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bitumen contained in the tailings
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Titanium Corporation’s mission is
to develop and build a commercial
process that will maximize the
inherent value existing in the waste
material currently being deposited
in oil sands tailings. The RECOVERY
OF VALUABLE MINERALS AND
ADDITIONAL BITUMEN from
tailings represents an expanded
opportunity that would also deliver
important environmental and
“value-added” benefits.

Titanium Corporation’s pilot concentrator facility at oil sands tailings site
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The Mined Oil Sands Process

Step 1
The Athabasca
oil sands deposit in
the Fort McMurray
area contains reserves
that are shallow
enough to be surface
mined. Large trucks
and shovels are used
to mine the oil sands.

Reclaimed Land
(former mined out areas)

Step 2
The ore is crushed
and slurried. From
here it is pumped
to the primary
extraction plant,
where bitumen is
separated from sand.

Step 3
The froth treatment plant
cleans the bitumen to a
quality sufficient for further
processing by upgrading.
Solids removed from the
bitumen froth are enriched
in heavy minerals.

Step 4
Froth treatment plant
tailings (containing water,
sand, clay, minerals and
residual bitumen) are
pumped via pipeline to the
tailings pond.

Step 5
Titanium Corporation would
intercept froth treatment tailings
directly from the pipeline before
discharge into the tailings pond.
A primary concentrator plant would
separate and concentrate the
bitumen and the heavy minerals.

Step 6
The final phase of
Titanium Corporation’s
process would occur in a
mineral separation plant
where the concentrate is
separated out into
marketable products
(zircon, leucoxene
and ilmenite).

Upgrading
Facilities

Message from the President & CEO

As the title of this year’s Annual Report

zircon in Regina and market testing zircon and

“Emerging Opportunities” indicates, the rapid

leucoxene samples in Asia. We are also at an

growth of the oil sands industry, high oil prices

advanced stage with our drill core resource study.

and heightened awareness of

After analyzing results from the on-site

environmental issues are

pilot, we determined that more work was

converging to present new

necessary relative to bitumen removal and

opportunities for our Company as

recovery. Traces of bitumen remaining on

we enter 2008. Our oil sands

the concentrate were impeding

tailings project has advanced to

downstream processing. A mixture of

an integrated project to recover

bitumen and solvent (that we use to aid in

both minerals and bitumen, with

bitumen removal) must be recovered and

important environmental and

recycled back to the oil sands operator.
Scott Nelson, President & CEO

value-added benefits.

There was also additional bitumen in the
finer sand fraction of the tailings stream. Working

In late 2007, we conducted a comprehensive
with experts in the field we further analyzed the
strategic business planning process including the
tailings, minerals concentrate and bitumen. The
engagement of expert technical and business
conclusion we reached was that the recovery of
advisors. The review was an important milestone
bitumen and minerals are inextricably linked and
for Titanium Corporation, incorporating results
we need to focus on developing an “integrated”
from 2007 and over two years of process design,
approach to recovery. Integrated recovery of
testing and on-site piloting. The business plan
bitumen and minerals is both a necessity and an
review was instrumental in identifying issues and
expanded opportunity for our project to create
reaching conclusions. Most importantly, the review
value from tailings. This work involves our base
identified the options for our Company going
concentrator technology and new research
forward and recommended courses of action.
and development.
In the past year, we made progress in a number
Another key results area in 2007 has been
of important areas including the on-site pilot
minerals separation. In our Regina facility, our
concentrator, minerals separation processing of
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technical team designed separation circuitry to
optimize the recovery of zircon minerals from the
heavy mineral concentrate. This test work

WHAT ARE OIL SANDS?

produced two grades of zircon: a standard grade
used by the ceramics industry and a lower grade

Oil sands are deposits of bitumen, a
heavy black viscous oil that must be
rigorously treated to convert it into
an upgraded crude oil before it can
be used by refineries to produce
gasoline and diesel fuels.
Bitumen is best described as
a thick, sticky form of crude oil, so
heavy and viscous that it will not
flow unless heated or diluted with
lighter hydrocarbons. At room
temperature, it is much like cold
molasses.
There are an estimated 1.7 to
2.5 trillion barrels of bitumen in place
in Alberta’s oil sands. These oil sands
deposits contain enough resources
to supply Canada’s energy needs for
over 475 years. The oil sands areas
are covered by a layer of overburden
consisting of muskeg, glacial tills,
shale and sandstone. Different
techniques are used in different
areas to extract bitumen. For
example, in the Athabasca area, a
portion of the oil sands are relatively
close to the surface and can be
mined. Elsewhere, bitumen is
recovered by underground or
in situ methods.

Titanium Corporation Inc.

used in chemicals. Our testing indicated a
potential total zircon volume of 55,000 tonnes per
year at current oil sands production rates at the oil
sands site. High grade leucoxene, produced in
association with the zircon, would amount to
approximately 20,000 tonnes per year at current
oil sands production rates. The markets and uses
for heavy minerals are specific to individual
customer requirements. We have been working
closely in Asia with relationship partners and
potential customers who are testing samples of
zircon and leucoxene for various applications.
We have been following mineral markets to
identify trends which could affect mineral development. Last year we announced a strategy to focus
on zircon based on market demand and pricing.
The zircon market remains strong, growing and
has attractive pricing. Zircon sand prices had
doubled in value over two to three years reaching
approximately US$800 per tonne where they
remained stable during 2007. Industry forecasts
for worldwide demand continue to be robust,
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Message from the President & CEO (cont’d)

2007 HIGHLIGHTS

particularly in China, continuing a tight supply

• Achieved high recoveries of a
heavy mineral concentrate in
on-site concentrator pilot program

situation. In contrast, markets for titanium
minerals are not as attractive. Prices for varying
grades of titanium minerals (ilmenites) are well
below US$100 per tonne. The significant decline
in value of the US dollar in local currencies has
also negatively impacted the industry. Titanium
mineral markets have been oversupplied, with a
number of expansions and new projects coming
on-stream and under development. Based on this
assessment, we continue to focus on zircon.
Looking ahead to 2008, I would like to describe in

• Optimized zircon circuits and
produced samples for testing
in Asia
• Determined bitumen removal and
recovery is essential to recovery of
heavy minerals
• Identified significant opportunity to
integrate the recovery of bitumen
and minerals from tailings
• Strengthened the Board adding
senior oil sands, mining and
financial expertise

more detail the opportunities we see and the
measures we are undertaking to get there. There
is now a large opportunity to expand our base,
developing new technology to recover more value
from oil sands tailings. The froth treatment tailings
from oil sands extraction processes generally
contain bitumen losses in the range of three per
cent of the original bitumen mined. At current oil
sands production rates this represents in excess
of 8 million barrels per year of lost bitumen in total
from all of the existing mine-based sites. Industry
forecasts expect mine-based oil sands production
to more than double by the 2015 time frame
which will likely increase proportionally the
amount of bitumen lost in tailings. Creating a new
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• Conducted comprehensive
year-end project review and
strategic business plan

business from essentially a waste material and at

Four of our long-serving Directors retired over the

the same time improving the efficiency of

past year, including our Chairman George Elliott

bitumen recovery has considerable

who foresaw the large potential for

attractiveness to stakeholders. More

recovery of valuable products from oil

effective use of resources (both

sands tailings. We thank them for their

minerals and bitumen) and decreased

years of dedicated service. We have

emissions from tailings ponds, all

been pleased to welcome three new

related to a high growth industry, are

Board members, Brant Sangster, Gordon

very compelling.

Pridham and Bruce Burton, senior
industry leaders who bring valuable

Titanium Corporation has extensive
Niel Erasmus and Scott Nelson

experience in oil sands, capital markets,

experience and is in the forefront
mining and finance. New innovative
working with froth treatment tailings. We are
projects require smart people working together
redoubling efforts to resolve bitumen removal,
effectively. I would like to thank the Board, our
develop bitumen recovery technology and
people and our business partners for their
capitalize on this opportunity. Some of the additeamwork and strong commitment to building
tional measures we are taking include: partnering
our Company. We have an exciting expanded
with research organizations with expertise in oil,
opportunity to create value, and sincerely thank
chemicals and tailings; adding oil specialists to our
you, our shareholders for your continuing support.
organization; working with government to gain
support in research areas and potential funding;
and executing a staged research program with
milestones. The program is planned to move
through lab scale and bench scale activity and
progress to pilot scale. In parallel with the oil
sands project, we are investigating new opportunities to leverage our Company’s expertise and

Scott Nelson
President & CEO

assets, expand activities and diversify risk.

Titanium Corporation Inc.
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EMERGING OPPORTUNITIES…

Unlocking heavy minerals
and hydrocarbons from oil
sands tailings

2006 pilot concentrator in operation at tailings site

Heavy minerals have long been known to exist in
Canada’s oil sands in minor quantities. These minerals
are attracted to bitumen and become greatly
concentrated by the oil sands bitumen extraction
process. The final stage of bitumen extraction from
oil sands occurs in the froth treatment plant. Froth
treatment tailings contain the majority of minerals as
well as residual bitumen. Titanium Corporation is
developing unique, environmentally friendly technologies to recover minerals and bitumen from this
tailings stream.
Titanium Corporation’s planned process would
begin by intercepting froth treatment tailings directly
from the pipeline before discharge into the tailings
pond. A primary concentrator plant would separate
and recover bitumen and concentrate the minerals.
The concentrate would then be further processed in
a mineral separation plant where minerals of interest
(zircon and leucoxene) would be separated out as
marketable products.
Since the commissioning of its research pilot
facility in Regina in 2004, the Company has been
conducting a series of research and development

The recovery of
valuable minerals
and additional
bitumen from
tailings would
maximize the
inherent value of
Canada’s vast oil
sands resource
providing
benefits to all
stakeholders

programs on-site in Fort McMurray and in Regina to
develop technology to process fresh tailings directly
from the froth treatment tailings pipeline. The work
to date has shown that the removal and recovery of
bitumen is necessary for the effective recovery
of heavy minerals.

Commissioning the pilot concentrator plant

Titanium Corporation Inc.
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EMERGING OPPORTUNITIES…

An exceptionally large resource
with production that is expected
to grow and last for decades

Pilot concentrator plant on-site in Fort McMurray

Canada’s oil sands resource is now recognized as
the second largest oil resource in the world. The oil
sands sector in Canada is growing rapidly through
expansions of existing operations and a
259

number of new projects under develop-
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Libya

Nigeria

77

Sands) one commissioning in 2008

60

99

92

operations (Syncrude, Suncor, Albian

Kuwait

currently three large oil sands mining

Includes 175 billion
barrels of oil sands
reserves

Abu Dhabi

126

sustainable development. There are

115

179

ment with an increased focus on

expected to increase proportionally.
By around 2015, annual bitumen
production from mined oil sands is

Russia

Iran

Iraq

United States

containing minerals and bitumen are

Venezuela

production grows, tailings volumes

Canada

development. As mine-based oil sands

Saudi Arabia

(CNRL) and a number of projects under

Petroleum Reserves
(billions of barrels)
Canada has the largest Petroleum
reserve outside of Saudi Arabia

expected to more than double to an estimated
3 million barrels per day. With current technology,
bitumen losses to oil sands tailings (from froth
treatment plants) could be in excess of 20 million
barrels per year in this timeframe. For Titanium
Corporation, processing tailings from what is

Forecasts
indicate that
Canada’s supply
of oil sands
production
could move up
from 1.2 million
barrels per day
to somewhere
in the range of
3 million per
day by 2015

essentially a waste stream could result in a number
of potential benefits to stakeholders. These include
increased revenues, decreased environmental
emissions, more effective use of existing resources
and business diversification.

Site tour in Fort McMurray

Titanium Corporation Inc.
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EMERGING OPPORTUNITIES…

Meeting the demand from
growing markets like China

Heavy minerals
Heavy minerals are derived from the erosion of
source rocks over time and are widely distributed
in nature. The minerals that are of
zircon- and titanium-bearing minerals.
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commercial interest are typically

As the
standard of
living improves
in developing
economies,
there is
greater
demand for
zircon-based
products

and strong resistance to abrasion. Zircon sand is an
important product used by the ceramic, foundry,
refractory, television glass, medical and chemical
industries. Approximately 60 per cent of the world’s
zircon is used to make ceramics.
In view of the growing demand and strong
pricing for zircon, Titanium Corporation adjusted its
business plan in 2006 to focus primarily on the
recovery and production of zircon.
Titanium
Over 90 per cent of the world’s titanium minerals
are used in the production of paint, coatings, paper
and plastics. Titanium minerals are also used by the
metals, welding rod and other industries. The
market for titanium minerals has been generally
oversupplied resulting in low prices in recent years.

Zircon is used to make ceramic tiles

Titanium Corporation Inc.
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EMERGING OPPORTUNITIES…

Developing an environmentally
friendly technology

Inspecting separation equipment for quality control

Titanium Corporation’s project has progressed to
developing new technology that would integrate the
recovery of minerals and bitumen from fresh oil
sands tailings. In 2004, the Company commissioned
a pilot research facility in Regina. Working initially
with deposited dry oil sands tailings, encouraging
results were achieved. Based on these results, the
Company moved ahead developing technology to
process fresh oil sands tailings directly from the
tailings pipeline. In the summer of 2005, a bulk
sampling pilot program was conducted on-site in
Fort McMurray. This program recovered a bulk
sample from fresh oil sands tailings which was used
in the redesign of the concentration process.
In 2006, a pilot mineral concentrator was built
and commissioned at the oil sands tailings site. The
concentrator was designed to remove bitumen from

The technology
we are developing
is a value-added
sustainable
initiative that will
be beneficial to
the environment,
the community
and the economy

the heavy minerals and concentrate the minerals.
High recoveries of heavy minerals as a concentrate
were achieved during this program and valuable
experience was gained in the removal and recovery
of bitumen from the tailings stream. Results have
shown that the removal of bitumen from minerals
needs to be improved and further work is required
to recover a mixture of bitumen and solvent in
the tailings.

Wood bison living on reclaimed land
north of Fort McMurray

Titanium Corporation Inc.
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EMERGING OPPORTUNITIES…

Maximizing the use of nonrenewable resources with
environmental benefits

Regina team (left to right): Michael Yakimchuk, Jacques Doiron and Niel Erasmus

Titanium Corporation’s oil sands tailings project
speaks directly to sustainability. As mined oil sands
production grows, tailings volumes containing
minerals and bitumen are expected to increase
proportionally. New technologies and processes
are needed to address the growing concerns about
the impact of rapid oil sands growth on the
environment.
The Company’s integrated approach to
recovering both minerals and bitumen creates an
expanded opportunity to create a new business
from waste tailings with a number of potential
benefits including:
• Additional bitumen recovery from the oil
sands resource
• Effective utilization of non-renewable resources
• Creation of a new “value-added” industry in
Alberta and Canada with increased revenues
for stakeholders
• Reduction of emissions of volatile organic
carbons (VOCs)

In addition to
creating a new
industry for
Alberta, our
project will
have the added
potential
benefit of
reducing
environmental
emissions

• Reduction of the intensity of greenhouse gas
emissions (of the oil sands industry) of carbon
dioxide (CO2 ) and nitrous oxide (NOx)
Titanium Corporation is excited to be involved
in creating new sustainable technologies aimed
at mined oil sands tailings . . . a new industry
for Canada.

Athabasca region of Northern Alberta

Titanium Corporation Inc.
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Management’s Discussion and Analysis

This Management’s Discussion and Analysis (“MD&A”)
provides a discussion and analysis of the financial condition
and results of operations to enable a reader to assess
material changes in the financial condition and results of
operations of Titanium Corporation Inc. (“Titanium” or the
“Company”). This MD&A has been prepared for the fiscal
year ended August 31, 2007 and includes material
information available up to December 5, 2007. The MD&A is
intended to supplement the Company’s audited financial
statements and notes thereto (“Financial Statements”) as at
and for the years ended August 31, 2007 and 2006. This
MD&A should be read and reviewed in conjunction with the
Financial Statements.
The Financial Statements have been prepared in accordance
with Canadian Generally Accepted Accounting Principles
(“GAAP”). All amounts included in the MD&A are in Canadian
dollars, unless otherwise specified. The Company’s public
filings, including its most recent annual audited financial
statements at August 31, 2007 can be reviewed via the
SEDAR website at www.sedar.com or the Company’s
website at www.titaniumcorporation.com.
Certain statements included herein, including future potential
of the Oil Sands Project, capital cost estimates and other
statements that express management’s expectation or
estimates regarding the timing of completion of various
aspects of the projects’ development or of the Company’s
future performance, constitute “forward-looking statements”.
The words “believe”, “expect”, “anticipate”, “contemplate”,
“target”, “plan”, “intends”, “continue”, “budget”,
“estimate”, “may”, “will”, “should”, “schedule”,

Titanium Corporation Inc.

“potential”, and similar expressions identify forward-looking
statements. Forward-looking statements are necessarily
based upon a number of estimates and assumptions that,
while considered reasonable by management, are inherently
subject to significant business, economic and competitive
uncertainties and contingencies. In particular, the MD&A
includes many such forward-looking statements and such
forward-looking statements involve known and unknown
risks, uncertainties and other factors that may cause the
actual financial results, performance or achievements of
Titanium to be materially different from its estimated future
results, performance or achievements expressed or implied
by those forward-looking statements and its forward-looking
statements are not guarantees of future performance.
Titanium expressly disclaims any intention or obligation to
update or revise any forward-looking statements whether as
a result of new information, events or otherwise, except
where required by law. These risks, uncertainties and other
factors include, but are not limited to: changes in the
worldwide price of zircon, titanium and bitumen; fluctuations
in exchange rates; legislative, political or economic developments including changes to relevant legislation in Canada;
operating or technical difficulties in connection with development activities; access to oil sands tailings; requirement for
additional funding; development timelines; expected capital
expenditures; and Titanium’s expected future production and
cash flows. For further discussion of certain risks and uncertainties that could contribute to a difference in results and
the types of assumptions being made in respect of the
forward-looking statements in this MD&A, please review
the “Risks” section in this MD&A.
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Management’s Discussion and Analysis

BUSINESS OVERVIEW
The Company is in the development stage and is a reporting
issuer in Ontario, British Columbia, Alberta and Quebec. The
common shares of Titanium trade on the TSX Venture
Exchange under the symbol TIC.
The Company’s vision is to create a new industry in Alberta by
processing a waste material into valuable products such as
zircon and titanium-bearing minerals. The Company’s mission
is to develop and build a commercial process that will
maximize the inherent value existing in the waste material
currently being deposited in oil sands tailings (the “Oil Sands
Project”). The potential exists in such process to not only
recover previously wasted resources but to simultaneously
deliver environmental benefits.
The Company is developing technology and processes to
recover heavy minerals, primarily zircon, and a portion of the
bitumen contained in the froth treatment tailings streams of
oil sands mining extraction operations. Following the
successful completion of development and testing, the
Company plans to commercialize the recovery of minerals and
bitumen by establishing operations in the oil sands region of
Fort McMurray in Northern Alberta. The Canadian oil sands
industry is experiencing an extended period of rapid growth.
There are currently three large oil sands mining operations
that would be candidates to utilize the Company’s planned
process, and a number of other mining projects under
development. As the Company develops its Oil Sands Project
it is committed to achieving the highest standards in areas of
good corporate governance, open communication with all
affected stakeholders and excellence with best accepted
engineering design practices with safety, environmental
protection and risk mitigation as key components of the
commercial process.
OVERALL PERFORMANCE
During fiscal 2007, the Company’s efforts were focused on
technical programs designed to recover heavy minerals and
associated bitumen directly from the oil sands froth treatment
tailings stream. During the year, the Company completed the
industry’s first pilot mineral concentration program at an oil
sands site, tested the removal and recovery of bitumen from
fresh tailings material, advanced its zircon separation circuit
design and testing in Regina at the Company’s facilities and
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provided pilot zircon samples to prospective customers. For
the year ended August 31, 2007, the Company incurred a net
loss of $3,000,158 or $0.05 per share, compared to a net loss
of $3,177,792 or $0.06 per share in fiscal 2006. As at
August 31, 2007, the Company had $20,547,208 in cash and
short-term investments compared to $23,418,952 as at
August 31, 2006.
Results from the Company’s programs together with the
analysis and testing of mineral concentrates, bitumen and
solvents have shown that an integrated approach to tailings
processing is optimal. It is management’s view that the
removal and recovery of bitumen is integral to recovering the
heavy minerals in the tailings stream and that solvent added
to assist with the removal of bitumen is of high value and
must also be recovered.
Work during fiscal 2007 has identified where improvements
are necessary in the Company’s processes, including
generally in respect of the removal of bitumen from mineral
concentrates and the development of new processes for
bitumen recovery. The success of the Oil Sands Project will
require the development of effective processes to remove
and recover bitumen from the tailings stream.
The Company’s technical programs during fiscal 2007 focused
on minerals concentration, bitumen removal and recovery and
minerals separation as discussed below.

Minerals Concentration: An on-site bulk sampling program
from the prior year provided the first large bulk sample of
tailings material taken directly from an oil sands tailings
pipeline. The Company utilized this sample material in the
process design of a pilot mineral concentrator which was
deployed at the oil sands site in the first quarter of fiscal 2007.
The pilot concentrator achieved heavy mineral recoveries, as a
concentrate, of between 98 and 99% from the tailings
stream. The $3 million program was completed on time and
within budget. The Company is continuing work on improving
the removal of and recovery of bitumen as discussed in the
section below.
Bitumen Removal and Recovery: The pilot concentrator was
designed to remove bitumen from the heavy minerals and a
separation vessel was utilized to collect the bitumen and
solvent mixture. The froth treatment tailings streams from oil
sands extraction processes generally contain bitumen losses
in the range of approximately 3% of the total bitumen mined.

Bitumen adheres to the mineral sands and is also present in
the finer sand fraction throughout the tailings stream.
Recovery of a portion of bitumen in the tailings stream
represents a new opportunity for the Company with potential
environmental and economic benefits which the Company
has determined warrant further research and development.
The Company’s work in this area continues to focus on
improving the removal of bitumen during the concentration
stage, reducing solvent usage, recovering solvent and
separating and recovering bitumen from the tailings stream.
The Company has engaged industry experts including the
Alberta-based research unit of CANMET Energy Technology
Centre “CANMET” to assist with the necessary research and
development work.

Minerals Separation: Heavy mineral concentrates from the onsite program were transported to the Company’s Regina
facilities for analysis and zircon separation testing during fiscal
2007. In the prior year, the Company had announced a
strategy to focus on zircon recovery due to strong worldwide
demand and pricing. Zircon sand prices had doubled in value
over 2 to 3 years reaching approximately US$800 per tonne
where they remained stable during 2007. Management is of
the view that worldwide demand will continue to be robust,
particularly in China, and that the supply situation will continue
to be tight in 2008.
Technical analysis and market testing during 2007 indicate
that the oil sands’ zircon minerals suite is comprised of two
grades of zircon: standard grade zircon which is typically
supplied to the ceramics industry; and a lower grade of zircon
utilized by the zircon chemicals industry. Zircon testing to-date
indicates a potential for recoveries of a total of approximately
55,000 tonnes per year of the two grades of zircon at current
oil sands production levels at the test site. Work is ongoing to
increase recovery levels and grades and improve the
separation of bitumen from the sands. The Company is also
investigating potential markets for high grade leucoxene
which is separated in association with the zircon. The high
grade product represents a potential of approximately
20,000 tonnes per year at current oil sands production levels
at the test site. Throughout 2007, the Company has been
active in Asia working with relationship partners and potential
industrial consumers, testing product samples to determine
marketability.

Titanium Corporation Inc.

The Company has also been assessing market prospects for
other lower value titanium minerals in the oil sands’ mineral
suite. In general, market conditions and prospects for these
types of products are challenging. Prices for varying grades of
titanium minerals are well below US$100 per tonne and have
been flat to declining in local currencies. Titanium mineral
markets have been over-supplied with a number of
expansions and new projects under development and coming
on stream. Accordingly, the Company will continue to give
priority to the development of recovery of zircon and bitumen.
OUTLOOK FOR FISCAL 2008
The Company views the oil sands in Alberta as a large and
growing opportunity as described in the following section.
This section contains forward-looking statements about the
Company’s outlook for fiscal 2008. Reference should be made
to the cautionary language on page 1 of the MD&A. For a
discussion of certain risks and uncertainties that could
contribute to a difference in results and the types of
assumptions being made in respect of the forward-looking
statements in the following, please review the “Risks”
section in this MD&A.
Canada’s oil sands resource is now recognized as the second
largest oil resource in the world. The oil sands sector in
Canada is growing rapidly through expansions of existing
operations and a number of new projects under development
with an increased focus on sustainable development.
Sustainable development requires superior performance in
environmental, social and economic areas.
The recovery of a portion of the bitumen currently lost in
froth treatment tailings streams represents an expanded
opportunity with the potential for general environmental and
economic benefits. The expectation of high oil prices and
heightened environmental concerns has resulted in an
increased focus by the public, government and industry on
new technologies and processes that address these issues.
In management’s view, the potential market for tailings
processing is large, with three large mining oil sands sites
currently in operation, one to be commissioned in 2008 and
several others planned for the ensuing years.
The Company’s Oil Sands Project has advanced to an
integration of bitumen recovery and minerals recovery directly
from oil sands froth treatment tailings streams. Over the next
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18 to 24 months, the Company will continue to execute
programs directed at integrated bitumen and mineral recovery
from tailings. The costs associated with bitumen recovery are
unknown in advance of the research and development work
to be conducted and the potential benefits are in a wide range
and are entirely dependent upon the success of this work.
The program will involve independent research agencies as
well as the Company’s resources. The work is expected to be
conducted in stages including generally: hydrocarbon
classification, further removal from mineral sands; solvent use
and recovery, separation of bitumen from fines, dewatering

and quality improvement of recovered bitumen. It is
anticipated that the work will initially focus on laboratory and
bench scale activity, later advancing to pilot scale. It is
intended that certain additional minerals work will also occur
with a view to improve the quality of lower grade zircon and
evaluating upgrading processes and potential for downstream
value-added processing.
The Company plans to assess and pursue all available options
to resolve the technical areas outlined above and leverage its
expertise into broader commercial activities.

SELECTED ANNUAL INFORMATION
The following are the highlights of financial data on the Company for the most recently completed three financial years which
have been prepared in accordance with Canadian Generally Accepted Accounting Principles (“GAAP”):
For the year ended August 31 (in Canadian dollars)

Net loss before write-off of exploration properties and related
plant and equipment
Net loss
Loss per share – basic and diluted
Total assets
Cash flow from financing activities

NET LOSS
The net loss for the year ended August 31, 2007 was
$3,000,158 ($0.05 per share) which is a reduction from the
net loss incurred for fiscal 2006 of $3,177,792 ($0.06 per
share) and the net loss incurred for fiscal 2005 of $8,172,615
($0.19 per share). The loss in fiscal 2005 was primarily due to
the write-off of the Company’s Nova Scotia exploration
properties and related equipment. Due to the Company’s
focus on the Oil Sands Project, the Board of Directors decided
not to undertake additional work or expenditures on the Nova
Scotia properties and, accordingly, $4,920,391 representing all
the costs, was written off in the third quarter of fiscal 2005. In
addition, all the related pilot plant and exploration equipment
costs totaling $99,781 were also written off in the same
quarter. Corporate expenses were reduced in fiscal 2007 in
several areas, principally professional fees, consultants and
administration. The Company incurred $474,793 of research
and development expenditures in 2007, which partially offset
the reductions in corporate expenses.
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2007

$ (3,000,158)
$ (3,000,158)
$
(0.05)
$ 35,545,956
$ 1,175,075

2006

2005

$ (3,177,792)
$ (3,177,792)
$
(0.06)
$ 36,863,876
$ 2,326,224

$ (3,152,443)
$ (8,172,615)
$
(0.19)
$ 36,013,588
$ 28,211,823

The Company expects that it will continue to incur losses until
the Oil Sands Project commences commercial production.
CASH FLOW FROM FINANCING ACTIVITIES
The Company’s primary source of liquidity until the Oil Sands
Project is commercially viable is the equity markets. The
Company raised $31,713,122 over the last three years
through two equity financings, exercise of warrants, as well
as the exercise of stock options by employees and directors.
RESULTS OF OPERATIONS
Summary of Financial Results
For the year ended August 31, 2007, the Company incurred a
loss of $3,000,158 or $0.05 per share, compared to a loss of
$3,177,792, or $0.06 per share for the year ended August 31,
2006. Lower operating costs in several administrative areas
were the principal reason for the reduced loss.

The Company has not yet generated operating revenues as it
is in the development stage.
Expenses
Corporate General and Administrative (“G&A Cash Costs”)
2007

For the year ended August 31

656,480
434,818
170,500
138,259

2006

Consulting
Office and administration
Directors’ fees
Insurance
Investor relations,
shareholders’
communication and
filing fees
Professional fees
Travel and promotion

$

$

884,089
508,091
150,000
128,384

342,394
302,635
316,739

390,316
408,069
288,356

TOTAL

$ 2,361,825

$ 2,757,305

During 2007, 503,337 (2006: 399,154) options granted in prior
years vested. Accordingly, $939,585 (2006: $1,054,684) was
recorded as contributed surplus. Of the $939,585 (2006:
$1,054,684) recorded as contributed surplus, $853,733
(2006: $940,958) was recorded as stock-based compensation,
$53,657 (2006: $67,735) was capitalized to oil sands project
development costs and $32,195 (2006:$nil) was expensed to
research and development costs.
The fair value of all options granted in fiscal 2007 and 2006
has been estimated at the date of grant using a Black-Scholes
option pricing model. The current year’s valuation was
calculated with the following assumptions: weighted average
risk-free interest rate of 3.96% (2006: 3.65%); volatility factor
of the expected market price of the Company’s common
stock of 45.12% (2006: 57%); and a weighted average
expected life of the options of 5 years (2006 – 5 years).
FOREIGN EXCHANGE LOSS

During fiscal 2007, the Company incurred a total of
$2,361,825 for G & A compared to $2,757,305 in fiscal 2006.
The Company achieved lower cash costs during fiscal 2007
mainly through the reduction of office space, consulting and
professional services. Travel costs increased due to international travel including market development in Asia.
STOCK-BASED COMPENSATION
During the year ended August 31, 2007, 500,000 (2006:
550,000) stock options were granted to directors, officers and
consultants of the Company. These options will be expensed
in the statement of loss and deficit or capitalized to Oil Sands
Project development costs as they vest. Of the options
granted in fiscal 2007, 308,336 (2006: 79,169) have vested
and accordingly, $275,267 (2006: $335,313) was recorded as
contributed surplus. Of the $275,267 (2006: $335,313)
recorded as contributed surplus, $158,867 (2006: $267,578)
was recorded as stock-based compensation, $72,750 (2006:
$67,735) was capitalized to oil sands project development
costs and $43,650 (2006: $nil) was expensed to research and
development costs.
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Foreign exchange losses for fiscal 2007 totaled $28,948
compared to a $51,408 loss in fiscal 2006. The Company
records foreign exchange gains and losses on US dollar cash
balances held. In addition, the Company incurs foreign
exchange gains and losses on payments in Australian dollars
as it only converts Canadian dollars to Australian dollars at the
time of payment. The Company expects to continue to see
foreign currency gains and/or losses as it continues to hold
approximately $350,000 in US dollars.
RESEARCH AND DEVELOPMENT COSTS
During fiscal 2007, the company incurred $474,793 in
research and development costs. There were no similar costs
incurred during fiscal 2006. These costs were incurred during
the latter part of the fiscal year as the Company commenced
additional research and development activities.
INTEREST INCOME
Interest income in fiscal 2007 increased to $911,810,
compared to $815,217 during fiscal 2006. The higher interest
income during the current year relates to higher average
interest rates earned on excess cash balances during the year.
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OIL SANDS PROJECT – DEVELOPMENT COSTS
2007

2006

BEGINNING BALANCE
$ 13,212,493
Engineering and
538,846
Consulting Fees
Stock Option
126,408
Compensation Charge
14,844
Building
9,727
Maintenance
Construction of Bulk
—
Sample Plant
74,428
Salaries
315,976
Equipment
56,060
Travel
70,009
General and Administrative
175,470
Regina Pilot Plant Rent
168,945
Sampling and Assays
Transport-feedstock,
Samples, Tailings
60,740

$ 9,214,530

ENDING BALANCE

$ 13,212,493

For the year ended August 31

$ 14,823,946

856,838
181,821
169,939
7,573
141,804
389,164
1,459,626
140,715
183,545
182,877
171,553
112,508

The Company capitalizes those costs related to the
development of its Oil Sands Project that are expected to be
recovered from future operations. That Company capitalized
$1.5 million in Oil Sands Project development cash costs
during fiscal 2007, compared with $3.8 million in fiscal 2006.
Total amounts capitalized, including stock option costs, were
$1.6 million in 2007 and $4.0 million in fiscal 2006.

During the 2007 fiscal year, the Company expensed $474,793
of Research and Development costs, including $75,845 of
stock option compensation expense, as research and develop
activities increased towards the latter part of the year. There
were no similar costs incurred in fiscal 2006.
During fiscal 2005 and 2006, the Company invested in the
construction of the Bulk Sample Plant which was a portable
wet plant directly connected to the oil sands tailings pipeline
on site in Fort McMurray. This Bulk Sample Plant marked the
first use of live tailings feedstock. Previous processing had
utilized beach sands that had been deposited in the tailings
pond area.
Based on the results from the Bulk Sample Plant, the
Company’s engineering team redesigned the process flow
sheet and the Company’s strategic plan was modified to
focus development on the production of zircon and the
removal and recovery of hydrocarbons in the tailings stream.
As a result, during fiscal 2006 the Company invested in the
construction and operation of the 2006 Pilot Plant including
$856,838 on engineering consulting fees for process
development and design and $1,459,626 on plant and process
equipment. The 2006 Pilot Plant was successfully
commissioned during September 2006. Processed material
from the 2006 Pilot Plant is being utilized at the Company’s
Regina development facility for further separation processing
and analysis.
Stock-based compensation capitalized to the Oil Sands
Project was $126,408 in fiscal 2007 compared to $181,821
during fiscal 2006.

SUMMARY OF QUARTERLY RESULTS
The following are the highlights of financial data of the Company for the most recently completed eight quarters which have
been prepared in accordance with GAAP.
Q4

Q3

Q2

Q1

Feb 28, 2007

Nov 30, 2006

Aug, 31, 2007

May 31, 2007

STATEMENT OF LOSS
Net loss
Basic and diluted loss per share

$ 1,048,091
$
0.01

$
$

BALANCE SHEET
Working capital
Total assets

$ 20,325,612
$ 36,020,748

$ 21,020,898
$ 36,205,660

$ 21,536,736
$ 36,552,213

$ 21,423,343
$ 36,264,506

STATEMENT OF CASH FLOW
Cash flow from financing activities

$

$

$ 1,171,075

$

22

—

428,331
0.01

—

$
$

908,772
0.02

$
$

614,964
0.01

4,000

Q4

Q3

Q2

Q1

Feb 28, 2006

Nov 30, 2005

Aug, 31, 2006

May 31, 2006

STATEMENT OF LOSS
Net loss
Basic and diluted loss per share

$
$

$
$

BALANCE SHEET
Working capital
Total assets

$ 22,524,604
$ 36,863,876

$ 24,479,995
$ 36,696,565

$ 25,082,720
$ 36,358,235

$ 24,949,874
$ 35,480,130

STATEMENT OF CASH FLOW
Cash flow from financing activities

$

$

$ 1,587,973

$

746,293
0.02

Operating expenditures tend to be higher during the second
and fourth quarters of the fiscal year reflecting timing of bonus
payments. Fourth quarter expenditures reflect increases in
administrative costs and professional fees associated with
seasonal corporate filing and regulatory activities. Specifically,
the increased costs relate to the preparation of year end audit
files and annual meeting materials.
FOURTH QUARTER FISCAL 2007 ANALYSIS
For the three months ended August 31, 2007, the Company
incurred a loss of $1,048,091 or $0.02 per share compared to
a loss of $746,293 or $0.02 per share in the year-earlier
quarter. The Company earned $221,812 interest income in the
fourth quarter of fiscal 2007 compared to $239,000 in the
comparable previous year quarter, which reflects reduced
average cash balances. Stock-based compensation costs
were lower during the three months ended August 31, 2007
compared to the comparable quarter reflecting the reduction
in vesting options in 2007.

—

786,375
0.01

738,251

$
$

987,438
0.02

$
$

657,686
0.01

—

outstanding, project (debt) financing and joint ventures. The
Company has been in a strong financial position through the
feasibility stage of project development with $20,547,208 in
cash and short-term investments at August 31, 2007. To
complete the development to commercial production, the
Company expects it will need to obtain additional financing.
The ability to develop the Oil Sands Project is dependent on
the Company’s ability to raise the necessary financing to build
the required plant and infrastructure through debt or equity
issues or other strategic alternatives.
The Company had a net working capital balance of
$20,325,612 as at August 31, 2007 compared to $22,524,604
at August 31, 2006.
The Company’s primary assets at August 31, 2007 were cash,
short-term investments and marketable securities totaling
$20,547,208 ($23,418,952 – August 31, 2006) and
development costs for its Oil Sands Project of $15,298,738
($13,212,493 – August 31, 2006).
CONTRACTUAL OBLIGATIONS

LIQUIDITY AND CAPITAL RESOURCES
In management’s view, the most meaningful information
concerning the Company relates to its current liquidity given
that, currently, it is not generating any income from its Oil
Sands Project. Current demands on the Company’s capital
resources stem from management’s pursuit to add
shareholder value through the development and
commercialization of the Oil Sands Project. The Company’s
only sources of liquidity until the Oil Sands Project reaches
commercial production and profitability are current cash
balances, issue of equity capital, exercise of stock options

Titanium Corporation Inc.

The Company has a number of agreements with arms-length
parties who provide equipment, services and facility space.
Typically, these agreements are for the purchase of a specific
piece of equipment or service and are for a term of not more
than one year and permit either party to terminate on notice
periods ranging from 30 days to 90 days. The Company has
entered into agreements for various periods as follows:
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Year ending August 31

Contractual Obligations

2008

2009

Total

Consulting
Operating – Office Space (Toronto)
Operator Lab/Office Space (Regina)
Land Lease (Pilot Plant Regina)

$ 143,500
$ 38,504
$ 85,000
$ 102,600

$
$
$
$

—
—
—
8,550

$ 143,500
$ 38,504
$ 85,000
$ 111,150

Total Contractual Obligations

$ 369,604

$

8,550

$ 378,154

OFF-BALANCE SHEET ARRANGEMENTS
The Company has not entered into any off-balance sheet
transactions.

process with identifiable associated costs, establishment of
technical feasibility, an intention to process and sell the
recovered minerals to a clearly defined market, and adequate
resources exist or are expected to be available to complete
the project to commercial production.

TRANSACTIONS WITH RELATED PARTIES
Auxilium Corporation (“Auxilium”)
In February 2005 the Company entered into an agreement
with Auxilium to provide the services of Scott Nelson, a
director and the President and Chief Executive Officer of the
Company. The agreement is for a term of 3 years,
commencing February 23, 2005, during which time Auxilium
will be paid $275,000 per year plus a $12,000 vehicle
allowance and provides for up to a 50% annual bonus related
to certain performance criteria. Auxilium is a corporation
controlled by Scott Nelson. The Company was charged
$424,500 (2006 – $424,500) for the year ended August 31,
2007 by Auxilium. Included in this amount is a 12 month
performance bonus of $137,500 (2006 – $137,500).
Harbour Capital Corporation (“Harbour”)
Under the terms of a consulting agreement that expired on
August 31, 2007, Harbour, a company controlled by George
Elliott, a former director of the Company, was paid $100,000
(2006 - $267,170) to provide the services of Executive
Chairman. Included in the 2006 balance was a performance
bonus of $50,000 that was also paid to Harbour.
On August 20, 2007, the Company announced that Mr. Elliott
was resigning as Executive Chairman and Director of
Titanium, effective August 31, 2007.
CRITICAL ACCOUNTING ESTIMATES
Oil Sands Project Development Costs
All direct costs which meet the generally accepted criteria for
deferral related to the Oil Sands Project are capitalized as
incurred. These criteria include having a clearly defined
24

Stock-based Compensation
The Company accounts for all employee and non-employee
stock-based awards pursuant to the amended
recommendations of the Canadian Institute of Chartered
Accountants (“CICA”) Handbook Section 3870, Stock-based
Compensation and Other Stock-based Payments. The stockbased compensation recorded by the Company is a critical
accounting estimate because of the value of compensation
recorded and the many assumptions required to calculate the
compensation expense.
Compensation expense is recorded for stock options issued
to employees and non-employees using the fair value
method. The Company must calculate the fair value of stock
options issued and amortize the fair value to stock
compensation expense over the vesting period, and adjust
the amortization for stock option forfeitures and cancellations.
The Company uses the Black-Scholes model to calculate the
fair value of stock options issued which requires that certain
assumptions including the expected life of the option and
expected volatility of the stock be estimated at the time that
the options are issued.
RISKS
The following discussion pertains to the outlook and
conditions currently known to management that may have a
material impact on the financial condition and results of
operations of the Company. This discussion, by its nature, is
not all-inclusive. Other factors may affect the Company in
the future.

In general, development projects have no operating history
upon which to base estimates of future cash capital and
operating costs. For development projects such as the Oil
Sands Project, estimates of tailings supply are, to a large
extent, based upon the interpretation of geological data
obtained from drill holes and other sampling techniques and
feasibility studies. This information is used to calculate
estimates of the capital cost, cash operating costs based upon
anticipated tonnage and grades to be processed, expected
recovery rates, facility and equipment operating costs,
anticipated climatic conditions and other factors. In addition,
there remains to be undertaken certain work on the Oil Sands
Project that could adversely impact estimates of capital and
operating costs of the project and such differences could have
a material adverse effect on the Company’s business, financial
condition, results of operations and prospects.
There can be no assurance that the Company will be able to
complete development of the Oil Sands Projects at all or on
time or to budget due to, among other things, changes in the
economics of the project, the delivery and installation of plant
and equipment and cost overruns, or that the current
personnel, systems, procedures and controls will be adequate
to support the Company’s operations. Should any of these
events occur it would have a material adverse effect on the
Company’s business, financial condition, results of operations
and prospects.
Potential customers for heavy mineral products have unique
manufacturing processes that utilize feedstock with specific
characteristics. The oil sands have more impurities and on
average have a slightly finer grain size than typical beach
mineral sand deposits. There is also a larger than normal
variance of the heavy minerals. These factors present
additional challenges to the efficient processing of the heavy
mineral concentrate. The critical steps required to create
marketable-grade titanium dioxide and zircon from the oil
sands include making a heavy mineral concentrate from the
tailings and removal of the remaining hydrocarbons from the
concentrate. Once removed, the hydrocarbons, together with
the solvents added to aid removal, must be recovered. There
is no assurance that the Company will overcome such
challenges on a commercial scale and that its products will
meet certain of the customers’ specifications.
The development of the Oil Sands Project and the
construction of processing facilities and commencement of
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commercial production will require substantial additional
financing. Failure to obtain sufficient financing will result in a
delay or indefinite postponement of further development and
commercial production. The only sources of funds currently
available to the Company are through the issue of equity
capital, the entering into of joint ventures or incurring project
financing. Additional financing may not be available when
needed or if available, the terms of such financing might not
be favourable to the Company and might involve substantial
dilution to existing shareholders.
The Company continues to develop and test its process for
cleaning and extracting concentrates from oil sands tailings
and recovering the associated hydrocarbons. Unforeseen
difficulties with scale-up to commercial scale, unexpected
utility costs, natural gas costs, labour costs or shortages,
engineering costs and related industrial process risks could
negatively impact the viability of the project.
The Company may not be able to negotiate fair commercial
arrangements with Syncrude or other oil sands operators, and
in such event, the Company may not be able to secure
supplies of tailings or customers.
The Company has necessarily relied on the 1996 study by the
Alberta Chamber of Resources (Mineral Development Agreement Study) and Syncrude’s own data to establish the extent
and consistency of the tailings supply. This involves more risk
than the typical situation where a company can control its
own source of supply.
The Company has filed or is in the process of filing patent
applications in the United States and Canada with respect to
its technology for recovering heavy minerals. There can be no
assurance that such patent applications will be allowed or
that, if issued, the patents will not be challenged by any third
parties, or that the patents of others will not have an adverse
effect on the ability of the Company to commercially exploit
its technology. Furthermore, there can be no assurance that
others will not independently develop similar technology,
duplicate the Company’s product or design around the
patented technology developed by the Company. In addition,
the Company could incur substantial costs in defending itself
in suits brought against it in respect of such patents or in suits
in which the Company attempts to enforce its own patents
against other parties.
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The Company’s business is dependent on retaining the
services of a small number of key personnel of the
appropriate caliber as the business develops. The Company
has entered into employment agreements with certain of its
key executives. The success of the Company is, and will
continue to be, to a significant extent, dependent on the
expertise and experience of the directors and senior
management and the loss of one or more could have a
materially adverse effect on the Company.
COMPETITION
The Company competes with international companies that
have substantially greater financial and technical resources to
support their business activities as well as for the recruitment
and retention of qualified employees. The Company has not
operated its minerals processing technology at a commercial
scale nor recovered hydrocarbons that are integral to the
recovery of the minerals. Accordingly, it cannot describe
processing efficiencies and costs associated with its titanium

and zircon processing technology or compare such
efficiencies and costs to those of competitors. The
manufacturing methods and costs to manufacture also vary
greatly, with certain methods lending themselves to specific
niche applications and deposits. As a result, competition
within the industry is driven by a variety of factors, principally
cost of production, price and product attributes.
FINANCIAL INSTRUMENTS
The Company’s financial instruments consist of cash and cash
equivalents, marketable securities, commodity taxes
receivable and payables and accruals. Terms of the financial
instruments, where relevant, are fully disclosed in the
Company’s annual financial statements. It is management’s
opinion that the Company is not exposed to significant
interest, currency, liquidity or credit risks arising from its
financial instruments and that their fair values approximated
their carrying values unless otherwise noted.

OUTSTANDING SHARE DATA
The following table summarizes the changes in the common shares, options to purchase common shares and warrants and
broker warrants to acquire common shares for the year ended August 31, 2007.

Balance August 31, 2006
Issued/Exercised
Granted
Cancelled/Expired
Balance August 31, 2007

Common Shares

Options

Warrants

Broker Warrants

55,670,651
537,000
—
—
56,207,651

2,959,500
537,000
500,000
492,500
2,430,000

10,611,112
—
—
10,611,112
—

557,100
—
—
557,100
—

As at August 31, 2007, and at December 5, 2007, there are
56,207,651 common shares outstanding.
As at August 31, 2007, we had 2,430,000 options to purchase
common shares outstanding at exercise prices ranging from
$1.85 to $3.86 with expiry dates that range between
November 2007 and December 2011. There are currently
2,180,000 options outstanding at exercise prices that range
from $1.85 to $3.86 with expiry dates that range from March
2008 to November 2012. In fiscal 2007, 537,000 options were
exercised at prices ranging from $1.60 to $2.75. The Company
received proceeds of $1,175,075 as a result of the exercise of
these options. In fiscal 2007, 500,000 options were granted
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with an exercise price ranging from $1.98 to $2.75 and expiry
dates of September 2011 and December 2011. In fiscal 2007,
492,500 options were cancelled or expired.
DISCLOSURE CONTROLS AND PROCEDURES AND
INTERNAL CONTROL OVER FINANCIAL REPORTING
As of the end of the period covered by this MD & A,
management of the Company, with the participation of the
Chief Executive Officer and the Chief Financial Officer,
evaluated the effectiveness of the Company’s disclosure
controls and procedures as required by Canadian securities
laws. Based on that evaluation, the Chief Executive Officer

and the Chief Financial Officer have concluded that the
disclosure controls and procedures were effective to provide
reasonable assurance that material information related to the
Company required to be disclosed in the Company’s annual
filings and other reports filed or submitted under Canadian
securities laws is recorded, processed, summarized and
reported within the time periods specified by those laws and
that material information is accumulated and communicated
to management of the Company, including the Chief
Executive Officer and the Chief Financial Officer, as
appropriate to allow timely decisions regarding required
disclosure, particularly during the period in which the annual
filings are being prepared.
The Chief Executive Officer, the Chief Financial Officer and
the management of the Company have designed and
implemented internal controls over financial reporting, or
caused them to be designed under supervision, to provide
reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for
external purposes in accordance with GAAP. In designing the
internal control over financial reporting it has been taken into
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consideration the size of the Company, its business
environment and the complexity of its operations. The
Company plans to take steps to improve the documentation
of procedures and controls over financial reporting in fiscal
2008, as internal controls are further evaluated. Based on an
evaluation of internal controls over financial reporting, the
Chief Executive Officer and the Chief Financial Officer have
concluded that the internal controls over financial reporting
provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements
for external purposes in accordance with GAAP.
There has been no change in the design of the Company’s
internal control over financial reporting during the quarter
ended August 31, 2007, that has materially affected or is
reasonably likely to materially affect the Company’s internal
control over financial reporting.
ADDITIONAL INFORMATION
Additional information relating to the Company is available on
SEDAR at www.sedar.com
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Auditors’ Report

To the Shareholders of
Titanium Corporation Inc.
We have audited the balance sheets of Titanium Corporation Inc. as at August 31, 2007 and 2006 and the statements of income
and retained earnings and cash flows for each of the years in the two year period ended August 31, 2007. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.
In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at
August 31, 2007 and 2006 and the results of its operations and its cash flows for each of the years in the two year period
ended August 31, 2007 in accordance with Canadian generally accepted accounting principles.

Toronto, Canada
December 5, 2007
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Balance Sheets

2007

August 31 (in Canadian dollars)

ASSETS
Current
Cash
Short-term investments
Commodity taxes receivable
Prepaids

$

239,172
23,179,780
76,968
37,052
23,532,972
13,212,493
118,411

$ 35,545,956

$ 36,863,876

$

$

57,285
243,394
300,679

Shareholders’ equity
Capital stock (Note 5)
Warrants (Note 6)
Contributed surplus (Note 8)
Deficit

$

20,626,290
14,823,946
95,720

Oil Sands Project development costs (Note 3)
Office equipment and leasehold improvements (Note 4)

LIABILITIES
Current
Bank indebtedness
Payables and accruals

—
20,547,208
42,302
36,780

2006

—
1,008,368
1,008,368

47,968,417
—
7,385,444
(20,108,584)

46,751,330
4,087,198
2,125,406
(17,108,426)

35,245,277

35,855,508

$ 35,545,956

$ 36,863,876

Commitments (Note 11)
See accompanying notes to the financial statements

Approved on Behalf of the Board

Eric W. Slavens, Director
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Scott Nelson, Director
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Statements of Loss and Deficit

2007

For the years ended August 31 (in Canadian dollars)

EXPENSES
Consulting
Office and administration
Depreciation and amortization
Directors’ fees
Insurance
Loss on foreign exchange
Professional fees
Research and development costs
Shareholders’ communication and filing fees
Stock-based compensation
Travel and promotion
Exploration properties and related plant
and equipment costs written off

$

656,480
434,818
33,802
170,500
138,259
28,948
302,635
474,793
342,394
1,012,600
316,739

$

—

2006

Cumulative,
since inception
on October 6, 1997
to August 31, 2007

884,089
508,091
32,482
150,000
128,384
51,408
408,069
—
390,316
1,208,176
288,356

$ 3,508,478
2,780,493
142,147
614,000
583,300
85,203
2,092,962
474,793
1,721,893
3,380,567
1,324,670

—

5,453,766

INTEREST INCOME

3,911,968
(911,810)

4,049,371
(815,217)

22,162,272
(2,036,992)

NET LOSS BEFORE INCOME TAXES
INCOME TAXES (RECOVERY)

3,000,158
—

3,234,154
(56,362)

20,125,280
(36,198)

NET LOSS

3,000,158

3,177,792

20,089,082

BASIC AND DILUTED LOSS PER SHARE (Note 9)

$

DEFICIT AT BEGINNING OF YEAR
NET LOSS
SHARES PURCHASED FOR CANCELLATION

$ 17,108,426
3,000,158
—

$ 13,930,634
3,177,792
—

$

DEFICIT AT END OF YEAR

$ 20,108,584

$ 17,108,426

$ 20,108,584

See accompanying notes to the financial statements
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0.05

$

0.06
—
20,089,082
19,502

Statements of Cash Flows

2007

For the years ended August 31 (in Canadian dollars)

2006

Cumulative,
since inception
on October 6, 1997
to August 31, 2007

Cash (used in) provided by:
OPERATING ACTIVITIES
Net loss
Net changes in non-cash working capital items:
Exploration properties and related plant and
equipment costs written off
Stock-based compensation
Depreciation and amortization

$ (3,000,158)

Decrease (increase) in commodity taxes receivable
Increase in prepaids
Decrease (increase) in payables and accruals

FINANCING ACTIVITIES
Common shares issued, net of issue cost
settled for cash
INVESTING ACTIVITIES
Decrease (increase) in short-term investments
Decrease in marketable securities
Exploration expenditures excluding depreciation of
pilot plant and equipment
Oil sands project development costs
Acquisition of office equipment and leaseholds

NET DECREASE IN CASH
CASH BEGINNING OF YEAR
(BANK INDEBTEDNESS) CASH END OF YEAR

$ (3,177,792)

$ (20,089,082)

—
1,088,445
33,802

—
1,208,176
32,482

5,453,766
3,456,412
142,147

(1,877,911)

(1,937,134)

(11,036,757)

34,666
272
(764,974)

(25,491)
14,023
311,860

(42,302)
(36,780)
243,394

(2,607,947)

(1,636,742)

(10,872,445)

1,175,075

2,326,224

50,711,500

2,632,572
—

839,033
567,450

(20,547,208)
—

—
(1,485,046)
(11,111)

—
(3,816,148)
(65,144)

(5,522,391)
(13,588,879)
(237,862)

1,136,415

(2,474,809)

(39,896,340)

(1,785,327)
2,024,499

(57,285)
—

(296,457)
239,172
$

(57,285)

$

239,172

$

(57,285)

See accompanying notes to the financial statements
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1. NATURE OF OPERATIONS AND BASIS OF
PRESENTATION
Titanium Corporation Inc. (“Titanium” or the “Company”)
was formed by articles of amalgamation under the Business
Corporations Act (Ontario) on July 24, 2001. The Company is
engaged in the business of developing a separation process
for the recovery of heavy minerals and bitumen from oil
sands tailings. The Company is considered to be in the
development stage as it has yet to earn any revenues and it
is devoting substantially all of its efforts toward development
of this process.
To fund its past development activities, the Company has
raised equity capital and its cash held as short-term investments amounted to $20,547,208 at August 31, 2007.
In addition to its investment in pilot facilities in Regina,
Saskatchewan, to further its development program, the
Company has constructed and operated on-site pilot facilities
at an oil sands site near Fort McMurray, Alberta. The facilities
are utilized on a test basis to process oil sands froth treatment
tailings, taken directly from the tailings pipeline. The processes
are being developed to recover heavy minerals as a concentrate and to remove and recover bitumen. The processing of
heavy mineral concentrate by separation into valuable heavy
minerals, primarily zircon, is being tested at the Company’s
Regina facilities. Process design and testing is ongoing.
Following the successful completion of development and
testing, the Company’s business plan is to commercialize
minerals and bitumen recovery from tailings at open pit oil
sands mining and extraction sites. As such, in the course of
commercialization, the Company will require agreement to
long-term access to tailings from oil sands operators to
achieve its business plan. Additional funding will be required
for commercialization and Management believes that funding
will be available. While it has been successful in the past,
there can be no assurance that it will be able to raise
sufficient funds in the future.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial statements have been prepared by management
in accordance with Canadian Generally Accepted Accounting
Principles. These financial statements are denominated in
Canadian dollars.
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(in Canadian dollars)

Use of Estimates
In preparing the financial statements, management is required
to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent
assets and liabilities at the date of the financial statements
and reported amounts of revenue and expenses during the
period. Actual results could differ from these estimates.
Short-Term Investments
Short-term investments represent investments in guaranteed
investment certificates and bankers’ acceptances with original
maturity dates of less than twelve months from period end.
Short-term investments are carried at cost. The carrying value
of the guaranteed investment certificates held by the
Company approximates their fair value.
Marketable Securities
Marketable securities are valued at the lower of cost and
market value.
Oil Sands Project Development Costs
All direct costs relating to the oil sands project which meet
the generally accepted criteria for deferral are capitalized
as incurred.
Research and Development Costs
Expenditures that are related to research and development
activities are expensed as incurred.
Office Equipment, Automobile, Leasehold Improvements
and Related Amortization
Office equipment is recorded at cost. Amortization is recorded
on the declining balance basis at an annual rate of 20%.
Automobile is recorded at cost. Amortization is recorded on
the declining balance basis at an annual rate of 30%.
Leasehold improvements are recorded at cost. Amortization is
recorded on the straight line basis at an annual rate of 20%.
In the year in which an asset is acquired, half the normal rate
of amortization is recognized.
Stock-Based Compensation
The Company recognizes the fair value of stock-based
compensation over the vesting period of the options. The fair

value of the options granted is calculated using an option
pricing model that takes into account the exercise price,
expected life of the option, expected volatility of the
underlying shares, expected dividend yield, and the risk-free
interest rate for the term of the option.
Income Taxes
Income taxes are calculated using the asset and liability
method of tax accounting. Under this method, current
income taxes are recognized for the estimated income taxes
payable for the current period. Future income tax assets and
liabilities are determined based on differences between the
financial reporting and tax bases of assets and liabilities and
on unclaimed losses carried forward, and are measured using
the substantively enacted tax rates that will be in effect
when the differences are expected to reverse or losses are
expected to be utilized. A valuation allowance is recognized
to the extent that the recoverability of future income tax
assets is not considered more likely than not.
Loss Per Common Share
Basic loss per share is computed by dividing the loss for the
year by the weighted average number of common shares
outstanding during the year, including contingently issuable
shares which are included when the conditions necessary for
issuance have been met. Diluted loss per share is calculated in
a similar manner, except that the weighted average number of
common shares outstanding is increased to include potentially
issuable common shares from the assumed exercise of
common share purchase options and warrants, if dilutive. The
number of additional shares included in the calculation is
based on the treasury stock method for options and warrants.
Currently, the effect of potential issuances of shares under
options and warrants would be anti-dilutive, and accordingly
basic and diluted loss per common share are the same.
Asset Retirement Obligation
The fair value of the liability for retirement costs related to site
reclamation and abandonment is recorded when it is incurred
and the corresponding increase to the asset is depreciated
over the life of the asset. The liability is increased over time to
reflect an accretion element considered in the initial measurement at fair value. At August 31, 2007, the Company has not
incurred or committed any asset retirement obligations related
to the development of its Oil Sands Project.

Titanium Corporation Inc.

Accounting Policy Choice for Transaction Costs
On June 1, 2007, the Emerging Issues Committee of the
Canadian Institute of Chartered Accountants (“CICA”) issued
Abstract No. 166, Accounting Policy Choice for Transaction
Costs (EIC-166). This EIC addresses the accounting policy
choice of expensing or adding transaction costs related to the
acquisition of financial assets and financial liabilities that are
classified as other than held-for-trading. Specifically, it requires
that the same accounting policy choice be applied to all
similar financial instruments classified as other than
held-for-trading, but permits a different policy choice for
financial instruments that are not similar. The Company has
adopted EIC-166 effective August 31, 2007 and requires
retroactive application to all transaction costs accounted for in
accordance with CICA Handbook Section 3855, “Financial
Instruments – Recognition and Measurement”. The Company
has evaluated the impact of EIC-166 and has determined that
no adjustments are currently required.
Future Accounting Changes
Financial Instruments – Recognition and Measurement
In January 2005, the Canadian Institute of Chartered
Accountants (“CICA”) issued Handbook Sections 3855,
“Financial Instruments – Recognition and Measurement”,
1530, “Comprehensive Income”, and 3865, “Hedges”. These
new standards are effective for interim and annual financial
statements relating to fiscal years commencing on or after
October 1, 2006 on a prospective basis; accordingly, comparative amounts for prior periods will not be restated. The
Corporation will be adopting these new standards effective
the fiscal year commencing September 1, 2007.
Capital Disclosures and Financial Instruments –
Disclosures and Presentation
On December 1, 2006, the CICA issued three new accounting
standards: Handbook Section 1535, “Capital Disclosures”,
Handbook Section 3862, “Financial Instruments – Disclosures”,
and Handbook Section 3863, “Financial Instruments –
Presentation”. These standards are effective for interim and
annual financial statements for the Corporation’s reporting
period beginning on September 1, 2008.
Section 1535 specifies the disclosure of (i) an entity’s objectives, policies and processes for managing capital;
(ii) quantitative data about what the entity regards as capital;
(iii) whether the entity has complied with any capital
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requirements; and (iv) if it has not complied, the consequences of such non-compliance.
The new 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 Corporation is currently assessing the impact of these
new accounting standards on its financial statements.
Impairment of Long-Lived Assets
Canadian GAAP requires that long-lived assets and intangibles
to be held and used by the Company be reviewed for possible
impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be
recoverable. If changes in circumstances indicate that the
carrying amount of an asset that an entity expects to hold and
use may not be recoverable, undiscounted future cash flows
expected to result from the use of the asset and its
disposition must be estimated and compared with the
carrying values of those assets.

(in Canadian dollars)

Where the undiscounted future cash flows are less than the
carrying amount of the asset, the assets are written down to
their estimated fair values. Management has not identified
circumstances indicating possible impairment of the
Company’s long-lived assets as at August 31, 2007.
Accounting Changes
In July 2006, the Accounting Standards Board (“AcSB”)
issued a replacement of The Canadian Institute of Chartered
Accountants’ Handbook (“CICA Handbook”) Section 1506,
Accounting Changes. The new standard allows for voluntary
changes in accounting policy only when they result in the
financial statements providing reliable and more relevant
information, requires changes in accounting policy to be
applied retrospectively unless doing so is impracticable,
requires prior period errors to be corrected retrospectively and
calls for enhanced disclosures about the effects of changes in
accounting policies, estimates and errors on the financial
statements. The impact that the adoption of Section 1506 will
have on the Company’s results of operations and financial
condition will depend on the nature of future accounting
changes.

3. OIL SANDS PROJECT DEVELOPMENT COSTS
Costs incurred relating to the oil sands project development are as follows:

ACQUISITION AND DEVELOPMENT COSTS:
BUILDING AND EQUIPMENT CONSTRUCTION
COSTS:

ACQUISITION AND DEVELOPMENT COSTS:
BUILDING AND EQUIPMENT CONSTRUCTION
COSTS:
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2007
Opening
Balance

Additions

$ 6,447,803

$ 1,135,899

6,764,690

475,554

$ 13,212,493

$ 1,611,453

2006
Opening
Balance

Additions

$ 4,732,510

$ 1,715,293

4,482,020

2,282,670

$ 9,214,530

$ 3,997,963

Writedowns

$

—

2007
Closing
Balance

$ 7,583,702

—

7,240,244

—

$ 14,823,946

Write-downs

2006
Closing
Balance

$

$

$

—

$ 6,447,803

—

6,764,690

—

$ 13,212,493

4. OFFICE EQUIPMENT AND LEASEHOLD IMPROVEMENTS
2007

COST
Office equipment
Automobile
Leasehold improvements

$

ACCUMULATED AMORTIZATION
Office equipment
Automobile
Leasehold improvements

NET CARRYING VALUE
Office equipment
Automobile
Leasehold improvements
$

137,894
45,714
48,573

2006

$

132,784
45,714
48,573

232,181

227,071

69,374
18,514
48,573

59,633
6,857
42,170

136,461

108,660

68,520
27,200
—

73,151
38,857
6,403

95,720

$

118,411

5. CAPITAL STOCK
The Company is authorized to issue an unlimited number of common shares.
Common Shares

Number of Shares

Amount

Balance, August 31, 2005
Exercise of warrants for cash
Valuation of warrants exercised
Exercise of stock options for cash
Reallocation from contributed surplus relating to the exercise of
Agents’ options and stock options
Adjustment to share issue costs as at August 25, 2005 to reflect
value of Broker Warrants issued

54,586,418
79,567
—
1,004,666

$ 43,512,498
179,025
50,287
2,147,199

—

1,264,695

—

(402,374)

Balance, August 31, 2006
Exercise of stock options for cash
Reallocation from contributed surplus relating to the exercise of
Agents’ options and stock options

55,670,651
537,000

$ 46,751,330
1,175,075

—

42,012

BALANCE, AUGUST 31, 2007

56,207,651

$ 47,968,417

Titanium Corporation Inc.
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(in Canadian dollars)

6. COMMON SHARE PURCHASE WARRANTS AND AGENTS’ OPTIONS
The following table reflects the continuity of the number of warrants and Agents’ options:

Expiry Date

Exercise
Price

2006
Opening
Balance

Issued

Exercised

2006
Closing
Balance

(79,567)

557,100

BlackScholes
Value

BROKER WARRANTS:
August 2007

$

2.25

—

WARRANTS:
August 2007

$

3.25

10,611,112

—

—

10,611,112

3,735,111

10,611,112

636,667

(79,567)

11,168,212

$ 4,087,198

Expired

2007
Closing
Balance

BlackScholes
Value

Expiry Date

636,667(*)

Exercise
Price

2007
Opening
Balance

Issued

BROKER WARRANTS:
August 2007

$

2.25

557,100

—

(557,100)

—

WARRANTS:
August 2007

$

3.25

10,611,112

—

(10,611,112)

—

11,168,212

—

(11,168,212)

—

$

$

352,087

—

—
$

—

(*) During fiscal 2006, share issue costs were adjusted to reflect the value of 636,667 Broker Warrants issued on August 26, 2005. The value assigned to these warrants and
charged against share capital was $402,374. The warrants were valued using the Black-Scholes pricing model with the following assumptions; dividend yield 0%, expected
volatility 45%, a risk free interest rate of 4.15%, and an expected life of 2 years.

7. COMMON SHARE PURCHASE PLAN
The Company has a stock option plan (the “Plan”) which
is restricted to directors, officers, key employees and
consultants of the Company. The number of common shares
subject to options granted under the Plan (and under all other
management options and employee stock purchase plans) is
limited to 6,000,000 common shares in the aggregate, and
with respect to any one optionee, to 5% of the number of

issued and outstanding common shares of the Company at
the date of the grant of the option. Options issued under the
Plan prior to February 26, 2003 may be exercised during a
period determined by the board of directors which cannot
exceed five years. All options granted subsequently under the
Plan vest and become exercisable by the holder over a period
of 18 months, with 1/6 of the options being granted vesting at
the end of each 3 month period following the grant.

The following table reflects the continuity of stock options granted under the Plan.
Number of Stock Options
2007
2006

Weighted Average Exercise Price
2007
2006

Opening Balance
Options granted
Options cancelled/expired
Options exercised

2,959,500
500,000
(492,500)
(537,000)

3,944,166
550,000
(530,000)
(1,004,666)

$

2.68
2.10
(2.84)
2.15

$

2.56
2.77
(2.36)
2.14

Ending Balance

2,430,000

2,959,500

$

2.60

$

2.68
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As at August 31, 2007 there were 2,046,665 (2006 –
3,031,167) exercisable stock options. The remaining expense
to be recognized as a charge to income over the vesting
period for unvested options is $350,131 (2006 – $1,154,958)

stock of 45.12% (2006: 57%); and a weighted average
expected life of the options of 5 years (2006 – 5 years).

The following table reflects the stock options outstanding as
at August 31, 2007:

The following table reflects the continuity of contributed
surplus relating to stock options:

Expiry Date

2007
2008
2009
2010
2011

Weighted Average
Exercise Price

$ 2.18
$ 2.45
$ 1.97
$ 3.41
$ 2.44

Options
Outstanding

100,000
10,000
470,000
950,000
900,000
2,430,000

During the year ended August 31, 2007, 500,000 (2006:
550,000) stock options were granted to directors, officers and
consultants of the Company. These options will be expensed
in the statement of loss and deficit or capitalized to oil sands
project development costs as they vest. Of the options
granted 308,336 (2006: 79,169) have vested and accordingly,
$275,267 (2006: $335,313) was recorded as contributed
surplus. Of the $275,267 (2006: $335,313) recorded as
contributed surplus, $158,867 (2006: $267,578) was recorded
as stock-based compensation, $72,750 (2006: $67,735) was
capitalized to oil sands project development costs, and
$43,650 (2006: $nil) was expensed to research and
development costs.
During 2007, 503,337 (2006: 399,154) options granted in prior
years had vested. Accordingly, $939,585 (2006: $1,054,684)
was recorded as contributed surplus. Of the $939,585 (2006:
$1,054,684) recorded as contributed surplus, $853,733 (2006:
$940,598) was recorded as stock-based compensation,
$53,657 (2006: $114,086) was capitalized to oil sands project
development costs and $32,195 (2006: $nil) was expensed to
research and development costs.
The fair value of all options granted in fiscal 2007 and 2006
has been estimated at the date of grant using a Black-Scholes
option pricing model. The current year’s valuation was
calculated with the following assumptions: weighted average
risk free interest rate of 3.96% (2006: 3.65%); volatility factor
of the expected market price of the Company’s common

Titanium Corporation Inc.

8. CONTRIBUTED SURPLUS

Amount

Balance, August 31, 2005
Stock option compensation expense
Options exercised

$ 2,000,105
1,389,997
(1,264,696)

Balance, August 31, 2006
Valuation of stock options granted
Options exercised
Expired warrants

2,125,406
1,214,852
(42,012)
4,087,198

BALANCE, AUGUST 31, 2007

$ 7,385,444

9. LOSS PER COMMON SHARE
The basic loss per share is computed by dividing the loss for
the year by the weighted average number of common shares
outstanding during the year. Diluted loss per share is the
same as basic loss per share. The effect of common share
purchase options, warrants and Agents’ options on the net
loss is anti-dilutive and therefore, basic loss per share is equal
to diluted loss per share.
The following table sets forth the computation of basic and
fully diluted loss per share:
2007

2006

NUMERATOR:
Net loss

$ 3,000,158

$ 3,177,792

DENOMINATOR:
Weighted average
number of
common shares

56,025,079

55,073,853

10. RELATED PARTY TRANSACTIONS
Auxilium Corporation (“Auxilium”)
The Company entered into an agreement with Auxilium, a
corporation controlled by a director, to provide the services of
President and Chief Executive Officer. The agreement is for a
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term of 3 years, commencing February 23, 2005, during
which time Auxilium will be paid $275,000 per year plus a
$12,000 per year vehicle allowance. The Company was
charged $424,500 (2006 – $424,500) during the year by
Auxilium. Included in this amount is a bonus of $137,500
(2006 – $137,500) paid to this Company during the year.
Harbour Capital Corporation (“Harbour”)
Under the terms of a consulting agreement expiring
August 31, 2007, $100,000 (2006 – $267,170) was paid to
Harbour, a company controlled by a director of the Company
to provide the services of Executive Chairman. Included in
this amount is a performance bonus of $nil (2006 – $50,000)
that was also paid to Harbour.
These related party transactions were in the normal course of
operations and were measured at the exchange amounts.
11. COMMITMENTS
The Company has entered into agreements to lease land and
office space for various periods, subject for renewal in 2008.
Future minimum annual rent and land lease amounts payable
are as follows:
OFFICE SPACE:
2008

$ 123,504

LAND LEASE:
2008
2009

$ 102,600
8,550

(in Canadian dollars)

12. SUPPLEMENTARY CASH FLOW INFORMATION
2007

Cash paid for income taxes
Stock compensation
expensed as research
and development costs
Stock compensation
capitalized to oil sands
development costs

$

—

2006

$

75,845

—

126,407
$

202,252

(56,361)

181,821
$

125,460

13. FINANCIAL INSTRUMENTS
At August 31, 2007, the Company’s financial instruments
consisted of bank indebtedness, short-term investments,
commodity taxes receivable, prepaid expenses and payables
and accruals. The Company estimates that the fair value of
these financial instruments approximate the carrying values.
Unless otherwise noted, it is management’s opinion that the
Company is not exposed to significant interest, currency or
credit risks arising from these financial instruments.

$ 111,150
14. INCOME TAXES
The following table reconciles the expected income tax recovery at the statutory income tax rate to the amounts recognized in
the statements of operations:

Net loss before income taxes reflected in the statements of operations

2007

2006

$ 3,000,158

$ 3,234,154

Expected income tax recovery at statutory rate
Non-deductible consulting (stock compensation) expense
Other non-deductible items
Effect of change in income tax rates
Valuation allowance
Income tax (recovery) reflected in the statement of operations
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1,080,433
(364,627)
(5,703)
(195,990)
(514,113)
$

—

1,216,573
(454,473)
(5,423)
(484,416)
(328,623)
$

(56,362)

The following table reflects the future income tax assets at August 31, 2007 and 2006:
Future income tax assets:
Unclaimed non-capital losses
Scientific research and development (SR&ED) expenditure pool
Excess of unclaimed exploration and development expenditures and undepreciated
capital cost over carrying values
Unclaimed common stock issue costs
Other

2007

2006

$ 5,431,718
1,272,801

$ 4,608,594
2,019,074

—
412,444
9,108

—
330,959
16,861

7,126,071
(6,217,246)

Less valuation allowance
Total future tax assets
Future income tax liabilities:
Excess of book value over unclaimed exploration and development expenditures,
undepreciated capital cost and cumulative eligible capital property
Net future tax
Under the Income Tax Act (Canada), certain expenditures are
classified as SR&ED expenditures and are grouped into a pool
for tax purposes, which are 100% deductible in the year in
which they are incurred. The expenditure pool can be carried
forward indefinitely and fully deducted in any subsequent
year. The SR&ED expenditure pool at August 31, 2007 was
$4,099,354 (2006 – $6,215,832).
The Company has also earned investment tax credits on
SR&ED expenditures at August 31, 2007 of $872,302 (2006 –
$1,324,331), which can offset Canadian income taxes
otherwise payable in future years up to 2015.

6,975,488
(5,477,865)

908,825

1,497,623

(908,825)

(1,497,623)

$

—

$

—

As at August 31, 2007, the Company has Canadian tax losses
carried forward of $17,581,293 (2006 – $14,228,494) and are
available until 2027 as follows:
2007
2008
2009
2010
2014
2015
2026
2027

$ 2,063,630
282,336
1,502,266
1,114,190
2,018,780
5,059,308
3,620,957
1,919,826
$ 17,581,293

15. COMPARATIVE INFORMATION
Certain comparative figures have been reclassified to conform
with current period financial statement presentation.

Titanium Corporation Inc.
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Corporate Governance
We are committed to adopting best practices in Corporate
Governance. The Board of Directors of Titanium Corporation
is comprised of 6 directors, four of whom are considered to
be “independent” within the meaning of National Instrument
58-101, thereby facilitating the Board’s exercise of
independent supervision over management. The following
directors are considered by the Board to be independent:
Bruce Burton, Malcolm Macpherson, Brant Sangster, and
Eric Slavens.

All committees are comprised entirely of independent
directors. To encourage and promote a culture of the highest
standards of ethical business conduct, the Board has adopted
a Code of Business Conduct and Ethics. The Code of Business
Conduct and Ethics, as well as a more comprehensive
description of Titanium Corporation’s governance practices, is
available in the company’s Management Information Circular
and on Titanium Corporation’s website at
www.titaniumcorporation.com

The Board has established the following standing committees:
Audit Committee
Compensation Committee
Corporate Governance Committee

Directors
C. BRUCE BURTON
Director

GORDON PRIDHAM
Executive Chairman

Mr. Burton is a Chartered Accountant with over 25 years experience
as a senior financial executive primarily in the natural resources
sector. He has held senior management positions with Blackrock
Ventures Inc. and served as Director until its sale to Shell Canada.
Mr. Burton also held executive positions with Rayrock Resources
Inc., Minera Rayrock Inc., Camflo Mines Inc. and Discovery West Inc.
He is Vice-President and Chief Financial Officer of Dundee Precious
Metals Inc.

Mr. Pridham is an experienced executive with more than 25 years
experience in investment banking, capital markets and corporate
banking. He has financed and advised companies in public and
private markets across a broad range of industries, including the
energy and natural resources sectors. Mr. Pridham held positions
with Chemical Bank and National Bank in New York, Calgary, Toronto
and Hong Kong, and also led the Investment Banking groups at
Deutsche Morgan Grenfell, Research Capital and Raymond James.
He is President and CEO of Edgewater Capital Inc., and Chairman of
Monarch Wealth Management. He is a graduate of the Institute
of Corporate Directors and also serves as a director of Newalta
Income Fund.

MALCOLM MACPHERSON
Director
Mr. Macpherson led Iluka Resources Ltd., the world’s largest
producer of alluvial titanium minerals and zircon, through two decades
of expansion in Australia and the U.S., and served as its Managing
Director & CEO until 2002. He is a director of Minera Resources Ltd.
and Portman Ltd.

SCOTT NELSON
President & CEO
Mr. Nelson has over 25 years experience building successful organizations and fostering growth in resource-based, capital-intensive
industries in Canada and internationally. He has held senior executive
positions in the oil and gas sector with Dome Petroleum, Amoco
Canada, and Amerada Hess. Mr. Nelson also held consulting
positions with PWCC and IBM.
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BRANT SANGSTER
Director
Mr. Sangster retired from a 25-year career with Petro-Canada where
most recently, he served as Senior Vice-President responsible for oil
sands production and development. Mr. Sangster was a director of
Syncrude Canada Ltd., and currently serves as a director of Canadian
Oil Sands Ltd., a wholly-owned subsidiary of Canadian Oil Sands Trust.

ERIC W. SLAVENS, FCA
Director
Mr. Slavens was a partner of PricewaterhouseCoopers LLP for over
30 years and is a fellow of the Institute of Chartered Accountants of
Ontario. He is a certified director of the Institute of Corporate
Directors and currently serves on the board of directors of Altus
Group Income Fund, The Effort Trust Company, Canada-Israel
Securities Limited, and Heritage Toronto.
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