503,068 1,686,246 (50,000) (304,044) 6,835,270
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SILVER SPRUCE RESOURCES INC.

Notes to the Consolidated Financial Statements
For the three months ended January 31, 2008 and 2007
(Unaudited)

6. MINERAL PROPERTIES (continued)

October 31, 2007
Option
: payments
Opening  Additions received Write-offs Closing
Uranium
Central Mineral Belt 34,984 1,713,777  (141,000) - 1,607,761
Seal Lake 50,847 6,341 - - 57,188
Double Mer 164,463 64,824 - - 229,287
Straits 135,578 279,774 - - 415,352
Snegamook 13,689 453,291 - - 466,980
Mount Benedict 245,830 940,959 - - 1,186,789
Makkovik 2,000 88,928 - - 90,928
Tukialuk - - - - -
Hudson Bay - 621,271 - - 621,271
Gold and Base Metals
Mother Lode 302,745 213,514 - (213,514 302,745
Central Newfoundland - 58,442 - - 58,442
Centauro - 455,029 - - 455,029
General Exploration 8,291 3,005 - - 11,296
958,427 4,899,155  (141,000) (213,514) 5,503,068
Uranium
a) Central Mineral Belt (“CMB”)/ Seal Lake Properties

b)

The Company has certain claims that are located in the CMB and Seal Lake areas of Labrador.
The Company’s joint venture partner, Universal Uranium Ltd. (“UUL”), has eamned a 60%
interest in the CMB/Seal Lake joint venture, with the exception of the claims discussed in Note
9, by having spent $2 million since the signing of the agreement in the spring of 2006.

Double Mer Property

On February 28, 2006, the Company entered into an option and royalty agreement on the Double
Mer Property in the province of Newfoundland and Labrador. Terms of the agreement are as
follows: $12,000 upon execution of the agreement (paid) and $12,000 on each of February 28,
2007 (paid) and February 28, 2008. In addition, a 1% Net Smelter Royalty (“NSR”) is payable
derived from commercial production from the property. At any time during the agreement if the
Company terminates the agreement, the claims described will be transferred back to the optionee
at no cost to the Company. Any unpaid monies will be forfeited. The Double Mer property is
subject to an earn-in agreement as discussed in Note 9.
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