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To the Shareholders of Aura Minerals Inc.

We have audited the accompanying consolidated financial statements of Aura Minerals Inc. (the “Company”)
and its subsidiaries, which comprise the consolidated balance sheets as at December 31, 2010 and 2009 and
the consolidated statements of operations and comprehensive loss, shareholders’ equity, and cash flows for
the years then ended, and the related notes including a summary of significant accounting policies.

Management'’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Canadian generally accepted accounting principles, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Aura Minerals Inc. and its subsidiaries as at December 31, 2010 and December 31, 2009 and the
results of its operations and its cash flows for the years then ended in accordance with Canadian generally
accepted accounting principles.

Signed “PricewaterhouseCoopers LLP”
Chartered Accountants

March 30, 2011
Vancouver, British Columbia

“PricewaterhouseCoopers” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership, which is a member firm of
PricewaterhouseCoopers International Limited, each member firm of which is a separate legal entity.



Aura Minerals Inc.

Consolidated Balance Sheets
As at December 31, 2010 and 2009

Expressed in thousands of United States dollars

December 31,

December 31,

2010 2009
ASSETS
Current
Cash and cash equivalents (note 6) S 36,477 S 36,978
Accounts receivable (note 7) 11,393 3,525
Inventory (note 8) 47,227 12,468
Prepaid expenses and other current assets (note 9) 10,595 3,696
105,692 56,667
Other non-current assets (note 10) 7,990 2,479
Deferred transaction costs (note 3(a)) - 1,000
Restricted cash (note 4) - 56,866
Property, plant and equipment (notes 11, 13) 348,440 182,627
Goodwill (notes 4, 13) 18,214 -
Resource properties (note 12) 14,427 14,427
Future income tax assets (note 16) 9,094 1,672
S 503,857 $ 315,738
LIABILITIES
Current
Accounts payable and accrued liabilities (note 14) S 32,443 S 16,141
Current portion of promissory notes payable (note 15) 23,048 -
55,491 16,141
Promissory notes payable (note 15) 41,199 25,800
Future income tax liabilities (note 16) 36,204 34,793
Asset retirement obligations (note 17) 30,034 4,578
Deferred purchase consideration payable (note 4) 22,312 -
Other long-term liabilities (note 26(c)) 5,408 3,264
190,648 84,576
SHAREHOLDERS' EQUITY
Capital stock (note 18) 468,604 339,693
Contributed surplus 43,832 35,780
Accumulated other comprehensive loss (19,403) (21,535)
Deficit (179,824) (122,776)
313,209 231,162
S 503,857 $ 315,738

Contingencies and commitments (notes 4, 5, 12 and 26)
Subsequent events (notes 1, 27)

The accompanying notes form an integral part of these consolidated financial statements.

Approved on behalf of the Board of Directors:

“Elizabeth Martin”

Elizabeth Martin, Director

“Patrick Downey”

Patrick Downey, Director

CONSOLIDATED BALANCE SHEETS
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Aura Minerals Inc.

Consolidated Statements of Operations and Comprehensive Loss

For the year ended December 31, 2010 and 2009

Expressed in thousands of United States dollars, except per share data

December 31,

December 31,

2010 2009
Sales (note 25) 163,652 S 26,491
Mine operating expenses 117,717 18,164
Depletion, amortization and accretion 22,332 3,060
Net smelter return royalties 221 135
140,270 21,359
Mine operating profit 23,382 5,132
Other expenses
Stock-based compensation (note 18(g)) 11,456 4,586
Cost of operations in care and maintenance - 1,664
Exploration expenses (note 19) 24,157 10,699
General and administrative 14,637 7,753
Transaction costs (note 3(a)) 2,335 -
Amortization and accretion 2,051 367
Impairment charge - Sao Vicente Mine (note 13) 24,276 -
Impairment charge - resource properties (note 12) 681 8,167
Operating loss 56,211 28,104
Interest expense 1,898 319
Other income (3,411) (781)
Realized loss on derivatives - 1,777
Foreign exchange (gain) loss (3,369) 1,175
Loss before income taxes 51,329 30,594
Income tax expense (note 16) 5,719 743
Net loss for the year 57,048 S 31,337
Other comprehensive loss
Net gain on change in reporting currency (note 3(a)) - (11,560)
Gain on fair value of effective hedges, net of tax (note 21) (2,132) —
Comprehensive loss for the year 54,916 $ 19,777
Per share information:
Weighted average number of common
shares outstanding 200,249,555 137,672,624
Basic and diluted net loss per share 0.28 S 0.23

The accompanying notes form an integral part of these consolidated financial statements.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
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Aura Minerals Inc.

Consolidated Statements of Shareholders’ Equity
For the years ended December 31, 2010 and 2009

Expressed in thousands of United States dollars, except share amounts

Accumulated

other
Capital Stock Contributed comprehensive
Shares Amount Surplus loss Deficit Total
At December 31,2008 117,903,186 $ 211,173 $ 29,704 S (33,095) § (91,439) $ 116,343
Private placement (note 18(c)) 45,499,997 115,238 - - - 115,238
Shares issued as consideration for San
Andres Acquisition (note 5) 8,084,728 19,583 - - - 19,583
Exercise of options for cash (note 18(f)) 1,064,083 1,153 - - - 1,153
Exercise of options - fair value - 590 (590) - - -
Exercise of brokers warrants for cash (note 18(e)) 1,500 4 - - - 4
Exercise of brokers warrants - fair value - 3 (3) - - -
Issuance of shares on property option payment 80,000 64 - - - 64
Stock based compensation - - 3,605 - - 3,605
Warrants issued as financing fee (note 18(c)) - - 4,227 - - 4,227
Contingently returnable shares related to
executive incentive (note 18(d)) - - 981 - - 981
Release of contingently returnable shares
from escrow (note 18(d)) 700,000 2,144 (2,144) - - -
Shareissue costs - (10,259) - - - (10,259)
Gain on change in reporting currency (note 3(a)) - - - 11,560 - 11,560
Net loss for the year — — — — (31,337) (31,337)
At December 31, 2009 173,333,494 $ 339693 $ 35,780 S (21,535) $ (122,776) $ 231,162
Public offering (note 18(b)) 18,000,000 70,476 - - - 70,476
Shares issued as consideration for the
Brazilian Mines Acquisition (note 4) 13,859,533 53,760 - - - 53,760
Exercise of options for cash (note 18(f)) 798,653 1,025 - - - 1,025
Exercise of options - fair value - 456 (456) - - -
Exercise of brokers warrants for cash (note 18(e)) 1,586,758 4,244 - - - 4,244
Exercise of brokers warrants - fair value - 2,948 (2,948) - - -
Stock based compensation (note 18(g)) - - 11,456 - - 11,456
Shareissue costs (note 18(b)) - (3,998) - - - (3,998)
Gain on fair value of effective hedges, net of tax - - - 2,132 - 2,132
Net loss for the year — — — — (57,048) (57,048)
At December 31,2010 207,578,438 S 468,604 $ 43,832 $ (19,403) $ (179,824) $ 313,209

The accompanying notes form an integral part of these consolidated financial statements.

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
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Aura Minerals Inc.

Consolidated Statements of Cash Flows
For the years ended December 31, 2010 and 2009

Expressed in thousands of United States dollars

December 31,

December 31,

2010 2009
Operating activities
Net loss for the year (57,048) (31,337)
Items not affecting cash (note 20(a)) 58,520 14,498
Changes in non-cash working capital (note 20(b)) (4,786) 4,036
Other assets (6,528) -
Reclamation expenditures (note 17) (159) (281)
(10,001) (13,084)
Investing activities
Resource property acquisition (681) -
Deferred transaction costs - (1,000)
Acquisition of marketable securities (586) (1,124)
Proceeds on sale of marketable securities 1,767 -
Transfer of funds from (to) restricted cash 56,866 (56,866)
Proceeds from property option payment (note 12(b)) - 3,000
Purchase of property, plant and equipment (70,149) (8,278)
Acquisition of the San Andres Mine, net of cash acquired (note 5) - (35,290)
Acquisition of the Brazilian Mines (note 4) (49,464) -
(62,247) (99,558)
Financing activities
Proceeds received from financings (notes 18(b) and (c)),
net of shareissue costs 66,478 109,206
Proceeds on exercise of options 1,025 1,153
Proceeds on exercise of warrants 4,244 4
71,747 110,363
Decrease in cash and cash equivalents (501) (2,279)
Effect of exchange rate changes on cash and cash equivalents - 6,559
Cash and cash equivalents, beginning of the year 36,978 32,698
Cash and cash equivalents, end of the year 36,477 S 36,978
Supplementary cash flow information (note 20(c))
The accompanying notes form an integral part of these consolidated financial statements.
CONSOLIDATED STATEMENTS OF CASH FLOWS PAGE 5



Aura Minerals Inc.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2010 and 2009

Expressed in United States dollars, except where otherwise noted. Tables are expressed in thousands of United States dollars, except were otherwise noted.

1

NATURE OF OPERATIONS

Aura Minerals Inc. (“Aura Minerals” or the “Company”) is a Canadian mining company focused on the acquisition,
exploration, development and operation of mining properties in the Americas.

On April 30, 2010, the Company completed the acquisition (the “Brazilian Mines Acquisition”) of the producing Sao
Vicente and Sao Francisco gold mines in Brazil (collectively, the “Brazilian Mines”), which is further described in note 4.
The Company consolidated the results of operations of the Brazilian Mines commencing on May 1, 2010, the day
following the Brazilian Mines Acquisition.

On August 25, 2009, the Company completed the acquisition (the “San Andres Acquisition”) of the shares of San Andres
(Belize) Limited (“SAB”) and RNC (Honduras) Limited (“RNC”) (note 5). RNC and SAB together own 100% of the shares
of Minerales de Occidente S.A. de C.V. (“Minosa”), which owns and operates the producing San Andres gold mine in
Honduras (the “San Andres Mine”). The Company consolidated the results of operations of the San Andres Mine
commencing on August 26, 2009, the day following the San Andres Acquisition.

In June 2008, the Company completed the acquisition of a 100% interest in all of the mining concessions, plant, surface
and water rights and other assets relating to the copper-gold-silver Aranzazu mine in Zacatecas, Mexico (the “Aranzazu
Mine”). The Aranazazu Mine was placed in care and maintenance in the fourth quarter of 2008, and on February 9,
2011 the Company announced that it had declared commercial production at the Aranzazu Mine, effective February 1,
2011.

In July 2007, the Company closed the acquisition of the feasibility-stage copper, gold and iron ore Arapiraca project in
Brazil (the “Arapiraca Project”).

The Company is in the business of exploring for and mining minerals which by its nature involves a high degree of risk.
There can be no assurance that current exploration or development programs will result in profitable mining
operations. The recoverability of the carrying value of the mineral properties and the Company’s continued existence is
dependent upon the preservation of its interest in the underlying properties, the discovery of economically recoverable
reserves, the achievement of profitable operations, and the ability of the Company to obtain financing or, alternatively,
upon the Company’s ability to dispose of its interests on an advantageous basis. All of the Company’s mineral and
resource properties are located outside of Canada and are subject to the risks normally associated with foreign
investment, including increases in taxes and royalties, renegotiation of contracts, currency exchange fluctuations and
political uncertainty.

SIGNIFICANT ACCOUNTING POLICIES
a) Basis of presentation

These consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles (“Canadian GAAP”) and include the accounts of the Company and its direct and indirect
wholly-owned subsidiaries. Intercompany balances and transactions have been eliminated on consolidation.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS PAGE 6



Aura Minerals Inc.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2010 and 2009

Expressed in United States dollars, except where otherwise noted. Tables are expressed in thousands of United States dollars, except were otherwise noted.

2

SIGNIFICANT ACCOUNTING POLICIES (continued)

b)

<)

d)

e)

Use of estimates and measurement uncertainty

The preparation of financial statements in conformity with Canadian GAAP requires management to make
estimates and assumptions that affect the amounts reported and disclosed in the financial statements and related
notes. Significant areas requiring the use of estimates in the preparation of these consolidated financial
statements include the determination of impairment of long-lived assets and goodwill, the valuation of
inventories, the recording of asset retirement obligations, the determination of useful lives of property, plant and
equipment, determination of proven and probable reserves, the allocation of purchase consideration for acquired
assets to the fair values of the identifiable assets and liabilities and the valuation of any related goodwill, the
determination of the fair value of stock-based compensation and other equity transactions, the fair values of
derivatives, and the determination of the valuation allowance with respect to future income tax assets. Actual
results could differ from these estimates.

Foreign currency translation

These consolidated financial statements are measured and expressed in United States dollars (note 3(a)).
Integrated foreign operations are translated using the temporal method, whereby monetary assets and liabilities
are translated at the rates of exchange prevailing at the balance sheet dates and non-monetary items are
translated at historical exchange rates. Revenue and expense items are translated at the average rates of
exchange during the period, and any resulting foreign exchange gains and losses are included in earnings.

Self-sustaining foreign operations are translated at the rates of exchange at the balance sheet date, and revenues,
expenses and cash flows are translated at the average exchange rates for the period. Differences arising from
these foreign currency translations are recorded in other comprehensive loss.

Cash and cash equivalents

Cash and cash equivalents consist of cash on deposit with banks and highly liquid short-term interest bearing
securities with maturities at the date of purchase of three months or less.

Inventory

Product inventory and in-process inventory are valued at the lower of average production cost and net realizable
value. Product inventory consists of finished gold products and metals in concentrate. In-process inventory
represents ore in stockpiles, ore on leach pads, and inventory in-circuit at the Company’s process plants.

Production costs include mining costs, direct labour, operating materials and supplies, applicable haulage and
transportation charges, and an applicable portion of operating overhead, including amortization and depletion.
Net realizable value is the expected difference between the selling price for the finished product less the costs to
get the product into saleable form and to the selling location. Supplies inventory consists of consumable parts and
supplies and is valued at the lower of average cost and net realizable value. Cost represents the delivered price of
the item.

Ore in stockpiles is comprised of ore extracted from the mine and available for further processing. Costs are added
to ore in stockpiles at the current mining cost and are removed at the accumulated average cost per tonne.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS PAGE 7



Aura Minerals Inc.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2010 and 2009

Expressed in United States dollars, except where otherwise noted. Tables are expressed in thousands of United States dollars, except were otherwise noted.

2

SIGNIFICANT ACCOUNTING POLICIES (continued)

e)

f)

Inventory (continued)

Leach pad inventory is comprised of ore that has been extracted from the mine and placed on the heap leach pad
for further processing. Costs are added to leach pad inventory based on current mining costs and are removed
from leach pad inventory as gold ounces are recovered in the plant, based on the average cost per recoverable
ounce on the heap leach pad. The quantity of recoverable gold in process is an engineering estimate which is
based on the expected grade and recovery of gold from the ore placed on the leach pad. The nature of the
leaching process inherently limits the ability to precisely monitor inventory levels. However, the estimate of
recoverable gold placed on the leach pad is reconciled to actual gold production, and the engineering estimates
will be refined based on actual results over time. The ultimate recovery of gold from each heap leach pad will not
be known until the leaching process is concluded.

Property, plant and equipment

Property, plant and equipment is originally recorded at cost at the time of construction, purchase, or acquisition.
Cost includes all costs required to bring the item into its intended use by the Company.

Costs incurred for new construction, mine development, and major overhaul of existing equipment are capitalized
as property, plant and equipment on the balance sheet and are subject to amortization once they are put into use.
The costs of routine maintenance and repairs are expensed as incurred.

Property, plant and equipment is amortized on the basis of its estimated useful life, using the straight-line and
units of production methods.

The following depreciation rates are used by the Company:

Depeciation Depeciation

Major class of assets Method Rate
Vehicles Straight-line 4-5 years
Machinery and equipment Straight-line 4-10 years
Mobile mining equipment Straight-line 4-8 years
Furniture and fixtures Straight-line 4-10 years
Computer equipment and software Straight-line 3-5 years
Leasehold improvements Straight-line Lease term
Buildings Straight-line 4-20 years
Plant Straight-line 4-15 years
Mineral property Units of production

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS PAGE 8



Aura Minerals Inc.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2010 and 2009

Expressed in United States dollars, except where otherwise noted. Tables are expressed in thousands of United States dollars, except were otherwise noted.

2

SIGNIFICANT ACCOUNTING POLICIES (continued)

g)

h)

Resource and mineral properties and exploration costs

Resource properties are those properties for which the Company has not yet determined whether economically
recoverable mineral resources exist. Mineral properties are those properties which the Company estimates
contain economically recoverable mineral resources. All costs related to the acquisition of resource properties and
mineral properties are capitalized. Exploration costs are charged to earnings in the period in which they are
incurred, including general exploration activities carried out on producing mining properties. At the time the
Company determines that a resource property contains economically recoverable mineral resources, the
capitalized costs of the related resource property are reclassified as mineral properties. Mineral property costs are
amortized as operating costs using the units of production method based on estimated recoverable reserves upon
commencement of mining operations. If, after management review, it is determined that the carrying amount of a
resource property or mineral property is impaired, that property is written down to its estimated fair value by a
charge to operations in the period in which the impairment is determined.

The amounts shown for resource properties do not necessarily represent present or future values. Their
recoverability is dependent upon the discovery of economically recoverable mineral reserves and resources, the
ability of the Company to obtain the necessary financing and permitting to complete the development of the
properties, and future profitable production from the disposition of the metals produced from the properties.

At the Company’s open pit mining operations, it is necessary to remove overburden in order to access the ore
body (stripping). During the pre-production phase and during the production period, the stripping costs are
deferred as part of the mineral property to the extent that the costs relate to anticipated future benefits and
represent a betterment. Deferred stripping costs are depleted using the units of production method as the ore
body accessed by the stripping activities is mined. Waste removal, which relates to current production activities
and does not give rise to a future benefit, is accounted for as a production cost in the period in which it is incurred
and is included in the cost of inventory.

Goodwill

Business acquisitions are accounted for using the purchase method, whereby assets and liabilities acquired are
recorded to their fair values as of the date of acquisition and any excess of the purchase price over the fair value is
recorded as goodwill. Goodwill is allocated to reporting units by preparing estimates of the fair value of each
reporting unit and comparing this amount to the fair values of assets and liabilities in the reporting unit. Goodwill
is not amortized.

The Company tests for impairment of goodwill on an annual basis, or as circumstances arise that indicate
impairment, to determine whether the carrying amount of goodwill is recoverable. To accomplish this, the
Company compares the fair values of its reporting units to their carrying amounts. If the carrying value of a
reporting unit exceeds its fair value, the Company compares the implied fair value of the reporting unit’s goodwill
to its carrying amount, and any excess of the carrying value of goodwill over the implied fair value is charged to
operations. Assumptions underlying fair value estimates are subject to significant risks and uncertainties.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS PAGE 9



Aura Minerals Inc.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2010 and 2009

Expressed in United States dollars, except where otherwise noted. Tables are expressed in thousands of United States dollars, except were otherwise noted.

2

SIGNIFICANT ACCOUNTING POLICIES (continued)

i)

i)

Impairment 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. For purposes of recognition and measurement of an impairment loss, a
long-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 assets and liabilities. Estimated future
cash flows for a long-lived asset are calculated using estimated future prices, mineral reserves and resources, and
operation, capital and reclamation costs, where available, on an undiscounted basis. When estimated
undiscounted future cash flows are less than the carrying value, an impairment loss is recognized. Reductions in
the carrying value of a long-lived asset are recorded to the extent that the net book value of the asset exceeds fair
value. Fair value is normally calculated based on discounted estimated future cash flow, however where estimates
of future net cash flows are not available, management assesses whether carrying value can be recovered by
considering alternative methods of determining fair value.

Financial instruments

The Company classifies all financial instruments as either held-to-maturity, available-for-sale, held for trading,
loans and receivables, or other liabilities. Financial assets held to maturity, loans and receivables and financial
liabilities other than those held for trading, are measured at amortized cost. Available-for-sale instruments are
measured at fair value with unrealized gains and losses recognized in other comprehensive income (loss).
Instruments classified as held for trading are measured at fair value with unrealized gains and losses recognized in
the statement of operations and comprehensive loss.

Derivative financial instruments

Derivative financial instruments, including any embedded derivatives, are recognized at fair value on the date of
their inception and are subsequently re-measured at their fair value at each reporting date. Changes in the fair
value of derivative financial instruments are recognized in the statement of operations within “Other expense
(income)” with the exception of derivatives designated as effective cash flow hedges. Derivatives embedded in
non-derivative contracts are recognized separately unless they are closely related to the host contract.

Currency Hedging

The Company may enter into forward currency contracts from time to time to manage its foreign exchange
exposure of the expenditures associated with its international operations. Where such contracts are designated
and qualify as cash flow hedges, the effective portion of changes in the fair value of these derivatives is recognized
as a separate component of other comprehensive loss (income). Such gains and losses on cash flow hedges are
recognized in the statement of operations when the hedged expenditure is recognized in the income statement,
when the hedged item ceases to exist, or when the hedge is determined to be ineffective.

The Company documents at the inception of the transaction the relationship between hedging instruments and
hedged items as well as its risk management objectives and strategy for undertaking various hedging transactions.
The Company also documents its assessment, both at hedge inception and on a quarterly basis, of whether the
derivatives that are used in hedging transactions are highly effective in offsetting changes in cash flows of hedged
items.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS PAGE 10



Aura Minerals Inc.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2010 and 2009

Expressed in United States dollars, except where otherwise noted. Tables are expressed in thousands of United States dollars, except were otherwise noted.

2

SIGNIFICANT ACCOUNTING POLICIES (continued)

k)

m)

n)

Asset retirement obligations

The Company recognizes the fair value of a liability for an asset retirement obligation in the year in which it is
incurred and when a reasonable estimate of the fair value can be made. The carrying amount of the related long-
lived asset is increased by the same amount as the liability, and the carrying amount of the asset is then amortized
over the asset’s useful life using the same amortization basis as the underlying asset.

Changes in the liability for an asset retirement obligation due to the passage of time are measured by applying an
interest method of allocation. The amount is recognized as an increase in the liability and an accretion expense in
the statement of operations. Changes in the fair value of the liability resulting from revisions to the timing or the
amount of the original estimate of undiscounted cash flows are recognized as an increase or a decrease in the
carrying amount of the asset retirement obligation and the related long-lived asset.

Revenue recognition

Revenue from the sales of gold and metals in concentrate is recognized in the financial statements when title to
the product transfers and the rights and obligations of ownership pass to the customer. Incidental revenues from
the sale of silver by-products as part of the Company’s gold sales are classified within cost of sales.

Revenue from the sale of metals in concentrate is recorded in the statement of operations and comprehensive
loss, net of treatment and refining deductions paid to counterparties under terms of the off-take arrangements.
The majority of the Company’s sales of concentrates are sold under pricing arrangements where the final prices
are determined by quoted market prices in a period subsequent to the date of sale. As a result, the estimated
revenue is recorded based on forward metal prices for the expected date of final settlement, resulting in the
existence of an embedded derivative in the accounts receivable. This embedded derivative is recorded at fair
value, with changes in fair value recorded as adjustments to revenue as they occur. These adjustments also reflect
changes in quantities arising from final weight and assay calculations.

Leases

Leases which transfer substantially all of the benefits and risks incidental to the ownership of property are
accounted for as capital leases. Assets under capital lease are originally recorded at the net present value of the
minimum lease payments. All other leases are accounted for as operating leases wherein rental payments are
expensed as incurred.

Stock-based compensation

The Company has a stock option plan, details of which are described in note 18(f). The fair value of stock options is
recognized as compensation expense over their vesting period. The fair value of brokers’ warrants issued in
connection with common share placements is recognized on the date of issue as share issuance costs. On the
exercise of stock options and brokers’ warrants, share capital is credited for consideration received and for fair
value amounts previously credited to contributed surplus. The Company uses the Black-Scholes option pricing
model to estimate the fair value of stock-based compensation.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS PAGE 11



Aura Minerals Inc.

Notes to the Consolidated Financial Statements
For the years ended December 31, 2010 and 2009

Expressed in United States dollars, except where otherwise noted. Tables are expressed in thousands of United States dollars, except were otherwise noted.

2

3

SIGNIFICANT ACCOUNTING POLICIES (continued)

o)

p)

q)

Income taxes

The Company uses the asset and liability method of accounting for income taxes. Under this method of tax
allocation, future income taxes are determined based on the differences between the financial statement carrying
values of assets and liabilities and their respective income tax bases. Future income tax assets and liabilities are
measured using the tax rates expected to be in effect when the temporary differences are expected to reverse.
The effect of a change in tax rates is recorded in the period in which the change is substantively enacted. Future
income tax assets are recognized to the extent that realization of such benefits is considered to be more likely than
not that future income tax assets will be realized.

Comprehensive income (loss)

Comprehensive income (loss) is the change in the Company’s net assets that results from transactions, events and
circumstances from sources other than the Company’s shareholders. Other comprehensive income refers to items
recognized in comprehensive income that are excluded from net income calculated in accordance with Canadian
GAAP and includes unrealized gains and losses arising from the translation of the financial statements of self-
sustained foreign operations, unrealized gains and losses on available-for-sale investments, the effects of the
Company’s change in reporting currency (note 3(a)), and the effective portion of cash flow hedges.

Earnings (loss) per share

Basic earnings (loss) per share is computed using the weight