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TERRA NOVA

ROYALTY CORPORATION

Quarterly Report for the Three and Six Months EndedJune 30, 2011
(August 15, 2011)

The following report and the discussion and analgéiour financial condition and results of
operations for the three-and six-month periods éddme 30, 2011 should be read in
conjunction with our unaudited interim financiahments and notes for the three and six
months ended June 30, 2011, our 2010 annual additettial statements and the notes
thereto and 2010 annual report on Form 20-F filgd the United States Securities and
Exchange Commission (the “SEC”) and Canadian seéesiriegulators. Our financial
statements for the three and six months ended3Wy2011 have been prepared in
accordance with International Financial Reportitgn8ards (“IFRS”) as issued by the
International Accounting Standards Board (“IASB#hich may not be comparable to
financial statements prepared in accordance witltedrStates or Canadian generally
accepted accounting principles. Unless otherwisedf all references to dollar amounts
herein are to United States dollars. As used mdbicument, the terms “we”, “us” and “our”
mean Terra Nova Royalty Corporation and our subsis, unless otherwise indicated. All
references to “C$” herein are to Canadian dollars.

Disclaimer for Forward-Looking Information

Certain statements in this quarterly report arevéwd-looking statements, which reflect our
expectations regarding our future growth, resultsperations, performance and business
prospects and opportunities. Forward-looking stat@siconsist of statements that are not
purely historical, including any statements regagdieliefs, plans, expectations or intentions
regarding the future. While these forward-lookitgtements, and any assumptions upon
which they are based, are made in good faith aftetteour current judgment regarding the
direction of our business, actual results will aétnalways vary, sometimes materially, from
any estimates, predictions, projections, assumgtiorother future performance suggested
herein. No assurance can be given that any ofwbete anticipated by the forward-looking
statements will occur or, if they do occur, whabdfits we will obtain from them. These
forward-looking statements reflect our current \deand are based on certain assumptions
and speak only as of the date hereof. These assumspivhich include our current
expectations, estimates and assumptions aboutusirdss and the markets we operate in,
the global economic environment, interest ratesharge rates and our ability to manage
our assets and operating costs, may prove to loeréat. No forward-looking statement is a
guarantee of future results. A number of risks amcertainties could cause our actual results
to differ materially from those expressed or imgli®y the forward-looking statements,
including those described herein and in our anre@brt on Form 20-F. Such forward-
looking statements should therefore be construdidlih of such factors. Investors are
cautioned not to place undue reliance on thesedimooking statements. Other than in
accordance with its legal or regulatory obligatione are not under any obligation and we
expressly disclaim any intention or obligation fudate or revise any forward-looking
statements, whether as a result of new informafidore events or otherwise. Additional
information about these and other assumptionss askl uncertainties are set out in the
“Risk Factors” section of this report and in ounaal report on Form 20-F for the year
ended December 31, 2010 filed with the SEC and @lanasecurities regulators.
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TERRA NOVA ROYALTY CORPORATION

DEAR FELLOW SHAREHOLDERS

| am pleased to present the results for the three and six months ended June 30,
2011 for Terra Nova Royalty Corporation (“Terra Nova” or the “Company”). Before
discussing these results with you in more detail, | would like to advise you of a
change in the Company’s primary focus going forward. After considerable review
and discussions, the Board of Directors has approved a nhame change to MFC
Industrial Ltd ., and determined that the Company should primarily focus its efforts
on building our existing commaodities activities into a global commodities supply
chain business that will source and deliver commodities and materials to all
industries, with an emphasis on the financing and risk management aspect of the
business. We believe that this strategy will allow us to capitalize on our sourcing,
finance, risk management and logistics capabilities and experience to maximize
returns throughout the commodities supply chain.

RESULTS FOR THE SIX MONTHS ENDED JUNE 30, 2011

Revenues for our commodities and resources business were $257.0 million for
the six months ended June 30, 2011, compared to $8.8 million for the same period
in 2010, primarily as a result of the inclusion of the integrated commodities
operations of Mass Financial Corp. (“Mass”), which we acquired in the fourth quarter
of 2010. Included in our commodities and resources business are revenues
generated by our royalty interest, which increased to approximately $12.3 million for
the six months ended June 30, 2011, compared to $8.8 million for the same period
in 2010. The increase in royalty revenue was mainly attributable to a higher royalty
rate. A total of 1,515,120 tons of iron ore pellets were shipped during the six-month
period ended June 30, 2011.

Revenues for our merchant banking business were $12.5 million for the six
months ended June 30, 2011, compared to $nil for the same period in 2010,
primarily as a result of the inclusion of Mass's results.

Other revenues , which encompass our corporate and other investments, were
$8.1 million for the six months ended June 30, 2011, compared to $1.1 million for
the same period in 2010, primarily as a result of the inclusion of Mass’ results.
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Costs of sales increased to $226.9 million during the six months ended June 30,
2011 from $6.0 million for the same period in 2010. Selling, general and
administrative expenses increased to $21.8 million for the six months ended
June 30, 2011 from $4.3 million for the same period in 2010. The increases were
primarily linked to the inclusion of Mass’s operations.

RESULTS FOR THE THREE MONTHS ENDED JUNE 30, 2011

Revenues for our commodities and resources business were $138.2 million for
the three months ended June 30, 2011, compared to $4.9 million for the same
period in 2010, primarily as a result of the inclusion of the integrated commodities
operations of Mass. Included in our commodities and resources business are
revenues generated by our royalty interest of approximately $6.8 million for the
three months ended June 30, 2011. A total of 795,770 tons of iron ore pellets were
shipped during the three months ended June 30, 2011.

Revenues for our merchant banking business were $1.1 million for the three
months ended June 30, 2011, compared to $nil for the same period in 2010 as a
result of the inclusion of the activities of Mass.

Other revenues , which encompass our corporate and other investments, were
$4.4 million for the three months ended June 30, 2011, compared to $0.9 million for
the same period in 2010, and are attributable to the inclusion of Mass in the current
quarter.

Costs of sales increased to $120.5 million during the three months ended June 30,
2011 from $3.3 million for the same period in 2010, while selling, general and
administrative expenses increased to $10.4 million from $1.7 million for the same
period of 2010. These increases are primarily linked to the inclusion of Mass'’s
operations in the current period.

OVERVIEW OF RESULTS FOR THE SIX AND THREE MONTHS ENDED JUNE
30, 2011

Our total revenues by operating segment and income from continuing operations for
the six months ended June 30, 2011, as well as each of the three month periods
ended June 30, 2011 and March 31, 2011 were:

REVENUES (2011) All amounts in thousands
June 30 June 30 March 31
six months | three months | three months
Commaodities and resources $ 256,955 |$ 138,210 |$ 118,745
Merchant banking 12,511 1,110 11,401
Other 8,056 4,365 3,691
Total revenues $ 277,522 |$ 143,685 |$ 133,837
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INCOME FROM CONTINUING OPERATIONS (2011)
All amounts in thousands, except per share amounts

June 30 June 30 March 31
six months | three months [ three months
Commodities and resources [$ 17,314 |$ 12,453 |$ 4,861
Merchant banking 12,610 630 11,980*
Other (13,739) (1,477) (12,262)
Income before income
taxes 16,185 11,606 4,579
Income tax (1,959) (182) a,777)
Resource property revenue
tax recovery (expenses) (679) 502 (1,181)
Net loss attributable to non-
controlling interest 1,370 71 1,299
Net income from continuing
operations to
shareholders $ 14,917 |$ 11,997 |$ 2,920
Earning per share $ 0.24 ($ 0.19 |$ 0.05

*Note: The income before income tax from the merchant banking segment
was higher than its revenue in the three months ended March 31, 2011,

which was due to a gain not recognized in revenue.

ONE-TIME NON-CASH EXP

ENSES

The following table shows the effects of one-time and non-cash discretionary

expenses on 2011 earnings.

EFFECTS OF ONE-TIME & NON-CASH DISCRETIONARY EXPENSES IN 2011
All amounts in thousands, except per share amount
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June 30 March 31

three months three months

Share-based compensation $ — | $ 7,291
Other 145 1,472
Total $ 145 | $ 8,763
Per share impact, diluted $ — | $ 0.14




TERRA NOVA ROYALTY CORPORATION

REVENUE BREAKDOWN FOR THE SIX MONTHS ENDED JUNE 30, 2011

The following pie charts show (i) the breakdown of revenue by business
segment and (ii) revenue by region. Both charts are for the six months ended
June 30, 2011.

REVENUE BY BUSINESS SEGMENT REVEMNLE BY REGIONM

Merchant

Banking 2% Other Americas

Europe

Commodities &
B3%

Resources
93%

FINANCIAL HIGHLIGHTS

The following table highlights certain selected key numbers and ratio in order
to better understand Terra Nova's financial position.

FINANCIAL HIGHTLIGHTS AS OF JUNE 30, 2011

All amounts in thousands, except per share amount a nd ratio

Cash and cash equivalents $ 413,857
Short-term securities 21,379
Working capital 371,116
Acid test ratio* 2.23
Shareholders’ equity 557,658
Equity per common share 8.91

*Note: Calculated as cash and cash equivalents plus short-term cash deposits,
short-term securities and receivables, divided by total current liabilities.

LIQUIDITY

As at June 30, 2011, we had cash and short-term securities of $435.2 million.
We monitor our capital on the basis of our debt-to-adjusted capital ratio and
long-term debt-to-equity ratio. The debt-to-adjusted
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capital ratio is calculated as net debt divided by adjusted capital, while net
debt is calculated as total debt less cash and cash equivalents. The long-
term debt-to-equity ratio is calculated as long-term debt divided by
shareholders’ equity.

LIQUIDITY All amounts in thousands
June 30, 2011 December 31 2010

Total debt $ 55,007 [ $ 52,748
Less: cash and cash

equivalents (413,857) (397,697)
Net debt (net cash and

cash equivalents) (358,850) (344,949)
Shareholders’ equity 557,658 547,756
Debt-to-adjusted capital

ratio Not applicable* Not applicable*

*Note: The debt-to-adjusted capital ratio as at June 30, 2011and December 31, 2010
were not applicable as we had a net cash and cash equivalents balance at such

dates.
LONG-TERM DEBT All amounts in thousands, except ratios
June 30, 2011 December 31 2010

Long-term debt, less

current portion $ 29,668 | $ 48,604
Shareholders’ equity 557,658 547,756
Long-term

debt-to-equity ratio 0.05 0.09

We had a net cash and cash equivalents balance after deduction of our total
debt, and our long-term debt-to-equity ratio was 0.05 and 0.09 as at June 30,
2011 and December 31, 2010 respectively.

CREDIT FACILITIES

We maintain various types of credit lines and facilities with various banks,
and most of these are short-term. These facilities are used for

day-to-day business, structured finance and various other activities in both
the commodities and finance areas.

As at June 30, 2011 we had credit facilities aggregating $379.0 million, of
which unsecured revolving credit facilities totalled $181.9 million. We also
had revolving credit facilities of $9.8 million for our structured trade finance
activities with the margin charged by the lender being negotiable when the
facility is used. We also had (i) a foreign exchange credit facility of

$63.9 million and (ii) a non-recourse factoring arrangement with a bank for up
to $123.4 million based on receivables from commodities operations. All of
these facilities are renewable on a yearly basis.
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SALE / DIVESTITURE OF ASSETS

We have completed a comprehensive review of our assets and identified
some merchant banking and other non-core net assets in the amount of
approximately $102.0 million, or $1.63 per share, which are not required for
our future operations. We believe it is in the best interest of our shareholders
to receive this value directly, by way of a special cash and/or spinout
dividend or distribution. We are completing the final plan to do so in the most
tax efficient manner for both the Company and its shareholders. We expect
to complete this in November.

All of our assets are under constant review to assess the risk and acceptable
returns for the Company.

DIRECTIONAL FOCUS

As mentioned above, we have determined to focus our efforts on building a
global commodities supply chain business. We believe, by committing
our capital and personnel, that this strategy will allow us to maximize returns
throughout the commaodities supply chain. But we still need to penetrate other
markets and enhance our product lines.

We view the major advantages of the commodities supply chain business to
be:

Turnaround cycle is generally short, resulting in a minimum risk profit
realization.

Requires a minimal investment in fixed assets.
Generates long -term customer loyalty.

Allows us to leverage our ability to arrange and/or finance suppliers for
the long -term.

Enables us to capitalize on our risk management exp  ertise.

The Company plans to change its name to MFC Industrial Ltd. promptly upon
receipt of regulatory approvals and our shares will continue to trade on the
New York Stock Exchange under a new trading symbol, beginning in mid-
September.

CORPORATE TAXATION

The Company continued to be fiscally responsible and paid minimal
corporate income taxes during the first six months of 2011.

ANNUAL CASH DIVIDEND

The Company’s annual cash dividend is based on the annual dividend yield
of the New York Stock Exchange Composite Index for the preceding year,




plus 25 basis points. In January we announced the declaration of an
aggregate cash dividend for 2011 of $0.20 per common share, representing
a dividend yield of 2.58 percent, payable quarterly.

To date we have paid total cash dividends of $0.15 per share, with an
additional payment of $0.05 per common share expected to be announced in
the third quarter of 2011. In the future, we plan to announce and declare the
cash dividend during the first full week of each year. The declaration, timing
and payment of future dividends will depend on, among other things, our
financial results.
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EXPANSION PLANS

We are pleased with our new focus on building a global commodities
supply chain company together with all of our corporate changes and
emphasis on expansion of our operations. We have now identified several
strategic acquisitions that will complement our new business focus. This
strategy is now underway.

Our task now is to acquire and integrate new operations that will make us
larger and, most important, more profitable.

We are generally optimistic that 2011 will be a watershed year as we pursue
our acquisition strategy. We have a much stronger financial base than many
other companies our size, and years of experience in buying good assets
and realizing value. With the current financial uncertainty in the market, we
believe that many interesting opportunities may present themselves.

Respectfully Submitted,

Michael J. Smith
Chairman of the Board
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Nature of Business

We are active in a broad spectrum of activitieatesl to the integrated combination of commodities a
resources and merchant banking. Our businessigedivnto three reportable segments: (i) commasldied
resources, which includes our commodities traditiyies and mineral and royalty interests; (iigrohant banking
which includes trading, structured finance, logstand financial services and proprietary inveséictivities; and
(iii) other, which encompasses our corporate ahdranvestments and business interests, includimgnzdical
supplies and servicing business and corporate.

Our board of directors has recently determinedwheashould primarily focus our efforts on buildiagr
existing integrated commodities and resource ojmerainto a global commodities supply chain bussnasich will
source and deliver commodities and materials tmdiistries, with an emphasis on the financing rEsid
management aspect of the business. We believéhikatrategy will allow us to capitalize on ouusting, finance,
risk management and logistics capabilities and Bepee to maximize returns throughout the commeslitiupply
chain. To better reflect our new focus, we propgosghange our name to “MFC Industrial Ltd.” in tinérd quarter
of 2011, upon receipt of requisite regulatory appts.

Commodities and Resources

Our commodities and resources business is globadlysed and include our integrated commodities atjmers
and our mineral interests. We conduct such opersiwimarily through our subsidiaries based in YiignAustria
and supply various commodities, including mineeaid metals, chemical and plastics and wood prodaaiar
customers. Such commodities originate either fraimdirectly or indirectly held interests in resogifarojects or are
secured by us from third parties. We also deriwelpction royalty revenue from a mining sub-leastheflands
upon which the Wabush iron ore mine is situated.

Through our commodities and resources businesg)seeprovide logistics, supply chain managementathe
services to producers and consumers of commodithesse activities are supported by strategic dweatdirect
investments in natural resource assets operatingricore commodities, including the productiorplafstics, non-
ferrous metals and minerals.

Our commodities operations include sourcing angktipg commodities. To a lesser extent, we alscaa@n
agent for our clients. Our commodities operatioftsroutilize innovative strategies and structuk¥e. engage in
purchases and sales with commodity and other pevdweho are unable to effectively realize salestdubeir
specific circumstances.

Generally we purchase or produce the underlyingnsodity and sell it to an end buyer or transfeoitdnothe
commodity which will subsequently be sold. Furtremmmodity producers and end customers often wdttk us to
better manage their internal supply chain, distrdsurisk, and currency and capital requirementsuch
commodities operations, we try to capture varioadihg, financing and currency spreads. Throughoperations,
we have been able to develop ongoing relationshiftscommodity producers, end customers and firemscnd
integrate them into our financial activities.

Through our commodities operations, we have soumguplied and traded, primarily for our own acdpun
commodities, including metals and minerals and é¢bals and plastics.

We generally source commodities from Asia, AfriEarope, Australia, the United States and the Midkist.
Our commodities sales include the European, Mi#idistern, Asian and North and South American markets

Our commodities operations are supported by ousticg and finance activities in order to providssic
effective and efficient transportation, as wellgaanting of payment terms for working capital reqaients for our
customers and partners.

We currently indirectly derive production royalgvenue from a mining sub-lease of the lands updnhathe
Wabush iron ore mine is situated in Newfoundland laabrador, Canada. This sub-lease commenced & 49%
expires in 2055. The lessor is Knoll Lake Minedaid. (“Knoll Lake Minerals”), which holds a direatining lease
from the Province of Newfoundland and Labrador. Thiee is currently operated by Cliffs Natural Res&s Inc.
(“Cliffs™). Iron ore is shipped from the mine to iate Noire, Québec, Canada, where it is pelletibe@010, 2009
and 2008, 3.8 million, 3.2 million and 4.0 millidons of iron pellets, respectively, were shippedhie three montt
ended March 31, 2011 and June 30, 2011, 719,3502Hd 70 tons, respectively, were shipped, compared
874,174 and 941,033 in the same periods in 201¢h Shipments are subject to seasonal and cyclicaUftions.
The royalty is paid quarterly and is based on émmage of iron ore pellets shipped from Pointe &ld@uébec.
Pursuant to the terms of the mining sub-leaserdpalty payment is not to be less than C$3.25 armilpper annum
until its expiry. In 1988, the royalty rate was arded to require a base royalty rate of C$1.685qewith






escalations as defined in the sub-lease. We anmeatly obligated to make royalty payments of CROp2r ton on
shipments of iron ore pellets from Pointe NoiregQec, to Knoll Lake Minerals, which holds the direase over
the mine property with the Province of Newfoundlamdi Labrador. Cliffs applies a portion of the fby@ayments
under the sub-lease to make such royalty paymerdadll Lake Minerals. In August 2011, we reorgaudour
royalty asset to hold an indirect 99.44% economierest therein.

Merchant Banking

Our merchant banking operations include merchamkibg and financial services, including specialized
banking, corporate finance, third-party financimgl ather services, proprietary investing and oat estate and
investment properties. We seek to invest in madystries, emphasizing those business opportunitiese the
perceived intrinsic value is not properly recogdize

We use our financial and management expertisedmadnlock value within a relatively short timerjoel. Outr
merchant banking activity is generally not passind we seek investments where our financial exqeesnd
management can add or unlock value. Proprietamsimvents are generated and made as part of owllover
merchant banking activities and are realized up@r time, sometimes taking more than one yeardtitan, we
often seek to acquire interests or establish miahips with commodity producers to realize upotepial
synergies. Such interests can be acquired througiihases of, or investments in, commodity prodyaerrough
contractual arrangements with them, including aket agreements. The investments we make in comynodit
producers are part of our merchant banking strategy

Our activities include making proprietary investrigethrough investing our own capital and utilizimgy
expertise to capture investment opportunities. A&k ¢o invest in businesses or assets whose iictsiakie is not
properly reflected in their share or other pricée® such investments are in companies or assatsite under
financial, legal or regulatory distress and ourv&es include resolving such distress. Our investakes many
forms and can include acquiring entire business@®uions thereof, investing in equity, investinghe existing
indebtedness (secured and unsecured) of a busingsgew equity or debt issues. Our investingaeagally not
passive and we invest where we believe our exednifinancial restructuring and management andptementary
trading and corporate finance capabilities canadehlock value. Our investing in distressed busses
and/or assets can result in complex and intricagallissues relating to priorities, claims and otights of
stakeholders. Such issues can result in our beirgved in legal and other claims as part of owrall proprietary
investment strategy. Our proprietary investmengsadten made as a part of, or complementary ta&oomodity
and resources trading activities.

Other

Our other segment includes our corporate and imersts, which include financing joint ventures thghwour
Shanghai-based subsidiary which provides medicaicgss, equipment and supplies.

Dividend Policy

On January 10, 2011, we announced that our boadaesftors had adopted an annual dividend policy,
providing for an annual dividend based on the ahdivédend yield of the New York Stock Exchange Guosite
Index for the preceding year plus 25 basis poldtsthe same date, we announced an annual caslemiivfdr 2011
of $0.20 per common share, payable in four quartestaliments. To date, a dividend payment of $@ér share
has been made: (i) on January 31, 2011 to sharetsobd record on January 20, 2011; (ii) on Aprij 2011 to
shareholders of record on March 31, 2011; anddgiipuly 11, 2011 to shareholders of record on 30n@011.

Discussion of Operations

The following discussion and analysis of our finahcondition and results of operations for thedbrand six
months ended June 30, 2011 and 2010 should beimeamhjunction with our unaudited condensed comsaéd
financial statements and related notes. Our finahsiatements for the three and six months ended 30, 201:
were prepared in accordance with IFRS.

General

We are an integrated commodities and resourcesnanchant banking company and conduct our operations
internationally. Our activities include the supplyd sale of commodities. We also commit our owritabfp
promising enterprises and invest and otherwiseucaphvestment opportunities for our own accounge ek to
invest in businesses or assets whose intrinsievalaot properly reflected in their share priceraue. Our






investing is generally not passive. We activelyksegestments where our financial expertise andagament can
add or unlock value.

Our results of operations have been and may cantmbe affected by many factors of a global nature
including economic and market conditions, the allity of capital, the level and volatility of ey prices and
interest rates, currency values, commodity pricesather market indices, technological changesatiadability of
credit, inflation and legislative and regulatorwdB®pments. Our results of operations may also atenally
affected by competitive factors. Competition in@adirms traditionally engaged in merchant bankingd financial
services such as merchant and investment banksy alith other capital sources such as hedge fuprdate equity
firms and insurance companies, and other trade aniep engaged in commodities in Europe, Asia aobladly.

Our results of operations for any particular pemoay also be materially affected by our realization
proprietary investments. These investments are nmad@ximize total return through long-term appaéion and
recognized gains on divestment. We realize on oapretary investments through a variety of methiodtuding
sales, capital restructuring or other forms of dtweent.

A majority of our revenues is derived from our coatlities and resources operations. The remainingopaer
are generally derived from financial services, saleproperties and net realized and unrealizeglsgan securities.

We view our book value per share as a key indicattour overall financial performance. Our bookuehs at
June 30, 2011 and December 31, 2010 is set foltlwbe

June 30, December 31
2011 2010
(United States dollars in
thousands, except per share
amounts)

Book value $557,65¢ $547,75¢
Book value per shai 8.91 8.7¢

Business Environment

Our financial performance is, and our consolidagllts in any period can be, materially affectedjlobal
economic conditions and financial markets generally

Our favourable business environment is characttigemany factors, including a stable geopolitahate,
transparent financial markets, low inflation, lowtdarest rates, availability of credit, low unemptwnt, strong
business profitability and high business and irstestnfidence. Unfavourable or uncertain economit market
conditions can be caused by declines in econonoiatly; business activity or investor or businesdidemce,
limitations on the availability or increase in thast of credit and capital, increases in inflatioherest rates,
exchange rate volatility, outbreaks of hostilitegsother geopolitical instability, corporate, pml#tl or other scandals
that reduce investor confidence in the capital mtkor a combination of these or other factors.

Although economic conditions continued to recowvethie first half of 2011, such recovery remainseggalty
tepid and the overall pace of recovery is uneveteagloped economies are growing at a slower gereemerging
markets. There can be no assurance as to the paoprovement of such economic condition in therrteam.

Presentation of Financial Information/Accounting Treatment

We completed our acquisition of Mass Financial Cdfass”) and caused the amalgamation of Massoamd
wholly-owned subsidiary in December 2010. As altesfithe successful acquisition, we commenced cliateting
Mass'’s operations, including its commaodities andahant banking activities from November 16, 2010.

Until March 30, 2010, we also operated in the indalsplant design, engineering and equipment suppl
business (the “Industrial Business”) through KHDniholdt Wedag International AG. As at March 30, 2046
completed a plan of arrangement pursuant to wiaictong other things, we distributed approximateoas the
outstanding shares of our Industrial Businessuel $sime) to our shareholders and ceased to caladelit as at
March 31, 2010. We distributed the substantial f@dzof our interest in Industrial Business to dwareholders over
the course of 2010.

The disposition of our former Industrial Busines010 resulted in it being accounted for as disnaed
operations. Accordingly, prior period financialtstments have been reclassified to reflect this ghaBecause we
are reclassifying prior years' financial statemdotsthe presentation of discontinued operations,reported results
including, among other things, earnings and eampey share, are not consistent with that which aviagnally
presented.






Results of Operations
Summary of Quarterly Results

The following tables provide selected financiabimhation for the most recent eight quarters preseint
accordance with IFRS:

June 30, March 31, December 31 September 30
2011 2011 2010( 2010

(United States dollars in thousands, except per shmamounts)
Net sales $142,03: $132,58:. $57,00¢ $17,62%
Equity income 1,65:% 1,25¢ 954 —
Total revenue 143,68! 133,83 57,96( 17,62
Net income from continuing operatio® 11,99° 2,92( 46,56 71
Basic earnings from continuing operations, pere 0.1¢ 0.0t 0.92 —
Diluted earnings from continuing operations, pears! 0.1¢ 0.0¢ 0.92 —
Net income(@) 11,99; 2,92( 46,37+ 4,941
Basic earnings, per she 0.1¢ 0.0t 0.92 0.1t

Diluted earnings, per sha 0.1¢ 0.0t 0.92 0.1t

Notes:

(1) We consolidated the operations of Mass from Noveri6e2010
(2) Net income attributable to our sharehold

June 30, March 31, December 31 September 30
2010 2010 2009 2009
(United States dollars in thousands, except per shmamounts)
Net sales and total revent $583 $ 4,01Z $ 5,57 $ 4,914
Net (income) loss from continuing operatic®) 1,00 (1,807 (1,482 (2,246
Basic (income) loss from continuing operations, gfeare 0.0z (0.06) (0.05) (0.07)
Diluted (income) loss from continuing operationsr pharc  0.0: (0.06) (0.05) (0.07)
Net income (loss@ (1,720 (19,279 37,69 5,88:
Basic earnings (loss), per shi (0.0¢€) (0.69) 1.2t 0.1¢

Diluted earnings (loss), per shi (0.0€) (0.69) 1.2¢ 0.1¢

Note:
(1) Net income attributable to our sharehold




Three Months Ended June 30, 2011 Compared to theeehMonths Ended June 30, 2010

The following table sets forth, for the periodsitaded, certain key unaudited operating resultsathdr

financial information:

Net sales
Gross revenue
Costs and expens
Costs of sale
Selling, general and administrative expe
Net income from continuing operatio®)
Net loss from discontinued operatic®
Net income (loss®
Basic earnings (loss) per sha
Continuing operation
Discontinued operatior
Diluted earnings per shar
Continuing operation
Discontinued operatior

Note:

(1) Net income attributable to our sharehold

Three Months Ended
June 30

2011 2010
(United States dollars in
thousands, except per

share amounts)

$142,03.  $5,83¢
143,68! 5,83¢
133,03: 4,971
120,45¢ 3,31z
10,38¢ 1,66~
11,997 1,004
— (2,729
11,997  (1,72)

0.1¢ 0.0z
— (0.0%)
0.1¢ 0.0¢
— (0.09)

The following is a breakdown of our total revenbgsactivity for each of the three-month periodseshd

June 30, 2011 and 2010:

Gross Revenues
Commodities and resourc
Merchant bankini

Other

June 30,
2011 2010
(United States dollars ir
thousands)

$138,21(  $4,94¢
1,11C —
4,36¢ 887
$143,68! $5,83¢

The following charts illustrate our revenues byibass segment and geographic distribution in theetmonth

ended June 30, 2011:

Revenues by Business Segment

- Cammesdilics & Resines: 555 - Merchan Banking | %

Revenues by Region
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Based upon the average exchange rates for therttoeths ended June 30, 2011, the United Stateardoll
decreased by approximately 11.7% in value agdiesEuro and approximately 5.8% in value againsCteadian
dollar, compared to the average exchange rateahdoame period in 2010. As at June 30, 2011, thited) States




dollar had decreased by approximately 7.8% ag#iesEuro and 3.1% against the Canadian dollar since
December 31, 2010.

Gross revenues for the three months ended JurD3Q,increased to $143.7 million (consisting of sedes of
$142.0 million and equity income from medical joigntures of $1.7 million) from $5.8 million (costing wholly
of net sales) in the same period of 2010, primad\a result of the inclusion of the results ofdperations of Mass
in the current quarter.

Gross revenues for our commodities and resourcaadss were $138.2 million for the three monthseend
June 30, 2011, compared to $4.9 million for theesgeriod in 2010, primarily as a result of the ursabn of Mass it
the current quarter. During the three months erddee 30, 2011, income generated by the royaltgasad to
approximately $6.8 million from approximately $4fllion in the same period of 2010. This increasedyalty
income was mainly attributable to a higher royadtie. A total of 795,770 tons and 941,033 tonsaf bre pellets
were shipped during the three months ended Jun203@, and 2010, respectively.

Gross revenues for our merchant banking business $d1 million for the three months ended June28a.1,
compared to $nil for the same period in 2010, prilpas a result of the inclusion of Mass in thereat quarter.

Gross revenues for our other segment were $4.dbmiibr the three months ended June 30, 2011, credpa
$0.9 million for the same period in 2010, primarly a result of the inclusion of Mass in the curcprarter.

Costs of sales increased to $120.5 million durirgthree months ended June 30, 2011 from $3.3omiftir the
same period in 2010, primarily as a result of thesolidation of Mass’s operations from November2l,0. The
following is a breakdown of our costs of salesdach of the three-month periods ended June 30, &0d 2010:

June 30,
2011 2010
(United States dollars ir
thousands)

Costs of Sales
Commodities and resourc $117,18¢ $2,51:
Loss on trading securitie — 79¢
Credit losses recovery on loans and receive (474 —
Other 3,74: —

$120,45¢  $3,31Z

Selling, general and administrative expenses, eikunfushare-based compensation, increased to $1ilidnm
for the three months ended June 30, 2011 fromiillibn for the same period of 2010. The increasprimarily
linked to the inclusion of Mass’s operations.

For the three months ended June 30, 2011, we eatumterest expenses of $2.2 million, comparechibi the
same period of 2010. The interest expenses incinrée second quarter of 2011 were in connectith interest
payments on our long-term debt and credit facilitie

For the three months ended June 30, 2011, we et@arnet foreign currency transaction gain of $dilion,
compared to a loss of $0.5 million in the three therended June 30, 2010.

We recognized a provision for income taxes (othantresource property revenue taxes) of $0.2 mitfiering
the three months ended June 30, 2011, comparecktmeaery of income taxes of $1.7 million during tame
period of 2010. Our statutory tax rate was 26.5%ngduthe three months ended June 30, 2011 compar2®i5%
for the same period in 2010. The effective tax natihe current quarter was lower than our stayutax rate. The
income tax paid in cash during the three montheéddine 30, 2011 was $9 thousand.

We had a resource property revenue recovery of @dlsn during the three months ended June 30,1201
compared to expenses of $1.1 million during theesperiod of 2010. The resource property revenuesata was
20% on the gross royalty revenue from our royaitgriest, deducted at source, which is reduced By @0
deductible expenses. The resource property reviaxuecovery was primarily a result of a tax refuaim.

Overall, we recognized an income tax recovery o8$illion (provision for income taxes of $0.2 riolh and
recovery of resource property revenue taxes of 80ll®n) during the three months ended June 3Q,12@ompared
to $0.6 million (recovery of income taxes of $1.#llion and resource property revenue taxes of $dillion) during
the same period of 2010.




For the three months ended June 30, 2011, our iedoom continuing operations was $12.0 million$6r19
per share on a basic and diluted basis, comparados from continuing operations of $1.0 million $0.03 per
share on a basic and diluted basis, for the samedpa 2010.

Six Months Ended June 30, 2011 Compared to the Bianths Ended June 30, 2010

The following table sets forth, for the periodsigaded, certain key unaudited operating resultsahdr
financial information:

Six Months Ended
June 30
2011 2010
(United States dollars in
thousands, except per
share amounts)

Net sales $274,61. $ 9,84¢
Gross revenue 277,52: 9,84¢
Costs and expens 260,07 10,28(
Costs of sale 226,90: 6,00
Selling, general and administrative expe 21,79¢ 4,26¢
Shar-based compensation expe! 7,21¢ —
Net income (loss) from continuing operatic®) 14,917 (797)
Net loss from discontinued operatic() — (20,207)
Net income (loss(®) 14,917 (20,999
Basic earnings (loss) per sha

Continuing operation 0.24 (0.03)

Discontinued operatior 0.24 (0.67)
Diluted earnings (loss) per sha

Continuing operations discontinued operati 0.2¢4 (0.03)

Discontinued operatior 0.24 (0.67)
Note:

(1) Net income attributable to our sharehold

The following is a breakdown of our total revenbgsactivity for each of the six-month periods endede 30,
2011 and 2010:

June 30,
2011 2010
(United States dollars
in thousands)

Gross Revenues

Commodities and resourc $256,95!  $8,76¢
Merchant bankint 12,51 —
Other 8,05¢ 1,08(

$277,52:  $9,84¢




The following charts illustrate our revenues byibass segment and geographic distribution in tkenginths
ended June 30, 2011:

Eevenues by Business Segment Revenues by Region

- Cammesdhilics & Resdines: 93% - Mlerchant Banking 5% Chher 2% - Furope 535 - Americas 6% Haia 199 - Chher 25

Based upon the average exchange rates for themithsiended June 30, 2011, the United States dollar
decreased by approximately 5.6% in value against the Euro and the Canadian dollar, comparede@terage
exchange rates for the same period in 2010. Asrat 30, 2011, the United States dollar had decdeage
approximately 7.8% against the Euro and 3.1% agtiesCanadian dollar since December 31, 2010.

Gross revenues for the six months ended June 3Q, iB@reased to $277.5 million (consisting of redes of
$274.6 million and equity income from medical jougntures of $2.9 million) from $9.8 million (costing wholly
of net sales) in the same period of 2010, primadya result of the inclusion of the results ofdperations of Mass
in the current quarter.

Gross revenues for our commodities and resourcaiadss were $257.0 million for the six months ended
June 30, 2011, compared to $8.8 million for theeaeriod in 2010, primarily as a result of the urstbn of Mass it
the period.

During the six months ended June 30, 2011, incoaneigited by our royalty increased to approximately
$12.3 million from approximately $8.8 million inglsame period of 2010. This increase in royaltpine was
mainly attributable to a higher royalty rate. Aaoof 1,515,120 tons and 1,815,207 tons of ironpeiéets were
shipped during the six months ended June 30, 20dP&10, respectively.

Gross revenues for our merchant banking business $42.5 million for the six months ended June28L1,
compared to $nil for the same period in 2010, prilpas a result of the inclusion of Mass in theipe.

Gross revenues for our other segment were $8.ifomfibr the six months ended June 30, 2011, condp@are
$1.1 million for the same period in 2010, primasaly a result of the inclusion of Mass in the period

Costs of sales increased to $226.9 million durrgdix months ended June 30, 2011 from $6.0 miftiorthe
same period in 2010, primarily as a result of thesolidation of Mass’s operations from November2@l0. The
following is a breakdown of our costs of salesdach of the six-month periods ended June 30, 204 2@10:

June 30,
2011 2010
(United States dollars ir
thousands)

Costs of Sales
Commodities and resourc $221,37¢ $4,84
Loss on trading securitie — 1,157
Credit losses recovery on loans and receive (627) —
Other 6,152 —

$226,90:  $6,00¢

Selling, general and administrative expenses, dkuiushare-based compensation, increased to $alli@&m
for the six months ended June 30, 2011 from $4lBomifor the same period of 2010. The increagerisiarily
linked to the inclusion of Mass’s operations amdparticular, employee compensation expenses inufrent
quarter.

In the first half of 2011, we recorded a non-casti discretionary share-based compensation expénse o
$7.2 million as a result of granting 2,635,000 ops to our directors and employees in January 2Did options
vested immediately, resulting in all share-basedmensation expense being fully recognized in tist djuarter of




2011. The Company does not expect to grant additigptions in 2011 and, accordingly, does not ekfecur
and report share-based compensation expense @vearttaining life of these options.

For the six months ended June 30, 2011, we incimtecest expenses of $4.2 million, compared tO@@F jin
the same period of 2010. The interest expensesrattin the second quarter of 2011 were in conardtiith
interest payments on our long term debt and cfadilities.

For the six months ended June 30, 2011, we incarreet foreign currency transaction loss of $1.Hani
compared to $0.3 million in the six months endeueJ80, 2010.

We recognized a provision for income taxes (othantresource property revenue taxes) of $2.0 mitlioring
the six months ended June 30, 2011, comparedgoowery of income taxes of $1.9 million during Hzene period
of 2010. Our statutory tax rate was 26.5% durirgggix months ended June 30, 2011 compared to 2@58be
same period in 2010, and our effective tax ratedawer than our statutory tax rates in the curpaniod. The
income tax paid in cash during the six months erlied 30, 2011 was $44 thousand.

We also recognized resource property revenue wb@®3.7 million during the six months ended JuneZil 1,
compared to $2.0 million during the same perio@@f0. The resource property revenues tax rate @#sch the
gross royalty revenue from the Wabush royalty, destliat source, which is reduced by 20% of dedigcékpense
The resource property revenues tax recovery wasapily a result of our filing a claim for tax refds for the
deductible expenses incurred.

Overall, we recognized an income tax expense @ 8#llion (provision for income taxes of $2.0 milti and
provision for resource property revenue taxes of $illion) during the six months ended June 3Q,2&ompared
to $59,000 (recovery of income taxes of $1.9 milland resource property revenue taxes of $2.0amjliduring the
same period of 2010.

For the six months ended June 30, 2011, our indoone continuing operations was $14.9 million, orZ0per
share on a basic and diluted basis, compareddssaiom continuing operations of $0.8 million$@.03 per share
on a basic and diluted basis, for the same pen@®i0.

Liquidity and Capital Resources
General

Liquidity is of importance to companies in our messes. Insufficient liquidity often results in
underperformance and can even result in the fadtiseich businesses.

Our objectives when managing capital are: (i) fegaard our ability to continue as a going concarrthat we
can continue to provide returns for shareholdedstamefits for other stakeholders, (ii) to provadeadequate retu
to our shareholders by pricing products and sesvicenmensurately with the level of risk, and (id)maintain a
flexible capital structure which optimizes the costapital at acceptable risk. We set the amotinapital in
proportion to risk. We manage our capital structumd make adjustments to it in the light of charigesconomic
conditions and the risk characteristics of the ulydtey assets. In order to maintain or adjust tapital structure, we
may adjust the amount of dividends paid to shadsrs| return capital to shareholders, issue nevesta sell
assets to reduce debt.

Consistently with others in our industry, we monitapital on the basis of our debt-to-adjustedtehpatio and
long-term debt-to-equity ratio. The debt-to-adjdstapital ratio is calculated as net debt dividgddjusted capital.
Net debt is calculated as total debt less castcashl equivalents. Adjusted capital comprises afipmmnents o
equity and some forms of subordinated debt, if dimg long-term debt-to-equity ratio is calculatedang-term
debt divided by shareholders’ equity. The compatetiare based on continuing operations.

June 30, December 31,
2011 2010

(United States dollars in thousands)
Total debt $55,00° $52,74¢
Less: cash and cash equivale (413,85) (397,69)
Net debt (net cash and cash equivale (358,85() (344,949
Shareholder equity 557,65¢ 547,75¢
Debt-to-adjusteccapital ratio Not applicabl Not applicabl:

There were no amounts in accumulated other compsaheincome relating to cash flow hedges nor ieeee
any subordinated debt instruments as at June 3Q, &3d December 31, 2010. The debt-to-adjustedatapi




ratio as at June 30, 2011 and December 31, 201® negrapplicable as we had a net cash and castadentis
balance.

June 30, December 31
2011 2010
(United States dollars in
thousands)
Long-term debt $ 29,66¢ $ 48,60
Shareholder equity 557,65¢ 547,75t
Long-termdeb-to-equity ratio 0.0t 0.0¢

During the six months ended June 30, 2011, outeglyawhich was unchanged from 2010, was to mairites
debt-to-adjusted capital ratio and the long-tertde-equity ratio at a low level. We had a netircasd cash
equivalent balance after deduction of the totat.d@orr long-term debt-to-equity ratio was 0.05 &m@d as at
June 30, 2011 and December 31, 2010, respectively.

Financial Position

The following table sets out our selected finaniifdrmation as at the dates indicated:

June 30, December 31
2011 2010
(United States Dollars in
thousands)
Cash and cash equivalel $413,85° $ 397,69
Shor-term securitie! 21,37¢ 27,89
Total asset 895,49¢ 854,25¢
Working capital 371,11¢ 411,92(
Long-term debt, less current portir 29,66¢ 48,60
Shareholder equity 557,65¢ 547,75t

We maintain an adequate level of liquidity, witeubstantial amount of our assets held in cash asid ¢
equivalents, and securities. The liquid naturehebe assets provides us with flexibility in manggnd financing
our business and the ability to realize upon inmesitt or business opportunities as they arise. \&@ e this
liquidity in client-related services by acting aSreancial intermediary for third parties (e.g. &gquiring a position
or assets and reselling such position or assetsjosirour own proprietary trading and investingiaties.

As at June 30, 2011 cash and cash equivalents®é®&9 million, compared to $397.7 million as at
December 31, 2010. As at June 30, 2011: (i) skeont-securities decreased to $21.4 million from $2villion at
December 31, 2010; (ii) loan receivable increase®il8.2 million from $5.8 million at December 3D1D);

(iii) trade receivables increased to $17.6 millfoom $13.1 million at December 31, 2010, primagby a result of
higher trading volumes; (iv) the value of our int@ies were $76.5 million, compared to $67.1 miiliat
December 31, 2010; (iv) the value of real estate foe sale was $13.5 million, compared to $12.Hiom at
December 31, 2010; and (v) the value of contrapbdits, prepaid and other assets was $12.1 miiempared to
$20.8 million at December 31, 2010.

Short-Term Bank Loans and Facilities

As part of our merchant banking and financial seractivities, we establish, utilize and maintaamieus kinds
of credit lines and facilities with banks and irexst Most of these facilities are short-term. THesdities are used
for day-to-day business and structured financirtyiies in commodities. The amounts drawn undeahsiacilities
fluctuate with the kind and level of transactiomsnly undertaken.

As at June 30, 2011, we had credit facilities aggtiag $379.0 million as follows: (i) we had unseszl
revolving credit facilities aggregating $181.9 moill from banks; (ii) we had revolving credit fatiéis aggregating
$9.8 million from banks for structured trade finana special trade financing. The margin is nebt#iavhen the
facility is used; (iii) we had a non-recourse fairtg arrangement with a bank for up to a crediitliof
$123.4 million for our commodities activities. Gealdy, we may factor our commodity receivable aaaswpon
invoicing at the intebank rate plus a margin; and (iv) we had a foreigchange credit facility of $63.9 million wi
a bank. All of these facilities are renewable grearly basis.
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Cash Flows

Due to the type of businesses we engage in, otrrfags are not necessarily reflective of net emgsiand net
assets for any reporting period. As a result, acstaf using a traditional cash flow analysis, o@anagement
believes it is more useful and meaningful to analgar cash flows by the overall liquidity and ctediailability.
Please see the discussion on our financial posigianiier in this section.

Our business and, in particular, the commaoditiesrasources and merchant banking, can be cyclichtlze
cash flows vary accordingly. Our principal opergtoash expenditures are for financing trading otigées,
commodities for customers, for our own account, gederal and administrative expenses.

Working capital levels fluctuate throughout theyaad are affected by the level of our commoditipsrations
the markets and prices for commodities and thentinoif receivables and the payment of payables apenses.
Changes in the volume of commodities transactignsuistomers and for our own account can affectabel of
receivables and influence overall working capiaidls. We have a high level of cash on hand anditdeeility
amounts. Our management is of the opinion that ave Isufficient cash flow from operations to meatwarking
capital and other requirements and to meet uneggeash demands.

Cash Flows from Operating Activities

Operating activities provided cash of $48.1 millfon the six months ended June 30, 2011, compared t
utilizing $3.8 million for the same period in 2010.the six months ended June 30, 2011, changssari-term
securities provided cash of $4.1 million, versusg$3.8 million in the comparable period of 2020. increase in
short-term cash deposits used cash of $4.8 mitliging the six months ended June 30, 2011, compardil for
the same period in 2010. A decrease in restricastl provided $2.8 million for the six months endade 30, 2011,
compared to $nil in the same period of 2010. Améase in receivables used cash of $6.8 milliohénsix months
ended June 30, 2011, versus providing cash ofrfdlidn resulting from decreases in receivablethie same peric
of 2010. An increase of inventories used cash df #8llion in the six months ended June 30, 20bpared to
$nil in the same period of 2010. A decrease inremhtdeposits, prepaid and other provided cast8 & fillion in
the six months ended June 30, 2011, compared tig $86,000 from an increase for the same peri@i®. An
increase of short-term bank borrowings providedadsp30.2 million in the six months ended JuneZ1,1,
compared to $nil in the same period in 2010. A éase in accounts payables and accrued expensesastedf
$8.4 million in the six months ended June 30, 2@bipared to $1.4 million in the same period of 201

Cash Flows from Investing Activities

Investing activities used cash of $33.2 milliorthie six months ended June 30, 2011, compared @onfiflion
in the same period of 2010, primarily as a resufiumchases of longerm securities and increases in loan receiv
partially offset by proceeds from sales of avagafar-sale securities. Purchases of long-term #esiused cash of
$31.8 million in the six months ended June 30, 2@binpared to $nil in the same period in 2010. &eds from
sales of available-for-sale securities providedazs$7.4 million in the six months ended JuneZL1, compared
to $nil in the same period of 2010. During themianths ended June 30, 2011, a net increase irréaaivables
used cash of $12.4 million, compared to $8.0 miliio the same period of 2010. Purchases of propeldant and
equipment, net of sales, used cash of $0.6 milliche six months ended June 30, 2011, compar8ditin the
same period of 2010.

Cash Flows from Financing Activities

Net cash used by financing activities was $8.4iomilfor the six months ended June 30, 2011, contpiare
provision of cash of $0.3 million for the same pdrin 2010, primarily as a result of a dividenddp our
shareholders and debt repayments, which used ¢&h3million and $2.2 million, respectively, coarpd to $nil
in the same period of 2010.

Future Liquidity

We had no material commitments to acquire assetp@rating businesses as at June 30, 2011. Wepatdic
that there will be acquisitions of businesses anmmitments to projects in the future. To achieveltimg-term goals
of expanding our assets and earnings, includirmutitr acquisitions, capital resources will be reggliDepending
on the size of a transaction, the capital resouteaswill be required can be substantial. The se@p resources w
be generated from cash flow from operations, cashamd, borrowing against our assets, sales ofiptapy
investments or the issuance of securities.
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Foreign Currency

Substantially all of our operations are conductehiernational markets and our consolidated firelnmesults
are subject to foreign currency exchange ratefatains.

Our reporting currency is the United States doWde. translate foreign self-sustained subsidiadssets,
liabilities, contingent liabilities and other fingial obligations into United States dollars at tate of exchange on
the balance sheet date. Revenues and expenseanastated at exchange rates approximating thabe atate of the
transactions. As a substantial amount of reventeesegeived in Euros, Chinese yuans and Canaditargldhe
financial position for any given period, when reedrin United States dollars, can be significaatfected by the
exchange rates for Euros, Chinese yuans and Canddliars prevailing during that period.

In the six months ended June 30, 2011, we repagipdoximately a net $7.6 million currency translati
adjustment gain within equity, compared to a nss lof $11.0 million in the same period of 2010.

Contractual Obligations

The following table sets out our contractual otiigas and commitments as at December 31, 2010 in
connection with our long-term liabilities.

Payments Due by Perioc

Less Thar More Than

Contractual Obligations (1)) 1 Year 1—3Years 3—5 VYears 5 Years
(United States dollars in thousands

Long-term debt obligation $ 598 $ 4865¢ $ 164 $ —
Capital lease obligatior — — — —
Operating lease obligatiol 2,077 2,581 1,471 12
Purchase obligatior 32,74¢ — — —
Other long— term liabilities, provisior 362 232 — —
Total $41,17. $ 5147 $ 3,111 % 12
Notes:

(1) The table does not include r-financial instrument liabilities and guarante

(2) In addition to the tabular information, we haverdeal a credit facility up to $20.0 million to arfikdte, of
which $18.2 million had been drawn and remainstantting as at June 30, 20:

There have been no significant changes since Dezegih 2010.

Risk Management

Risk is an inherent part of our business and dids:i The extent to which we properly and effedyivdentify,
assess, monitor and manage each of the various tfpesk involved in our activities is critical tur financial
soundness and profitability. We seek to identifsess, monitor and manage the following princijsébkrinvolved
in our business activities: market, credit, ligtydoperational, legal and compliance, new businegaitational and
other. Risk management is a multi-faceted prodessrequires communication, judgment and knowlexfge
financial products and markets. Our managemenstakeactive role in the risk management processemdres
specific administrative and business functionsstsis in the identification, assessment and coofrehrious risks.
Our risk management policies, procedures and metbgiks are fluid in nature and are subject to amyoeview
and modification.

Inflation

We do not believe that inflation has had a matémglact on our revenues or income over the pasftiseal
years. However, increases in inflation could resuibhcreases in our expenses, which may not bdilyei@coverabl
in the price of services provided to our clients.tiie extent that inflation results in rising irgst rates and has other
adverse effects on capital markets, it could agheffect our financial position and profitability

Application of Critical Accounting Policies

The preparation of financial statements in confeymiith IFRS requires our management to make estisna
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contihgssets and
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liabilities at the date of the financial statememtsl the reported amounts of revenues and expdunseg the
reporting periods.

Our management routinely makes judgments and estinadoout the effects of matters that are inhgrentl
uncertain. As the number of variables and assumg@édfecting the probable future resolution of tineertainties
increase, these judgments become even more swbjactil complex. We have identified certain accognpiolicies
that are the most important to the portrayal of @urent financial condition and results of opemasi. Please refer
Note 3 of our unaudited financial statements fergkx months ended June 30, 2011 and Note 1 cdudited
financial statements for the year ended Decembg2(@10 for a discussion of significant accountimfjqes.

The following accounting policies are the most imgnt to our ongoing financial condition and reswt
operations:

Revenue Recognition

We currently earn royalty income from our indirederest in a resource property. The propertyaséel to an
operator and the royalty is based on a pre-detemifiormula consisting of certain market variabled shipment
tonnage. We receive the royalty computation infdaromafrom the operator.

Inventories
Our inventories consist of raw materials, work-imogress and finished goods.

In general, inventories are recorded at the lovieost or estimated net realizable value. Commesliticquired
in commodity broker-trader activities with the pase of selling them in the near future and gernayadiprofit from
fluctuations in price or margin are measured atvaiue less costs to sell. Accordingly, our mamaget must make
estimates about their pricing when establishingaiygropriate provisions for inventories. For thedihed goods and
commodity inventories, the estimated net sellingegis the most important determining factor. Hoaiewur
management also considers whether there are amait/es to enhance the value of the finished gdgdvarious
marketing strategies and channels. Actual sellmgecould differ from the estimated selling prie@d such
differences could be material.

Receivables

Typically, receivables are financial instrumentschhare not classified as held for trading or alali for sale.
They are net of an allowance for credit losseanif. We perform ongoing credit evaluations of comts and adjut
our allowance accounts for specific customer rasha credit factors. Receivables are considereddueson an
individual basis based on the terms of the corgra@tir allowance for credit losses is maintaineghaéamount
considered adequate to absorb estimated credieddiasses. Such allowance reflects managemenst estimate
the losses in our receivables and judgments atmaumoenic conditions. As at June 30, 2011, we hadgeized
receivables aggregating $50.1 million.

Valuation of Securities

Securities held for trading are carried at curraatket value. Any unrealized gains or losses onr#éss held
for trading are included in our results of openasio

Available-for-salesecurities are also carried at current market vatuen current market value is available.
unrealized gains or losses are included in othemeehensive income. When there has been a losdue wf an
available-for-sale security that is other thanragerary decline, the security will be written doterecognize the
loss in the determination of income. In determinivitether the decline in value is other than tempyoguoted
market price is not the only deciding factor, pararly for thinly traded securities, large bloakdings and
restricted shares. We consider, but such considaratnot limited to, the following factors: (& trend of the
guoted market price and trading volume; (ii) theaficial position and results for a period of yeéii§;liquidity or
going concern problems of the investee; (iv) chariger reorganization of the investee and/orutsrie business
plan; (v) outlook of the investee’s industry; (thle current fair value of the investment (basedugmo appraisal
thereof) relative to its carrying value; and (\dir business plan and strategy to divest the ggaurio restructure
the investee.

Recent market volatility has made it extremelyidifft to value certain securities. Subsequent \tadaa, in
light of factors prevailing at such time, may rasnlsignificant changes in the values of thesaisges in future
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periods. Any of these factors could require ustmgnize further impairments in the value of owusities
portfolio, which may have an adverse effect onresults of operations in future periods.

Income Taxes

Management believes that it has adequately provimeidicome taxes based on all of the informativat is
currently available. The calculation of income tai®many cases, however, requires significantijuelg in
interpreting tax rules and regulations, which amastantly changing.

Our tax filings are also subject to audits, whiclild materially change the amount of current ardr&uincome
tax assets and liabilities. Any change would bemed as a charge or a credit to income tax expémsecash
payment or receipt would be included in cash frgrarating activities.

We currently have deferred tax assets which argpcised primarily of tax loss carry-forwards and detible
temporary differences, both of which will reducgahle income in the future. The amounts recordedéderred ta
are based upon various judgments, assumptionssiintb¢ées. We assess the realization of these ddftaxk assets
on a periodic basis to determine to what exteritithig probable that taxable profit will be avdila against which
the deductible temporary differences and the cmnyard of unused tax credits and unused tax losaede
utilized. We determine whether it is probable thiabr a portion of the deferred tax assets wilrbalized, based on
currently available information, including, but dmnited to, the following:

« the history of the tax loss ca-forwards and their expiry date
« future reversals of temporary differenc

 our projected earnings; al

« tax planning opportunitie:

On the reporting date, we also reassess unrecapdeferred tax assets. We recognized a previously
unrecognized deferred tax asset to the extenitthas become probable that future taxable prafitallow the
deferred tax asset to be recovered.

We provide for future liabilities in respect of wmtain tax positions where additional tax may beeq@ayable
in future periods and such provisions are baseoupmanagement’s assessment of exposures. We tidaognize
the full deferred tax liability on taxable tempaoralifferences associated with investments in sudses, joint
ventures and associates where we are able to ttmroming of the reversal of the temporary diffieces and it is
probable that the temporary differences will noterse in the foreseeable future. We may chang@éweastment
decision in the normal course of our business, thsslting in additional tax liability.

New Standards and Interpretations Not Yet Adopted

The following amendment was issued by the Inteomati Accounting Standards Board that is mandatory f
our 2011 accounting year:

IAS 24, Related Party Disclosures, was revisednpliy the disclosure requirements for governmesisted
entities and clarify the definition of a relatedtgaThis revision does not have material impacttenGroup’s
financial statements and presentation.

The following new accounting standards and amentsrame expected to have significant effects on our
accounting policies, financial positions and/oafigial statement presentation.

IFRS 9, Financial Instruments, will replace IAS Bhancial Instruments: Recognition and Measurement
effective from January 1, 2013. IFRS 9 uses a siagproach to determine whether a financial assaeeasured at
amortized cost or fair value. The approach in IFRS based on how an entity manages its finanegfuments (its
business model) and the contractual cash flow cheniatics of the financial assets. The new stashdéso requires
single impairment method to be used, replacingrihay different impairment methods in IAS 39. Purdgua IFRS
9, an entity choosing to measure a liability at f@ilue will present the portion of the changeténfair value due to
changes in the entity’'own credit risk in the other comprehensive incorather than within the profit and loss. N
requirements for the derecognition of financiatiaments, impairment and hedge accounting are ¢ggpéc be
added to IFRS 9. In August 2011, the IASB publisfedhublic comment an exposure draft of proposakdjust
the mandatory effective date of IFRS 9. The exposiuaft proposes an effective date of January 15 2€urrently
January 1, 2013) for IFRS 9. The proposed defaroalld only change the date when IFRS 9 would bedatmy.
Entities could still elect to use IFRS 9 before 201
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IFRS 10,Consolidated Financial Statemenéstablishes principles for the presentation andgyegion of
consolidated financial statements when an entityrots one or more other entities. IFRS 10 sup&sédS 27
(Revised) Consolidated and Separate Financial Statemeantd, SIC-2Consolidation — Special Purpose Entities,
and is effective for annual periods beginning oafter January 1, 2013. Earlier application is pgeed.

IFRS 11 Joint Arrangementsstablishes principles for financial reporting Ioyitees that have an interest in
arrangements that are controlled jointly (jeént arrangement3. IFRS 11 supersedes IAS 3iterests in Joint
Venturesand SIC-13Jointly Controlled Entities — Non-Monetary Contrilmns by Venturersgand is effective for
annual periods beginning on or after January 132Barlier application is permitted.

IFRS 12 Disclosure of Interests in Other Entitiegplies to entities that have an interest in aididry, a joint
arrangement, an associate or an unconsolidatectsted entity. The objective of this IFRS is touig an entity to
disclose information that enables users of itsrfoia statements to evaluate: (a) the nature af resks associated
with, itsinterests in other entitiesand (b) the effects of those interests on itarfaial position, financial
performance and cash flows. IFRS 12 is effectiveafnual periods beginning on or after January0132Earlier
application is permitted.

IFRS 13,Fair Value Measuremen(a) defines fair value; (b) sets out in a singlRB$-a framework for
measuring fair value; and (c) requires disclosatesut fair value measurements. IFRS 13 is to béegpfor annual
periods beginning on or after January 1, 2013.i&aapplication is permitted.

Amendments, set out in Disclosures — Transfersmdiicial Assets, were issued to amend IFRS 7, Eiabn
Instruments, so as to enhance the disclosure egaints for transfers of financial assets that téswerecognition.
These amendments respond, in part, to the recertdial crisis. Entities will be required to proeithore extensive
guantitative and qualitative disclosures aboutigl exposures relating to transfers of finanaeisdets that are:

(a) not derecognized in their entirety; or (b) degnized in their entirety, but with which the éptontinues to
have some continuing involvement; and (ii) the &ffef those risks on an entity’s financial positidine
amendments are effective for annual periods beginan or after July 1, 2011. Earlier applicatiopémitted.

Amendments, set out in Deferred Tax: Recovery aiéslying Assets, were issued as amended to IAS 12,
Income Taxes. IAS 12 requires an entity to meathealeferred tax relating to an asset dependinghmther the
entity expects to recover the carrying amount efahset through use or sale. It can be difficult subjective to
assess whether recovery will be through use outifrgale when the asset is measured using theafaie model in
IAS 40, Investment Property. The amendment provéadpeactical solution to the problem by introducang
presumption that recovery of the carrying amoutit wormally, be through sale. The amendments Heetive for
annual periods beginning on or after January 12201

We are currently evaluating the impacts that theese standards will have on our consolidated financi
statements.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieaitiive or are reasonably likely to have a cumeffture
effect on our financial condition, changes in fio&h condition, revenues or expenses, results efaijons,
liquidity, capital expenditures or capital resowwtieat are material to investors.

We have outstanding issued guarantees held byaming and financial partners in connection with ou
commodities and resources activities, and as af 30n2011, we had outstanding issued guarantags tofa
maximum of $32.1 million. As of June 30, 2011, $&llion have been used and outstanding and havbeen
recorded as liabilities in the consolidated balastoget. There has been no claim against the geasant

Transactions with Related Parties

Other than as disclosed herein, to the best okoowledge, there have been no material transactiofoans,
between December 31, 2010 and June 30, 2011, hettueeompany and: (a) enterprises that directindirectly
through one or more intermediaries, control orcanetrolled by, or are under common control withr, company;
(b) associates; (c) individuals owning, directlyimdirectly, an interest in the voting power of @ampany that give
them significant influence over our company, araselmembers of any such individual’s family; (dy ke
management personnel of our company, includingttire and senior management of our company ane clos
members of such individuals’ families; and (e) epises in which a substantial interest in thengtpower is
owned, directly or indirectly, by any person desed in (c) or (d) or over which such a person is &b exercise
significant influence.

15




In the normal course of operations, we may entertiansactions with related parties which incluateong
others, affiliates whereby we have a significantigginterest (10% or more) in the affiliates ovbahe ability to
influence the affiliates’ or our operating and ficing policies through significant shareholdingyresentation on
the board of directors, corporate charter anbyteiws. These related party transactions are medsurthe exchan
value, which represents the amount of consideraitablished and agreed to by all the partiesdditian to
transactions disclosed elsewhere in our unauditeah€ial statements for the six months ended JOn&CL1 and in
this interim report, we had the following transaons with affiliates during the six months endedel@, 2011

(United States
dollars in thousands)

Sales $ 44¢
Royalty expenses paid and paye® (341
Costs of sale (3,47¢)
Selling, general and administrative exper (28)
Note:

(1) Included in income from interest in resource proype
We had the following items with related partiestiba consolidated balance sheet at June 30, 2011:

(United States
dollars in thousands)

Other receivables, curre $19C
Securities, no-current 12¢

Financial and Other Instruments

We are exposed to various market risks from chairgiegerest rates, foreign currency exchange rates
equity prices which may affect our results of opieres and financial condition and, consequently,fair value.
Generally, our management believes that our cufiegucial assets and financial liabilities, duetieir short-term
nature, do not pose significant financial risks. Wge various financial instruments to manage oposure to
various financial risks. The policies for controdiithe risks associated with financial instrumeémttude, but are nc
limited to, standardized company procedures anigipslon matters such as hedging of risk exposargsdance of
undue concentration of risk and requirements fdlataral (including letters of credit) to mitigateedit risk. We
have risk managers to perform audits and checkingtions to ensure that company procedures andigokre
complied with.

We use derivative instruments to manage certaingxes to currency exchange rate risks. The use of
derivative instruments depends on our managemm@etception of future economic events and devedopsn Thes
types of derivative instruments are generally higigeculative in nature. They are also very vaas they are
highly leveraged given that margin requirementsrel&ively low in proportion to notional amounts.

Many of our strategies, including the use of ddnaainstruments and the types of derivative insteats
selected by us, are based on historical tradingpet and correlations and our management’s exjatseof future
events. However, these strategies may not be étfgctive in all market environments or againstybes of risks.
Unexpected market developments may affect ounmakagement strategies during this time, and uripatéxd
developments could impact our risk managementegfies in the future. If any of the variety of instrents and
strategies we utilize is not effective, we may inlasses.

Please refer to Note 30 of our annual consolidfiteshcial statements for the year ended Decembe2 (10
for a qualitative and quantitative discussion of exposure to market risks.

Outstanding Share Data

Our share capital consists of an unlimited numtb@mmon shares, Class A common shares, and Class A
Preference Shares, issuable in series. Our comharessare listed on the New York Stock Exchangeutit
symbol “TTT". As of the date hereof, we have 62,3&@1 common shares outstanding.

Disclosure Controls and Procedures

We maintain a set of disclosure controls and progesidesigned to ensure that information requivdabt
disclosed is recorded, processed, summarized godtee within the time periods specified in provatsecurities
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legislation. We evaluated our disclosure controld procedures as defined under National Instrurb2+it09 as at
June 30, 2011. This evaluation was performed byGhief Executive Officer and Chief Financial OfficBased on
this evaluation, our Chief Executive Officer andi€@lrinancial Officer concluded that the design apération of
these disclosure controls and procedures weretiiec

Acquired Business

In the fourth quarter of 2010, we acquired allteg butstanding shares of Mass and consolidatedststs of
operations from November 16, 2010. The businessgsir@d pursuant to our acquisition of Mass hawenbe
excluded from management’s report on internal @miver financial reporting as there was not sigfit time to
complete an assessment of the internal contradsidf businesses between the date of the acquiaitidthe date of
management’s assessment of internal controls. &cophired businesses represent a majority of oal tevenues
for the six months ended June 30, 2011. SResults of Operatiorisand “ Liquidity and Capital Resourcégor
further information.

Changes in Internal Controls Over Financial Reporthg

We maintain internal controls over financial repaytwhich have been designed to provide reasonable
assurance of the reliability of external finaneigborting in accordance with IFRS as required btidval
Instrument 52-109.

There were no changes in our internal control éwancial reporting that occurred during the sixntits ende
June 30, 2010 that have materially affected, or@asonably likely to materially affect, our intatcontrol over
financial reporting.

Cautionary Statement Regarding Forward-Looking Information and Risk Factors and Uncertainties

Statements in this report that are not reporteahiiial results or other historical information daward-
looking statements” within the meaning of applieabécurities legislation including tReivate Securities Litigatio
Reform Act of 199, as amended. These statements appear in a nufrtiffeent places in this report and can be
identified by words such as “anticipate”, “couldshould”, “expect”, “seek”, “may”, “intend”, “likey”, “will”,

“plan”, “estimate”, “believe” and similar express® suggesting future outcomes or statements regpaai outlook
or their negative or other comparable words. Atszkifor discussions of strategy that involve riaksl

uncertainties.

Statements in this report that are not reporteahfiial results or other historical information &erward-
looking statements” within the meaning of applieabécurities legislation including the Private S#igs Litigation
Reform Act of 1995, as amended. These statemep&aajn a number of different places in this repmd can be
identified by words such as “estimates”, “project®kpects”, “intends”, “believes”, “plans”, or thienegative or
other comparable words. Also look for discussiohst@tegy that involve risks and uncertaintiesward-looking

statements include statements regarding:

« future growth;
« futures results of operations, performance, busipesspects and opportunitit

* our markets

 capital expenditure:
« the economy
- foreign exchange rates; a

 derivatives,

You are cautioned that any forward-looking statetm@ne not guarantees and may involve risks and
uncertainties. Our actual results may differ matirifrom those in the forward-looking statement® do risks
facing us or due to actual facts differing from #ssumptions underlying our estimates. Some oetlisks and
assumptions include those set forth in reportsathdr documents we have filed or furnished with$E€ and
Canadian securities regulators including in ouruahmneport on Form 20-F for the year ended DecerBbheP010.
We advise you that these cautionary remarks exgrgealify in their entirety all forward-looking atements
attributable to us or persons acting on our behhifess required by law, we do not assume any atitigs to updai
forward-looking statements based on unanticipatedits or changes to expectations. However, youlgdhou
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carefully review the reports and other documentdiledrom time to time with the SEC and Canadiacgities
regulators.

In addition to the risks and uncertainties setfamtour annual report on Form 20-F for the yeatezh
December 31, 2010 filed with the SEC and Canadianrities regulators, you should also carefullysider the
following risks and uncertainties in evaluating company and our business before making any invegtm
decisions. Our business, operating and financiadlition could be harmed due to any of the followrisks.

Risk Factors Relating to Our Business

Our financial results may fluctuate substantialfyom period to period.

We expect our business to experience in the figigraficant periodic variations in its revenues aesults of
operations. These variations may be attributechim o the fact that our merchant banking reveraneoften earned
upon the successful completion of a transactianfithing of which is uncertain and beyond our cohtin many
cases, we may receive little or no payment for gageents that do not result in the successful cainplef a
transaction. Additionally, through our merchant lkiag business, we seek to acquire undervaluedsagdetre we
can use our experience and management to realiretbp value. Often we will hold or build upon thessets over
time and the timing of its realization is not pdble. As a result, we are unlikely to achievadyeand predictable
earnings, which could in turn adversely affect fin@ncial condition and results of operations.

Our earnings and, therefore, our profitability, ay be affected by commaodities price volatility.

The majority of our revenue from our commodities aasources business is derived from the sale of
commodities, including metals, plastics and othatamals. As a result, our earnings are directigteel to the prices
of these commodities. In addition, our revenuemfour iron ore interests are directly connectetthéoprice of iron
ore. There are many factors influencing the pricmetals, plastics and other commodities, includrpgectations
for inflation; global and regional demand and pratehn; political and economic conditions; and proiilon costs in
major producing regions. These factors are beyamdontrol and are impossible for us to predicta@jes in the
prices of iron ore, plastics, metals and other coudlities may adversely affect our operating resiits.have not
engaged in material hedging transactions or alteaeasures to manage possible price fluctuations

A weak global economy can adversely affect ousibess and financial results and have a materiavadse
effect on our liquidity and capital resources.

Our business, by its nature, does not produce gieddle earnings, and it may be materially affected
conditions in the global financial markets and ewoit conditions generally.

Global financial markets experienced extreme amtesedented disruption in the latter part of 2008uding,
among other things, extreme volatility in secugtices, severely diminished liquidity and credia#ability, rating
downgrades of certain investments and decliningatans of others. Although financial markets dtabd and
signs of a global economic recovery began to emiertfee latter part of 2009 and continued through@® the
economic environment, particularly in the Unitedt8s and Europe, continues to be generally weakvangmain
exposed to a number of risks associated with weakleerse economic conditions.

Market deterioration and weakness can result imgenal decline in the number and size of the tatisns the
we execute for our own account and for our cli@md to a corresponding decline in our revenueskdtaveakness
can further result in losses to the extent thabwa assets in such market.

The nature of the recovery in the global economganeral remains uncertain, and there can be nwaaEs
that market conditions will continue to improvetire near future.
The commodities and resources and merchant bagkibusinesses are highly competitive.

All aspects of the commodities and resources amdhmaat banking businesses are highly competitind,vee
expect them to remain so.

Our competitors include merchant and investmenk$§dorokerage firms, commercial banks, private tyqui
firms, hedge funds, financial advisory firms andunal resource and mineral royalty companies. Mafnyur
competitors have substantially greater capitalr@sdurces, including access to commodities sujtipiyy we do. W
believe that the principal factors affecting conifg@t in our business include transaction execytaur

18




products and services, client relationships, rémrtainnovations, credit worthiness and price. kéee experienced
price competition in some of our trading business.

The scale of our competitors has increased in tgears as a result of substantial consolidatidvesg firms
have the ability to offer a wider range of produétzn we do which may enhance their competitivatioos They
also have the ability to support their businesé wther financial services such as commercial legch an effort to
gain market share, which has resulted, and couttduresult, in pricing pressure in our businesses

If we are unable to compete effectively with oumgeetitors, our business and results of operatidhder
adversely affected.

The operation of the iron ore mine underlying ouwoyalty is generally determined by a third partywoer and we
have no decision making power as to how the propéstoperated. In addition, we have no or very lied access
to technical or geological data respecting the mimeluding as to reserves. The owner’s failure tenform or
other operating decisions made by the owner, inéhglas to scaling back or ceasing operations, cohlve a
material adverse effect on our revenue, our resufsoperations and financial condition.

The commodities and resources segment of our kessineludes our indirect royalty interest in theniore
mine. The revenue derived from the interest is daseproduction generated by the mine’s third partyer. The
owner generally has the power to determine the erainnwhich the iron ore is exploited, includingc@ons to
expand, continue or reduce production from the rane decisions about the marketing of productsaeted from
the mine. The interests of the third party ownet aur interests may not always be aligned. As amgte, it will,
in almost all cases, be in our interest to advamoduction as rapidly as possible in order to mézénmear-term
cash flow, while the third party operator may, iany cases, take a more cautious approach to dewetdms it is 8
risk with respect to the cost of development anerafions. Our inability to control the operatiorighee mine can
adversely affect our profitability, results of opons and financial condition. Similar adverseeefé may result
from any other interests we may acquire that airegily operated by a third party owner.

In addition, we have no or very limited accesstthnical, geological data relating to the mineluding data a
to reserves, nor have we received a Canadian Natinstrument 43-101 compliant technical repontaspect of the
mine. As such, we cannot independently determigerve amounts or the estimated life of the mineaaednstead
wholly dependent on the determination of the resehy the owner of the mine. We can provide norasses as to
the level of reserves at the mine. If the ownethefmine determines there are insufficient resetvezonomically
operate the mine, it may scale back or cease apesatvhich could have a material adverse effeahun
profitability, results of operations and finanotandition.

The profitability of our commodities and resours®perations depends, in part, on the availabilityadequate
sources of supply

Our commodities and resources business relies, guokher things, on numerous outside sources oflgidipp
our operations. These suppliers generally are aond by longterm contracts and will have no obligation to pd=
commodities to us in the future. In periods of limustry prices, suppliers may elect to hold comitiesito wait for
higher prices or intentionally slow their activitidf a substantial number of suppliers ceasengetiommodities to
us, we will be unable to source and/or execute codities transactions at desired levels and ourtesti
operations and financial condition could be matisradversely affected.

We may face a lack of suitable acquisition or rger or other proprietary investment candidates, wtimay limit
our growth.

In order to grow our business, we may seek to aequimerge with or invest in new companies or
opportunities. Our failure to make acquisitionsrestments may limit our growth. In pursuing asifion and
investment opportunities, we face competition fratimer companies having similar growth and investmen
strategies, many of which may have substantialyatar resources than us. Competition for theseisitiqns or
investment targets could result in increased adqnsor investment prices, higher risks and a distied pool of
businesses, services or products available forisitign or investment.

Strategic investments or acquisitions and joirgntures, or our entry into new business areas, megult in
additional risks and uncertainties in our business.

We have grown and intend to continue to grow owiess both through internal expansion and through
strategic investments, acquisitions or joint veasuiMhen we make strategic investments or acauisitr enter
into joint ventures, we expect to face numeroussrand uncertainties in combining or integrating tblevant
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businesses and systems, including the need to eenalsicounting and data processing systems and eaeat)
controls and to integrate relationships with custsrand business partners.

Acquisitions also frequently result in recordinggafodwill and other intangible assets, which atgest to
potential impairments in the future that could haveaterial adverse effect on our operating reskitghermore,
the costs of integrating acquired businesses (@eturestructuring charges associated with theiaitouns, as well
as other acquisition costs, such as accounting liegal fees and investment banking fees) couldifsigintly impact
our operating results.

Although we perform diligence on the businessepurehase, in light of the circumstances of eaafstation,
an unavoidable level of risk remains regardingabteial condition of these businesses. We may nableeto
ascertain the value or understand the potentiailitias of the acquired businesses and their dpera until we
assume operating control of the assets and opesatitthese businesses.

Furthermore, any future acquisitions of businessdacilities could entail a number of risks, inding:

» problems with the effective integration of operatig

« inability to maintain key pr-acquisition business relationshi

« increased operating cos

« exposure to substantial unanticipated liabilit

« difficulties in realizing projected efficienciegjreergies and cost saving

« the risks of entering markets in which we havetiédior no prior experience; a

« the possibility that we may be unable to réadditional managers with the necessary skillsupplement
the management of the acquired busine:

In addition, geographic and other expansions, a@tipns or joint ventures may require significardmagerial
attention, which may be diverted from our otherragiens. If we are unsuccessful in overcoming theses, our
business, financial condition or results of operaicould be materially and adversely affected.

We may fail to realize all of the anticipated befits of our acquisition of Mass.

In 2010 we completed the acquisition of all of tutstanding shares of Mass. Realization of thecigatied
benefits of the combination of the companies veitjuire the successful integration of Mass’s busimgth ours. It
is possible that the integration process couldlr@sthe disruption to our ongoing businessesidnconsistencies
standards, controls, procedures and policies thgtadversely affect our ability to maintain relasbips with
clients, customers and employees. If we experidiftieulties with the integration process, the aiated benefits
of the successful completion of the acquisitioMafss may not be realized fully or at all, or maletéonger to
realize than expected. Integration efforts willbatévert management attention and resources. Tihtegration
matters could have an adverse effect for an unuéted period.

The industries in which we operate may be affetty disruptions beyond our control.

Our commodities and resources operations inclueedor indirect investments in assets, such astisige
refining, mining and processing operations. Transgigruption, weather and natural disasters sgdhuaricanes
and flooding, unexpected maintenance problemsapsdl or damage to mines, unexpected geologicalticars,
labour disruptions and changes in laws and reguiatielating to occupational safety, health andrenmental
matters are some of the factors that may adveedtdygt our financial condition and results of opienas. These
factors can affect costs at particular industrsasledis for varying periods. In addition, smeltirgfining, mining and
processing operations also rely on key inputs, sssclabour, spare parts, fuel and electricity. ipion to the
supply of key inputs, or changes in their pricin@y have a significant adverse impact on our futeselts.

Our commodities activities are subject to courtarty risks associated with performance of obligats by our
counterparties and suppliers.

Our business is subject to commercial risks, wiichude counterparty risk, such as failure of perfance by
commodities suppliers and failure of payment bytoading customers. We seek to reduce the riskijgbléer non-
performance by requiring credit support from cnedithy financial institutions where appropriate. \ateempt to
reduce the risk of non-payment by purchasers ofncodities by imposing limits on open accounts exéehi
creditworthy customers and imposing credit suppegtirements for other customers. Neverthelesareexposed
to the risk that parties owing us or our clientd ather financial intermediaries may default orirthe
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obligations to us due to bankruptcy, lack of ligtyidoperational failure or other reasons. Theaemeerparty
obligations may arise, for example, from placingats, the extension of credit in trading and streent activities
and participation in payment, securities and conitgdrhding transactions on our behalf and as @anagn behalf
of our clients. If any of these parties defaultstogir obligations, our business, results of openat financial
condition and cash flow could be adversely affected

Larger and more frequent capital commitments imromerchant banking business increase the potenfiad
significant losses

We may enter into large transactions in which wamat our own capital as part of our commodities and
resources business to facilitate client tradingvdigts. The number and size of these large traiwas may
materially affect our results of operations in @egi period. Market fluctuations may also causeousdur
significant losses from our trading activities. the extent that we own assets, i.e., have londiposj a downturn
in the value of those assets or in the marketshiclwvthose assets are traded could result in lo€m@ssersely, to th
extent that we have sold assets we do not ownhiage short positions, in any of those marketsj@orn in those
markets could expose us to potentially large loasese attempt to cover our short positions by @itguassets in a
rising market.

We will be dependent on the payments made byotlieers and operators of royalty and similar intetesand
any delay in or failure of such royalty paymentslixaffect the revenues generated by such interests.

To the extent that we retain our current indiregtatty interest, we will be dependent to a largeeeikupon the
financial viability and operational effectivenedoavners and operators of our interests. Paymeois production
generally flow through the operator, and thererislaof delay and additional expense in receivdngh revenues.
Payments may be delayed by restrictions imposddrmners, delays in the sale or delivery of produmtsidents, th
recovery by operators of expenses incurred in gegaiion of any royalty properties, the establishity operators
of reserves for such expenses or the insolveneyajperator. Our rights to payment under the rmsalill likely
have to be enforced by contract. This may inhibitability to collect outstanding royalties upodefault. Failure tc
receive any payments from the owners and operafarsnes in which we have or may acquire a royaitgrest
may result in a material and adverse effect orpoofitability, results of operations and finanoctaindition.

We have no or very limited access to operationtd dato the actual properties underlying our rogyaiterests.
Such limited access will likely be the case witly &ture royalty or similar interests acquired sy @perators of
royalty interests may inaccurately report datatiedpto the calculation of our royalty payments amdierpay such
royalty payments, which could adversely affect @msults of operations and financial condition.

To the extent grantors of royalties and other gdty do not abide by their contractual obligatieves may be
forced to take legal action to enforce our contraktights. Such litigation may be time consuming aostly and, ¢
with all litigation, there is no guarantee of susxeShould any such decision be determined adyersek, such
decision may have a material and adverse effecuomprofitability, results of operations and finaiaondition.

We are subject to transaction risks that may havenaterial adverse effect on our business, resoft®perations
financial condition and cash flow

We manage transaction risks through allocatingraaditoring our capital investments in circumstanebgre
the risk to our capital is minimal, carefully sanéeg clients and transactions, and engaging qedlifiersonnel to
manage transactions. Nevertheless, transactios ¢k arise from, among other things, our tradimyraerchant
banking activities. These risks include market aradlit risks associated with our merchant bankipgrations. We
intend to make investments in highly unstructurighsions and in companies undergoing severe fiahdistress.
Such investments often involve severe time comgailhese investments may expose us to significansaction
risks. An unsuccessful investment may result intthal loss of such an investment and may havetanabadverse
effect on our business, results of operationspfire condition and cash flow.

Our risk management strategies leave us exposedghidentified or unanticipated risks that could ipact our
risk management strategies in the future and couldgatively affect our results of operations and dincial
condition.

We use a variety of instruments and strategiesaioage exposure to various types of risks. For elgme
use derivative foreign exchange contracts to mapagexposure and our clients’ exposure to foreigmency
exchange rate risks. If any of the variety of instents and strategies we utilize to manage oursexpdo various
types of risk are not effective, we may incur Ias9dany of our strategies are based on histoniadirig patterns
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and correlations. However, these strategies mapa@tlly effective in mitigating our risk exposureall market
environments or against all types of risk. Unexpdceharket developments may affect our risk manageme
strategies during this time, and unanticipated kbgreents could impact our risk management straseigi¢he
future.

Derivative transactions may expose us to unexpdaisk and potential losses.

We, from time to time, enter into derivative tractians that require us to deliver to the countegyptre
underlying security, loan or other obligation imer to receive payment. In a number of cases, wenoghold the
underlying security, loan or other obligation andynave difficulty obtaining, or be unable to ohtahe underlyin
security, loan or other obligation through the pbgksettlement of other transactions. As a residtare subject to
the risk that we may not be able to obtain the sggloan or other obligation within the requiredntractual time
frame for delivery. This could cause us to forfe# payments due to us under these contractsut resettlement
delays with the attendant credit and operatiorsil ais well as increased costs to us.

Fluctuations in interest rates and foreign currey exchange rates may affect our results of opevat and
financial condition.

Fluctuation in interest rates may affect the failue of our financial instruments sensitive to lies rates. An
increase in market interest rates may decreadaithealue of our fixed interest rate financial insnent assets anc
decrease in market interest rates may decreaseith@lue of our fixed interest rate financialtinsnent liabilities,
thereby resulting in a reduction in the fair vabieur equity. Similarly, fluctuations in foreigmirency exchange
rates may affect the fair value of our financiatimments sensitive to foreign currency exchantesra

Our operations and infrastructure may malfunctioor fail.

Our business is highly dependent on our abilitgrimcess, on a daily basis, a number of transactiorass
diverse markets, and the transactions we procegshierome increasingly complex. The inability of systems to
accommodate an increasing volume of transactionkl@so constrain our ability to expand our busges. If any
of these systems do not operate properly or agbldid, or if there are other shortcomings or fagun our internal
processes, people or systems, we could suffer impais, financial loss, a disruption of our busgess liability to
clients, regulatory intervention or reputationamdaye.

The exploration and development of mining and oesce properties is inherently dangerous and sultjexrisk
beyond our control.

Companies engaged in resource activities are suoj@dl of the hazards and risks inherent in esiptpfor and
developing natural resource projects. These risklsuaicertainties include, but are not limited toyionmental
hazards, industrial accidents, labour disputesease in the cost of labour, social unrest, ficekgnges in the
regulatory environment, impact of non-compliancémaws and regulations, fire, explosion, encounteunusual
or unexpected geological formations or other gdoldgr grade problems, unanticipated metallurgical
characteristics or less than expected mineral Ergoencountering unanticipated ground or wateditmms, cave-
ins, pit wall failures, flooding, rock bursts, padic interruptions due to inclement or hazardouathwer conditions,
earthquakes, seismic activity, other natural desastr unfavourable operating conditions and losSkesuld any of
these risks or hazards affect a company’s exptoratr development activities, it may (i) causecdhst of
development or production to increase to a poirgrelit would no longer be economic to produce tlegaior oil
and natural gas from the company’s resources aeateg reserves, (ii) result in a write down or ewxdff of the
carrying value of one or more projects, (iii) cadstays or stoppage of mining or processing, @guit in the
destruction of properties, processing facilitieshord party facilities necessary to the comparopsrations,

(v) cause personal injury or death and related kagality, or (vi) result in the loss of insuraacoverage. The
occurrence of any of above mentioned risks or ltszeould result in an interruption or suspensioopsration of
the properties in which we hold an interest or ather properties we acquire in the future and laaxeaterial and
adverse effect on our results of operations arahfiral condition.

Our commodities and resources operations are sgbfo environmental laws and regulations that miaigrease
the costs of doing business and may restrict theragions.

All phases of a resource business present envimotaingésks and hazards and are subject to enviratahe
regulation pursuant to a variety of government lawd regulations. Compliance with such laws andlegmns can
require significant expenditures and a breach reaylt in the imposition of fines and penalties, ebhinay be
material. Environmental legislation is evolvinganmanner expected to result in stricter standardsaforcement,
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larger fines and liability and potentially incredsmpital expenditures and operating costs. Angdiref
environmental legislation by the operator of préjesrunderlying our interests or by us, as an own@perator of a
property, could have a material impact on the Viigtof the relevant property and impair the reverderived from
the owned property or applicable royalty or otmeiest, which could have a material adverse effeciur results
of operations and financial condition.

Operating cost increases could have a negativetedfethe value of, and income from, any royaltgiasts we
may acquire by potentially causing an operatouttadl, delay or close operations at a mine site.

We or the operators of our current and any futuresource interests may not be able to secure regplipermits
and licenses.

Operations underlying our resource interests mayire licenses and permits from various governmenta
authorities. There can be no assurance that weeavgderator of any given project will be able toaii all necessal
licenses and permits that may be required to aartyexploration, development and mining operations.

There can be no assurance that we will be abl®ebtain adequate financing in the future or that ¢hterms of
such financing will be favourable and, as a reswite may have to raise additional capital throughetissuance o
additional equity, which will result in dilution taur shareholders.

There can be no assurance that we will be ablét@iroadequate financing in the future or thattérens of
such financing will be favourable. Failure to obtauich additional financing could result in delayrmefinite
postponement of further business activities. We neguire new capital to grow our business and thezeno
assurances that capital will be available when eégifl at all. It is likely such additional capitaill be raised
through the issuance of additional equity which ldaesult in dilution to our shareholders.

Limitations on our access to capital could impaiur liquidity and our ability to conduct our busiesses.

Liquidity, or ready access to funds, is essentialdmpanies engaged in commodities trading andiéing and
merchant banking. Failures of financial firms hafen been attributable in large part to insuffitigquidity.
Liquidity is of particular importance to our comnitiels and resources business and perceived ligugities may
affect our clients’ and counterparties’ willingnéesngage in transactions with us. Our liquidibyld be impaired
due to circumstances that we may be unable to@ostich as a general market disruption or an d¢ijpei problen
that affects our clients, counterparties, our lesae us. Further, our ability to sell assets maynbpaired if other
market participants are seeking to sell similaetssat the same time.

We may substantially increase our debt in theuftg.

We expect that it may be necessary for us to offitaamcing with a bank or financial institution poovide
funds for working capital, capital purchases, pt&mcquisitions and business development. Howéyerause of
our cash flow position, we do not expect that wk dve any immediate need to obtain additionadidicing.
Interest costs associated with any debt financiag atversely affect our profitability. Further, tieems on which
amounts may be borrowed — including standard firmovenants regarding the maintenance of findmates,
the prohibition against engaging in major corpotedasactions or reorganizations and the paymedividends —
may impose additional constraints on our businggsations and our financial strength.

As a result of our global operations, we are espd to political, economic, legal, operational anther risks that
could adversely affect our business, our resultsoprations, financial condition and cash flow.

In conducting our business in major markets aratedvorld, we are subject to political, economagdl,
operational and other risks that are inherent rajfing in other countries. These risks range fdéfficulties in
settling transactions in emerging markets to pdssibtionalization, expropriation, price controfglather
restrictive governmental actions, and terrorism.aM® face the risk that exchange controls or siméstrictions
imposed by foreign governmental authorities mayrictour ability to convert local currency receiver held by us
in their countries into Swiss francs, Canadianats|l Euros or other hard currencies, or to taksettmher currencis
out of those countries. If any of these risks bez@meality, our business, results of operatianantial condition
and cash flow could be negatively impacted.
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We are exposed to litigation risks in our busisethat are often difficult to assess or quantify./nticipate tha
we will incur significant legal expenses every yaardefending against litigation.

We are exposed to legal risks in our business laadalume and amount of damages claimed in litigati
against financial intermediaries are increasingesevisks include potential liability under sedastor other laws
for materially false or misleading statements miadsonnection with securities and other transactigotential
liability for advice we provide to participants @orporate transactions, and disputes over the tandsonditions of
complex trading arrangements. We also face thelgbigsthat counterparties in complex or risky diag
transactions will claim that we improperly failemtell them of the risks involved or that they wer authorized or
permitted to enter into such transactions withnd that their obligations to us are not enforceablging a
prolonged market downturn, we expect these typetaohs to increase. We are also exposed to légjad in our
merchant banking activities.

We seek to invest in undervalued businesses otsasfien as a result of financial, legal, regubator other
distress affecting them. Investing in distressesirmsses and assets can involve us in complexiksyads relating
to priorities, claims and other rights of stakelgofd These risks are often difficult to assessuantjfy and their
existence and magnitude often remains unknownubstantial periods of time. We may incur significkrgal and
other expenses in defending against litigation Ived with any of these risks and may be requireplay substantial
damages for settlements and/or adverse judgmaeuttsi&htial legal liability or significant regulayoaction against
us could have a material adverse effect on outtsesfioperations.

We rely significantly on the skills and experiemof our executives and the loss of these individuaay harm
our business.

Our future success depends to a significant demrebe skills, experience and efforts of our exeestand the
loss of their services may compromise our abititetfectively conduct our business. We do not nadintkey
person” insurance in relation to any of our empésy/e

We may experience difficulty attracting and retéing qualified management and technical personnel t
efficiently operate our business, and the failure dperate our business effectively could have aenial and
adverse effect on our profitability, financial coritibn and results of operations.

We are dependent upon the continued availability@mmitment of our management, whose contributions
immediate and future operations are of signifigamortance. The loss of any such management cagdtively
affect our business operations. From time to twewill also need to identify and retain additioskilled
management and specialized technical personnéfi¢ently operate our business. The number of pessskilled ir
the acquisition, exploration and development ofitigs and interests in natural resource propeidiésited and
competition for such persons is intense. Recruiging retaining qualified personnel is critical tor success and
there can be no assurance of our ability to ataadtretain such personnel. If we are not succeisséitracting and
training qualified personnel, our ability to exezwiur business model and growth strategy couldfbetad, which
could have a material and adverse impact on oditgindity, results of operations and financial clition.

Certain of our directors and officers may, fronmte to time, serve in similar positions with othpublic
companies, which may put them in a conflict positifrom time to time.

Certain of our directors and officers may, fromdito time, serve as directors or officers of ottmnpanies
involved in similar businesses to us and, to thergx¢hat such other companies may participateérsame venture
in which we may seek to participate, such direcémd officers may have a conflict of interest igoigating and
concluding terms respecting the extent of suchigipation. In all cases where our directors andicefs have an
interest in other companies, such other compan@®saitso compete with us in commodities tradingariicing and
merchant banking and for the acquisition of rogaltisimilar interests or resources properties @epts. Such
conflicts of our directors and officers may resnla material and adverse effect on our resultgpefations and
financial condition.

We conduct business in countries with a histofycorruption and transactions with foreign governmés, and
doing so increases the risks associated with ouernational activities.

As we operate internationally, we will be subjerthe United StatelSoreign Corrupt Practices Agtand other
laws that prohibit improper payments or offers afments to foreign governments and their officald political
parties by United States and other business entfiggt have securities registered in the UniteteStmr the purpose
of obtaining or retaining business. We have openatand agreements with third parties in counfaesvn to
experience corruption. Further international expangay involve more exposure to such practices.dgtivities ir
these countries create the risk of unauthorizedneays or offers of payments by one of our employees
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or consultants that could be in violation of vasdaws including th&oreign Corrupt Practices Agteven though
these parties are not always subject to our caritrisl our policy to implement safeguards to disege these
practices by employees. However, our existing s&fegds and any future improvements may prove t@sethan
effective, and our employees or consultants magagadn conduct for which we might be held respdasib
Violations of theForeign Corrupt Practices Aehay result in criminal or civil sanctions, and waybe subject to
other liabilities, which could negatively affectrdausiness, operating results and financial comaliti

Employee misconduct could harm us and is diffitth detect and deter.

It is not always possible to detect and deter eygganisconduct. The precautions we take to detetpeeven
employee misconduct may not be effective in alesaand we could suffer significant reputational anonomic
harm for any misconduct by our employees. The piatemarm to our reputation and to our businessedwby such
misconduct is impossible to quantify.

We may incur losses as a result of unforeseercatastrophic events, including the emergence ofaagemic,
terrorist attacks or natural disasters.

The occurrence of unforeseen or catastrophic eyirtsding the emergence of a pandemic or other
widespread health emergency (or concerns overdsgilility of such an emergency), terrorist attagksaatural
disasters, could create economic and financiaugterns, could lead to operational difficultiesqliding travel
limitations) that could impair our ability to maregur business and could expose our insurancedsaitiss to
significant losses.

General Risks Faced by Us

Investors’ interests may be diluted and investaray suffer dilution in their net book value per ahe if we issue
additional shares or raise funds through the saleemuity securities.

Our constating documents authorize the issuanoceroéommon shares, class A common shares andAlass
preference shares, issuable in series. In the ¢vahive are required to issue any additional sharenter into
private placements to raise financing through #ie ef equity securities, investors’ interests snwill be diluted
and investors may suffer dilution in their net ba@ltue per share depending on the price at which sacurities ai
sold. If we issue any such additional shares, s&stlances will also cause a reduction in the ptapate ownershi
of all other shareholders. Further, any such isseiamay result in a change of control of our company

Our constating documents contain indemnificatigurovisions, and we have entered into agreements
indemnifying our officers and directors against atlosts, charges and expenses incurred by them.

Our constating documents contain indemnificatioovjgions, and we have entered into agreementsresihec
to the indemnification of our officers and dired@gainst all costs, charges and expenses, inglagiounts
payable to settle actions or satisfy judgmentsjaligt and reasonably incurred by them, and amaopansible to
settle actions or satisfy judgments in civil, crirl or administrative actions or proceedings toollihey are made
party by reason of being or having been a diremtafficer of our company. Such limitations on liitlp may reduc:
the likelihood of litigation against our officeraddirectors and may discourage or deter sharetsofdam suing ou
officers and directors based upon breaches of theties to us, though such an action, if successfight otherwise
benefit us and our shareholders.

Certain factors may inhibit, delay or prevent akieover of our company, which may adversely afféna price of
our common shares.

Certain provisions of our charter documents andctrporate legislation which govern us may discgara
delay or prevent a change of control or chang@siimmanagement that shareholders may consider falvleu Such
provisions include authorizing the issuance bylmard of directors of preferred stock in seriesyjaling for a
classified board of directors with staggered, thyear terms and limiting the persons who may qadlcgal meetings
of shareholders. In addition, thevestment Canada Athposes certain limitations on the rights of Manadians t
acquire our common shares, although it is highlkely that this will apply. If a change of controt change in
management is delayed or prevented, the market pfiour common shares could decline.

Additional Information

We file annual and other reports, proxy statemantsother information with certain Canadian semsit
regulatory authorities and with the SEC in the BaiStates. The documents filed with the SEC ardadola to the
public from the SEC’s website at http://www.sec.gblre documents filed with the Canadian securrégsilatory
authorities are available at http://www.sedar.com
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UNAUDITED INTERIM FINANCIAL STATEMENTS

In accordance with National Instrument 51-102 redebby the Canadian Securities Administrators,aldiova
Royalty Corporation discloses that its auditorsenaet reviewed the unaudited financial statemeortghie period
ended June 30, 2011.

NOTICE TO READER OF THE INTERIM CONSOLIDATED FINANC IAL STATEMENTS

The accompanying interim consolidated balance stfeE¢rra Nova Royalty Corporation as at June 80,12
and the related consolidated statements of opasatind retained earnings, comprehensive incomeastdflows
for the three- and six-month periods then endedtereesponsibility of management. These consdiifihancial
statements have not been reviewed on behalf cfttheeholders by the independent external audiforemma Nova
Royalty Corporation.

The interim consolidated financial statements Hzeen prepared by management and include the seleaxyfti
appropriate accounting principles, judgments atidhases necessary to prepare these financial séatsnm
accordance with IFRS.
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TERRA NOVA ROYALTY CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSI TION
June 30, 2011 and December 31, 2010
(Unaudited)
(United States Dollars in Thousands)

2011 2010
ASSETS
Current Asset

Cash and cash equivale $413,85° $397,69°
Shor-term cash deposi 672 —
Securities 21,37¢ 27,89
Restricted cas 72C 3,464
Loan receivablt 18,18¢ 5,792
Trade receivable 17,57¢ 13,08¢
Other receivable 14,28 12,10
Inventories 76,47: 67,10
Real estate held for sé 13,53 12,48(
Contract deposits, prepaid and ot 12,14« 20,84

Total current asse 588,83: 560,47

Non-current Asset

Securities 16,93¢ 7,262
Equity method investmen 13,60¢ 5,712
Investment propert 39,94« 38,58¢
Property, plant and equipme 4,17¢ 4,20z
Interests in resource propert 224,26 231,29°
Deferred income tax asse 7,731 6,727

Total nor-current asset 306,66« 293,78

$895,49t  $854,25¢

LIABILITIES AND EQUITY
Current Liabilities

Shor-term bank borrowing $107,14¢ $ 69,97¢
Debt, current portiol 25,33¢ 4,144
Dividend payabl¢ 3,12¢ —
Account payables and accrued expel 41,25¢ 47,13(
Provisions 93 362
Income tax liabilities 3,70¢ 3,80¢
Deferred sale liabilitie 37,052 23,13:

Total current liabilities 217,71t 148,55:

Long-term Liabilities

Debt, less current portic 29,66¢ 48,60
Deferred income tax liabilitie 62,83: 64,43¢
Provisions 3 23z
Deferred sale liabilitie 25,90 39,99:

Total lon¢-term liabilities 118,40! 153,26!

Total liabilities 336,12: 301,81¢

Equity

Capital stock 381,98 381,67«
Treasury stocl (67,809 (67,507
Contributed surplu 13,02¢ 5,77¢
Retained earning 219,05: 213,51¢
Accumulated other comprehensive incc 11,40¢ 14,29(

Total shareholde’ equity 557,65¢ 547,75t
Non-controlling interest: 1,717 4,684

Total equity 559,37! 552,44(

$895,49¢  $854,25t

The accompanying notes are an integral part okth@srim consolidated financial statements.
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TERRA NOVA ROYALTY CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

For the Six Months Ended June 30, 2011 and 2010

(Unaudited)

(United States Dollars in Thousands, Except Per She Amounts)

Net sales
Equity income
Gross revenue
Costs and expense
Costs of sale
Selling, general and administrati

Share-based compensation expei— selling, general and administrati

Interest

Other item:

Foreign currency transaction loss,
Income (loss) before income tax
Income tax (expense) recove

Income taxe:
Resource property revenue ta;

Income (loss) from continuing operatic
Loss from discontinued operatio
Net income (loss) for the peric
Net (income) loss attributable to r-controlling interest:
Net income (loss) attributable to owners of theepicompany
Consisting of: Continuing operatio
Discontinued operatior

Basic earnings (loss) per share: Continuing opata
Discontinued operatior

Diluted earnings (loss) per share: Continuing opena
Discontinued operatior

Weighted average number of common shares outsig
— basic
— diluted

2011 2010
274,61« $  9,84¢
2,90¢ —
277,52, 9,84¢
226,90 6,00
21,79¢ 4,26¢
7,21¢ —
4,15: 7
260,07 10,28(
17,44¢ (432)
(1,269 (30€)
16,18¢ (73¢)
(1,959 1,897
(679 (1,956)
(2,639) (59)
13,54" (797)
— (20,12%)
13,54" (20,925)
1,37( (74)
14,917 $ (20,999
14917 $ (797)
— (20,20%)
14,917 $ (20,999
024 $  (0.09
— (0.67)
024 $  (0.70
024 $  (0.09
— (0.67)
024 $  (0.70
62,561,42  30,277,67
62,610,16  30,277,67

The accompanying notes are an integral part ottheasolidated financial statements.
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TERRA NOVA ROYALTY CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

For the Three Months Ended June 30, 2011 and 2010

(Unaudited)

(United States Dollars in Thousands, Except Per She Amounts)

Net sales
Equity income
Gross revenue
Costs and expense
Costs of sale
Selling, general and administrati
Interest

Other item:
Foreign currency transaction gain (loss),
Income before income tax
Income tax (expense) recove
Income taxe:
Resource property revenue ta:

Income from continuing operatiol
Loss from discontinued operatio
Net income (loss) for the peric
Net loss attributable to n-controlling interest:
Net income (loss) attributable to owners of theepaicompany
Consisting of: Continuing operatio
Discontinued operatior

Basic earnings (loss) per share: Continuing opata
Discontinued operatior

Diluted earnings (loss) per share: Continuing ofi@na
Discontinued operatior

Weighted average number of common shares outsig
— basic
— diluted

2011 2010
142,03; $  5,83¢
1,65¢ —
143 68! 5,83¢
120,45 3,317
10,38 1,66¢
2,18¢ —
133,03: 4,971
10,65 85¢
957 (472)
11,60 387
(182) 1,70€
502 (1,089
32C 617
11,92¢ 1,00<
— (2,725
11,92¢ 1,729
71 —
11,990 $ (1,729
11,99 $  1,00¢
— (2,725
11,990 $ (1,729
0.1¢ $ 0.0z
— (0.09)
01¢ $  (0.06
0.1¢ $ 0.0z
— (0.09)
01¢ $  (0.06)
62,561,42  30,284,91
62,580,08  30,284,91

The accompanying notes are an integral part ottheasolidated financial statements.
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TERRA NOVA ROYALTY CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
For the Six Months Ended June 30, 2011 and 2010
(United States Dollars in Thousands)

2011 2010

Net income (loss) for the peric $ 13,547 $(20,92%)
Other comprehensive income (loss), net of
Unrealized gains and losses on translating findstagements of self-sustaining forei
operations and adjustments from the applicatiod.8f. dollar reporting 7,59z (16,129
Reclassification adjustment for translation gaind lsses to income statements for

subsidiaries deconsolidat — 5,091

Fair value gain oiavailablefor-salesecurities (13,719 —
Reclassification of fair value gain on available-éale securities to income statements

for securities disposed 3,34¢ —

Other comprehensive lo (2,777 (11,037

Comprehensive income (loss) for the pel 10,77C  (31,962)

Comprehensive loss attributable to -controlling interest: 1,26 24¢

Comprehensive income (loss) attributable to owonétke parent compar $12,037 $(31,71))

Consisting of: Continuing operatio $12,03: $ (2,669

Discontinued operatior — (29,050

$12,03:  $(31,719)

The accompanying notes are an integral part ottheasolidated financial statements.
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TERRA NOVA ROYALTY CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
For the Three Months Ended June 30, 2011 and 2010
(United States Dollars in Thousands)

2011 2010
Net income (loss) for the peric $11,92¢  $(1,727)
Other comprehensive income (loss), net of

Unrealized gains and losses on translating finastaements of self-sustaining foreigi

operations and adjustments from the applicatiod.&f. dollar reporting 1,37(C (4,667)

Fair value gain oavailable-for-salesecurities (7,86%) —
Reclassification of fair value gain on available-falesecurities to income statements

securities disposed 3,74¢ —

Other comprehensive lo (2,745  (4,66))

Comprehensive income (loss) for the pel 9,181 (6,382)

Comprehensive loss attributable to -controlling interest: 28 —

Comprehensive income (loss) attributable to ownétke parent compar $ 9,20¢ $(6,38%)

Consisting of: Continuing operatio $ 9,20¢  $(3,657)

Discontinued operatior — (2,725)

$ 9,20¢  $(6,38%)

The accompanying notes are an integral part oktheasolidated financial statements.
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TERRA NOVA ROYALTY CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(Unaudited)
For the Six Months Ended June 30, 2011 and 2010
(United States Dollars in Thousands)

Balance at December 31, 20
Net income

Cash dividenc

Stoclk-based compensatic
Issuance of preferred shal
Derecognition of a subsidia
Change in valuation allowan:
Currency translation adjustme

Balance at June 30,

2011
Balance at December 31, 20
Net loss
Dividend paid
Purchase of shares in a subsidi
Distribution of shares in a former subsidi:
Exercise of stock optior
Stock-based compensatic
Deconsolidation of a former subsidie
Currency translation adjustme

Balance at June 30,
2010

Accumulated Other

Comprehensive Income

Capital Stock Treasury Stock Available- Currency Total Non-

Number of Number of Contributed Retained for-Sale Translation Shareholders Controlling  Total
Shares  Amount Shares  Amount  Surplus Earnings Securities  Adjustment Equity Interests  Equity
66,031,91 $381,67. (3,470,49) $(67,507) $ 577t $21351¢ $ 1991 $ 12,29¢ $ 547,75¢ $ 4,684 $552,44(

— — — — — 14,917 — — 14,917 (1,370 13,547

— — — — — (9,389 — — (9,389 — (9,389

— — — — 7,258 — — — 7,258 (34) 7.21¢
308,19: 30¢ (308,19)) (309¢) — — — — — — —
— — — — — — — — — (1,670 (1,670

— — — — — — (10,369 — (10,369 — (10,369

— — — — — — — 7,48t 7,48t 107 7,592
66,340,10 $381,98: _ (3,778,68) $(67,809 $ 13,02¢ $219,05: $ (8379 $ 19,78 $ 557,65¢ $ 1,717 $559,37!
35,577,15 $141,60: (5,317,24) $(83,339) $ 7,23: $ 354,33 $ — 8 15,85: $ 435,68¢ $ 5,407 $441,09:
— — — — — (20,999 — — (20,999 74 (20,929

— — — — — — — — — (1,219 (1,219

- - - - - - - - - (12) (12

— — — — —  (82,99) — — (82,991) —  (82,99)

25,00( 40€ — — (80) — — — 32€ — 32€

— — — — (1,418) — — — (1,419 — (1,419

— — — — — — — — — (3,930 (3,930

— — — — — — — (10,719 (10,719 (323) _(11,03)
35,602,15 $142,01( (5,317,24) $(83,339) $ 5,737 $ 250,34 $ — $ 5,13¢ $ 319,89¢ $ — $319,89¢

The accompanying notes are an integral part ottheasolidated financial statements.
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TERRA NOVA ROYALTY CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

For the Six Months Ended June 30, 2011 and 2010
(United States Dollars in Thousands)

Cash flows from continuing operating activit
Income (loss) from continuing operatic
Adjustments for

Amortization, depreciation and depleti

Foreign currency transaction losses,

Loss on trading securitie

Gain onavailablefor-saleand other securitie
Shar+based compensatic

Deferred income taxe

Equity income

Market value increment on commaodity inventol

Changes in operating assets and liabilities, neffetts of acquisitions and

dispositions
Shor-term cash deposi
Shor-term securitie!
Restricted cas
Receivable!
Inventories
Contract deposits, prepaid and ot
Shor-term bank borrowing
Accounts payable and accrued expet
Income tax liabilities
Provisions

Other

Cash flows provided by (used in) continuing op@@ctivities
Cash flows from continuing investing activiti

Purchases of property, plant and equipment

Purchases of lor-term securitie:

Proceeds from sales available-for-salesecurities

Increase in loan receivak

Decrease in loan receivak

Other

Cash flows used in by continuing investing actes
Cash flows from continuing financing activiti
Debt repaymer
Issuance of share
Dividend paid
Cash flows provided by (used in) continuing finamactivities
Cash flows used in discontinued operating actis
Cash flows used in discontinued investing actisi
Cash flows used in discontinued financing actigi
Exchange rate effect on cash and cash equive

Increase (decrease) in cash and cash equiv:
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Cash and cash equivalents at end of period codsi$t
Cash
Money market and highly liquid func

2011 2010

$ 13547 $ (797

7,82¢ 4,86¢
1,26¢ 30€
2,03( 1,157
(3,58¢) —
7,21¢ —
58¢ (4,83))
(2,909) —
(45€) —

(4,799 —
4,081 (3,825)
2,76: —
(6,759) 217
(3,09 —
8,86: (86)
30,17 —
(8,40)) (1,445)
(7) —
(130) —
(87) 67¢
48,12¢ (3,76))

(560) —
(31,79)) —
7,35¢ —
(14,530) (8,000
2,13¢ —
4,19¢ —
(33,196 (8,000)

(2,167) —
— 32¢
(6,25¢) —
(8,426) 32¢
—  (14,76)
—  (285,99)
—  (11,54)

9,65: (25,620
16,16( (349,349
397,69 420,55
$413,85 $ 71,20:

$265,05. $ 71,20:
148,80t

$413,85 §$ 71,20:

The accompanying notes are an integral part ottheasolidated financial statements.
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TERRA NOVA ROYALTY CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
For the Three Months Ended June 30, 2011 and 2010
(United States Dollars in Thousands)

Cash flows from continuing operating activit
Income from continuing operatiol
Adjustments for
Amortization, depreciation and depleti
Foreign currency transaction (gains) losses
Loss on trading securitie
Gain onavailablefor-saleand other securitie
Deferred income taxe
Equity income
Market value increment on commaodity inventol

Changes in operating assets and liabilities, neffetts of acquisitions and dispositit

Shor-term cash deposi
Shor-term securitie!
Restricted cas
Receivable!
Inventories
Contract deposits, prepaid and ot
Shor-term bank borrowing
Accounts payable and accrued expet
Income tax liabilities
Provisions

Other

Cash flows provided by (used in) continuing op@@ctivities

Cash flows from continuing investing activiti
Purchases of property, plant and equipment
Purchases of lor-term securitie:

Proceeds from sales availabl¢for-salesecurities
Increase in loan receivak

Decrease in loan receivat

Other

Cash flows used in continuing investing activi

Cash flows from continuing financing activiti
Debt repaymer
Dividend paid

Cash flows used in continuing financing activit

Cash flows provided by discontinued operating &ty

Cash flows used in discontinued financing actigi

Exchange rate effect on cash and cash equive

Increase (decrease) in cash and cash equivi

Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Cash and cash equivalents at end of period codsi$t
Cash
Money market and highly liquid func

The accompanying notes are an integral part oktheasolidated financial statements.
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2011 2010
$11,92¢ $ 1,00
4,04z 2,51¢
(952) 472
2,18¢ 79¢
(221) —
(782 (4,640
(1,659 —
(31€) —
(4,79¢) —
3,056 (3,825
(175) —
(3,644 (1,449
2,95¢ —
3,99. (78)
9,807 —
3,226 (1,20
96 —
(73) —
(219 11
2845 (6,399
(299) —
(9,307 —
1,20( —
(5,290 (8,000
1,61¢ —
3,00¢ —
(9,079 (8,000
(889 —
(3,139 —
(4,017) —
— 3,72¢
— (10,329
1,74« (5,009
17,10 (26,009
396,75. 97,20
$413,85  $ 71,20:
$265,05. $ 71,20:

148,80

$413.85  $ 71,20:




TERRA NOVA ROYALTY CORPORATION

SELECTED EXPLANATORY NOTES TO CONDENSED CONSOLIDATE D FINANCIAL STATEMENTS
June 30, 2011
(Unaudited)

Note 1. Basis of Presentation and Significant Accounting Rizgies

The condensed consolidated financial statementsic@ud herein include the accounts of Terra NovgaRy
Corporation (“Terra Nova”) and its subsidiariesli@gctively, the “Group”). The notes are stated initdd States
dollars (unless otherwise indicated) and roundetiémearest thousands (except per share amounts).

The interim financial report has been prepared &ya Nova in accordance with the English languaggsion
of International Financial Reporting Standards R&") which include International Accounting Stara&(“IAS”)
and Interpretations (“IFRIC” and “SIC”) as issuegthe International Accounting Standards Board {tASB").
The Group’s interim financial statements for thersionths ended June 30, 2010 were in compliande B 34,
Interim Financial Reportin. The same accounting policies and methods of ctatipa are followed in the interim
financial statements as compared with the mosnhiterenual financial statements, except for accogrpolicy
changes made after the date of the most recentbfinancial statements which are disclosed in Nbte this
interim financial report. In accordance with IAS, 8értain information and footnote disclosure ndhyniacluded in
annual financial statements have been omitted mteased.

The measurement procedures to be followed in @mnimtfinancial report are designed to ensure that t
resulting information is reliable and that all mékfinancial information that is relevant to anderstanding of the
financial position or performance of the Grouppg@priately disclosed. While measurements in lamthual and
interim financial reports are often based on reablinestimates, the preparation of the interimnfoia report
generally requires a greater use of estimation austlthan the annual financial report.

In the opinion of Terra Nova, its unaudited intedondensed consolidated financial statements coathi
normal recurring adjustments necessary in ordprdsent a fair statement of the results of theimtperiods
presented. These interim period statements sheutddd together with the audited consolidated firmrstatement
and the accompanying notes included in Terra Noe&st annual report on Form 20-F. The resultsHferperiods
presented herein may not be indicative of the tegat the entire year. The revenues from the Georgsources
activities involve seasonality and cyclicality.

Note 2. Nature of Operations

Terra Nova is incorporated under the laws of Brit@olumbia, Canada. Terra Nova holds an indirder@st in
the Wabush iron ore mine in the Province of Newftland and Labrador, Canada and is active in thaltpy
industry.

In November and December 2010, Terra Nova, thr@ughare exchange, acquired all of the issued and
outstanding shares of TTT Acquisition Corp. (“TAG@rmerly Mass Financial Corp.). TAC and its suliés are
primarily in the commodities and resources businassvell as merchant banking. The Group cons@ditie
results of the operations of TAC Group since Noveris, 2010. Accordingly, the current interim fic&l report
included the results of TAC Group for the six manémd three months ended June 30, 2011 while theaative
financial results for the same period in the préwggear did not include the results of TAC.

Until the end of March 2010, Terra Nova also opatan the industrial plant technology, equipmerd aarvice
business for the cement and mining industries tjinats former subsidiary KHD Humboldt Wedag Intdioaal AG
in Germany and its subsidiaries and affiliateslémively “KID"). Terra Nova ceased to consoliddte from
March 31, 2010 and completed the spin-off of KIDycember 31, 2010. As a result, the results ofatjpans of
KID have been presented as discontinued operatikmtardingly, prior period financial statements;lirding
business segment information as disclosed in Notavie been reclassified to reflect this change.

Note 3. Accounting Policy Developments

The following amendment was issued by the IASB thatandatory for the Group’s accounting year 2011:

IAS 24,Related Party Disclosuresas revised to simplify the disclosure requireméatgovernment-
related entities and clarify the definition of ated party. This revision does not have matenigdact on the
Group’s financial statements and presentation.
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TERRA NOVA ROYALTY CORPORATION

SELECTED EXPLANATORY NOTES TO CONDENSED CONSOLIDATE D
FINANCIAL STATEMENTS — (Continued)

The following new accounting standards and amendsrame expected to have significant effects on the
Group’s accounting policies, financial positionslan financial statement presentation.

IFRS 9,Financial Instrumentsieplaces IAS 3%:inancial Instruments: Recognition and Measuremand is
effective for annual periods beginning on or afl@nuary 1, 2013. IFRS 9 uses a single approacétéondine
whether a financial asset is measured at amortiastor fair value. The approach in IFRS 9 is basetlow an
entity manages its financial instruments (its beasgnmodel) and the contractual cash flow charatitsiof the
financial assets. The new standard also requisésgée impairment method to be used, replacingribay different
impairment methods in IAS 39. Pursuant to IFRSeitity choosing to measure a liability at faitueawill presen
the portion of the change in its fair value duetianges in the entity’s own credit risk in the otb@mprehensive
income, rather than within the profit and loss. Neguirements for the derecognition of financiatiaments,
impairment and hedge accounting are expected &mbed to IFRS 9. In August 2011, the IASB publisfozd
public comment an exposure draft of proposals josadhe mandatory effective date of IFRS 9. Theosxre draft
proposes an effective date of January 1, 20154ntlyr January 1, 2013) for IFRS 9. The proposeéafwould
only change the date when IFRS 9 would be mandaifonijties could still elect to use IFRS 9 befofd 2.

IFRS 10,Consolidated Financial Statemengstablishes principles for the presentation andgyegion of
consolidated financial statements when an entitirots one or more other entities. IFRS 10 sup&sédS 27
(Revised) Consolidated and Separate Financial Statemeantd, SIC-2Consolidation — Special Purpose Entities,
and is effective for annual periods beginning oafter January 1, 2013. Earlier application is pgeed.

IFRS 11 Joint Arrangementsstablishes principles for financial reporting Ioyitees that have an interest in
arrangements that are controlled jointly (jeént arrangement3. IFRS 11 supersedes IAS 3iterests in Joint
Venturesand SIC-13Jointly Controlled Entities - Non-Monetary Contriimns by Venturersand is effective for
annual periods beginning on or after January 132Barlier application is permitted.

IFRS 12 Disclosure of Interests in Other Entitiegplies to entities that have an interest in aididy, a joint
arrangement, an associate or an unconsolidatectsted entity. The objective of this IFRS is touig an entity to
disclose information that enables users of itsrfoia statements to evaluate: (a) the nature af resks associated
with, itsinterests in other entitiesand (b) the effects of those interests on itarfaial position, financial
performance and cash flows. IFRS 12 is effectiveafmual periods beginning on or after Januaryd132Earlier
application is permitted.

IFRS 13,Fair Value Measuremenfa) defines fair value; (b) sets out in a singlR$-a framework for
measuring fair value; and (c) requires disclosatesut fair value measurements. IFRS 13 is to béeapfor annual
periods beginning on or after January 1, 2013.i&aapplication is permitted.

Amendments, set out Disclosures — Transfers of Financial Asse&tere issued to amend IFRSFKihancial
Instrumentsso as to enhance the disclosure requirementsafosfers of financial assets that result in dereitiogn
These amendments respond, in part, to the recertdial crisis. Entities will be required to proeithore extensive
guantitative and qualitative disclosures aboutri¢l exposures relating to transfers of finanasdets that are:

(a) not derecognized in their entirety; or (b) degnized in their entirety, but with which the éptontinues to
have some continuing involvement; and (ii) the &ffef those risks on an entity’s financial positidine
amendments are effective for annual periods beginan or after July 1, 2011. Earlier applicatiopémitted.

Amendments, set out Deferred Tax: Recovery of Underlying Assetsre issued as amended to IAS 12,
Income Taxes IAS 12 requires an entity to measure the defdardelating to an asset depending on whether the
entity expects to recover the carrying amount efahset through use or sale. It can be difficult subjective to
assess whether recovery will be through use outiirgale when the asset is measured using theafaie model in
IAS 40, Investment PropertyThe amendment provides a practical solution éopttoblem by introducing a
presumption that recovery of the carrying amoutit wormally, be through sale. The amendments Heetive for
annual periods beginning on or after January 12201
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TERRA NOVA ROYALTY CORPORATION

SELECTED EXPLANATORY NOTES TO CONDENSED CONSOLIDATE D
FINANCIAL STATEMENTS — (Continued)

Note 4. Business Segment Informatior

In reporting to management, the Group’s operatiasylts are categorized into the following operating
segments: commaodities and resources, merchantrigpakid all other segments.

Commodities and resources segment includes tradingmmodities and resources, as well as the cklate
producing, processing and extracting activitieslsb includes the royalty income from the Grouptsrest in
resource property.

Merchant banking segment includes proprietary itingsand provision of financial services. The Grageks
investments in many industries, emphasizing thosinless opportunities where the perceived intringiae is
properly recognized. The Group uses its finanaial management expertise to add or unlock valueméhelative
short time period. The merchant banking business @dovides trade finance and services.

All other segment includes the Group’s corporatg @perating segments whose quantitative amountetio
exceed 10% of any of the Group’s (a) reported rege(b) net income or (c) combined assets. Theyguily
include business activities in medical equipmergtruments, supplies and services.

The Group consolidated the results of the operat@imT AC Group since November 16, 2010. Accordinthe
current interim financial report included the reéswf TAC Group for the six months and three momthded
June 30, 2011 while the comparative financial tsdiolr the same period in the preceding year didnwude the
results of TAC.

Products and Services

The Group’s total revenues comprised the followfimgthe six months and three months ended Jun2((,
and 2010, respectively:

Six Months Ended June 3C 2011 2010
Commodities and resourc $250,54°  $8,76¢
Fees 4,261 7
Gains on securities, n 2,01¢ —
Interest 4,05¢ 761
Dividend 267 —
Equity income 2,90¢ —
Derivative instrument gains, n 4,10¢ —
Other 9,361 312
Total revenue $277,52: $9,84¢
Three Months Ended June 3C 2011 2010
Commodities and resourc $134,15¢  $4,94¢
Fees 2,14¢ 7
Losses on securities, r (1,540 —
Interest 1,95¢ 734
Dividend 221 —
Equity income 1,65: —
Derivative instrument losses, r (707 —
Other 5,79:¢ 14¢€
Total revenue $143,68! $5,83¢
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TERRA NOVA ROYALTY CORPORATION

SELECTED EXPLANATORY NOTES TO CONDENSED CONSOLIDATE D
FINANCIAL STATEMENTS — (Continued)

Segment Operating Results

Revenues from external custom

Intersegment sal

Interest expens

Income (loss) from continuing operations beforeme taxe:

Revenues from external custom

Intersegment sal

Interest expens

Income (loss) from continuing operations beforeme taxe:

Revenues from external custom

Intersegment sal

Interest expens

Income (loss) from continuing operations beforeme taxe:

Revenues from external custom

Intersegment sal

Interest expens

Income (loss) from continuing operations beforeme taxe:

Note 5. Capital Stock

Six Months Ended June 30, 201

Commodities Merchant

and Resource: Banking  All Other Total
$256,95! $12,51: $ 8,05¢ $277,52.
25 4,11¢ 157 4,29¢
4,12¢ 22 3 4,152

17,31« 12,61C (13,739 16,18¢

Six Months Ended June 30, 201
Commodities Merchant

and Resources  Banking All Other Total
$8,76¢ $— $1,08( $9,84¢
— — 7 7
3,77¢ — (4,519 (73€)
Three Months Ended June 30, 201
Commaodities Merchant
and Resources Banking All Other Total
$138,21( $1,11C $ 4,365 $143,68!
— 1,621 5 1,62¢
2,174 11 — 2,18t
12,45 63C (1,477 11,60¢

Three Months Ended June 30, 2010
Commodities Merchant

and Resources  Banking All Other Total
$4,94¢ $— $ 887 $5,83¢
2,58¢ — (2,197) 387

Currently, Terra Nova has three classes of caglitek: class A common shares (the “Class A Common
Shares”), common shares (the “Common Shares”) egfdnped shares (the “Preferred Sharea¥at June 30, 201

there are 62,561,421 Common Shares issued ancuoditsg.

All the treasury stock are held by the wholly-owrsedbsidiaries.

Note 6. Consolidated Statements of Operation

Revenues

Gross revenues as reported for the six months ehassl 3(

2011 2010
$277,52;  $9,84¢

For the components of the Group’s gross revenuease see Note 4.
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TERRA NOVA ROYALTY CORPORATION

SELECTED EXPLANATORY NOTES TO CONDENSED CONSOLIDATE D

FINANCIAL STATEMENTS — (Continued)

The Group’s revenues for the six months ended 30riacluded the following items:

2011 2010
Losses on trading securities, | $(2,030 $ —
Realized gains oavailablefor-salesecurities 3,58¢ —
Holding gains on advance sales of secur 60 —
Derivative instrument gains, n 4,10¢ —
Market value increment on commaoditi 45€ —
Judgment interest from an arbitration in respe@ pfsource intere 1,245 —
Expenses
The Group’s costs of sales for the six months erddee 30 comprised:
2011 2010
Commodities and resourc $221,37¢  $4,84
Losses on trading securities, | — 1,157
Credit losses recovery on loans and receive (627) —
Other 6,152 —
Total costs of sale $226,90:  $6,00<
The Group included the following item in its cosefssales:
2011 2010
Recovery of writ-down of inventories, ne $ (93 $ —
The Group included the following item in its sefligeneral and administrative expenses:
2011 2010
Recovery of legal costs from an arbitration in extf a resource intere $(1,31) $ —
Note 7. Stock-based Payments
Terra Nova has a 1997 Stock Option Plan and a E@@&y Incentive Plan.
Following is a summary of the status of the plamsrd) the current period:
2008 Plan 1997 Plan
Weighted Weighted
2008 Plan Average 1997 Plan Average
Number of Exercise Price Number of Exercise Price
Awards per Share Shares per Share
Outstanding at December 31, 2( — — — —
Granted 915,00 $ 7.81 1,720,000 $ 7.81
Outstanding at June 30, 20 915,00 $ 7.81 1,720,000 $ 7.81
As at June 30, 201
Options available for granting in the future pes: 585,00( 12,34«
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TERRA NOVA ROYALTY CORPORATION

SELECTED EXPLANATORY NOTES TO CONDENSED CONSOLIDATE D
FINANCIAL STATEMENTS — (Continued)

On January 1, 2011, options to purchase 2,635,000rmn shares of Terra Nova were granted to directod
certain employees of the Group. The informatiorihenstock options granted on January 1, 2011 dadied as
follows. The Group uses Black-Scholes-Merton forariol compute the share-based compensation fotdbk s
options.

Number of options grante 2,635,001
Vesting requirement Immediateh
Contractual life 5 year:
Method of settlemer In equity
Exercise price per sha $7.81
Market price per share on grant d $7.81
Expected volatility 60.09%
Option life 3 year
Expected dividend 2.58%
Risk-free interest rat 0.97%
Fair value of option per un $2.76°

The expected volatility was determined based orhisterical price movement, with adjustments fodeirtying
businesses.

The following tables summarize the stock-based @rsation expenses recognized by the Group forithe s
months ended June 30:

2011 2010
Stocl-based compensation expense (recovery) arising dgiions granted by
Terra Nove $7,291  $(1,41%)
A Canadian na-wholly owned subsidiar (72 —
Total $7,21¢  $(1,415
As allocated to

Continuing operation $7,21¢ $ —
Discontinued operatior — (1,41%)
Total $7,21¢  $(1,415

The stock-based compensation cost is not tax diddicinder the Canadian income tax act and, thexetbe
Group did not recognize any tax benefit from gnagstock options.

Note 8. Earnings (loss) per Share

Earnings (loss) per share data for the six montkstlaree months ended June 30 from operationsiisnsulizec
as follows:

Six Months Ended June 3C _ 2011 2010
Basic earnings (loss) from continuing operationailable to holders of common sha $14,91° $(797)
Effect of dilutive securities — —
Diluted earnings (loss) from continuing operati $14,91°  $(797)

Number of Shares

2011 2010
Weighted average number of common shares outsig— basic 62,561,42 30,277,67
Effect of dilutive securities

Options 48,74¢ —
Weighted average number of common shares outsig— diluted 62,610,16  30,277,67
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SELECTED EXPLANATORY NOTES TO CONDENSED CONSOLIDATE D
FINANCIAL STATEMENTS — (Continued)

Three Months Ended June 3C 2011 2010

Basic earnings from continuing operations availableolders of common shar $11,99° $1,004
Effect of dilutive securities — —
Diluted earnings from continuing operatic $11,99° $1,004

Number of Shares

2011 2010
Weighted average number of common shares outsig— basic 62,561,42 30,284,91
Effect of dilutive securities

Options 18,65¢ —
Weighted average number of common shares outsig— diluted 62,580,08  30,284,91

Note 9. Dividend paid

On January 10, 2011, Terra Nova announced it heldueiel an annual cash dividend and establishedauah
dividend policy as follows:

e The annual dividend will be based on the ahdivadend yield of the New York Stock Exchange Guosite
Index (the*NYSE Composite Inde”) for the preceding year plus 25 basis poi

« For 2011, an aggregate cash dividend of veilsh.20 per common share, representing a dividestd of
2.58 percent

* The 2011 annual cash dividend will be paid in qerdytinstallments

» The first 2011 dividend payment of $0.05 pemenon share was paid on January 31, 2011 to sHdezh@f
record on January 20, 2011. The second divide®® @5 per share shares was paid on April 11, 2011 t
shareholders of record on March 31, 2011. The thivilend of $0.05 per share was paid on July 01120
shareholders of record on June 30, 2(

« The remaining quarterly dividend payments will bad®a in September 201

Note 10. Related Party Transactions

In the normal course of operations, the Group erntgo transactions with related parties whichtdel
affiliates in which the Group has a significant iginterest (10% or more) or which have the apiti influence th
affiliates’ or the Group’s operating and financipgjicies through significant shareholding, repréagon on the
board of directors, corporate charter and/or bylavirese related party transactions are measutée akchange
value which represents the amounts of considerastablished and agreed to by the parties. Iniaddib
transactions disclosed elsewhere in the finantéements, the Group had the following transactieitis affiliates
during the six months ended June 30, 2011:

Sales $ 44¢
Royalty expense paid and payab (347
Costs of sale (3,47¢)
Selling, general and administrative exper (28)

* included in income from interest in resource proype
The Group had the following items with related eon the consolidated balance sheet at Juned2Q; 2

Other receivables, curre $19C
Securities, nc-current 12¢
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SELECTED EXPLANATORY NOTES TO CONDENSED CONSOLIDATE D
FINANCIAL STATEMENTS — (Continued)

Note 11. Changes in Contingent Liabilities or Contingent Assts Since the End of the Last Annual Reportini
Period

Litigation

The Group is subject to litigation in the normalicse of business. Management considers the aggriafaiity
which may result from such litigation not matea&lJune 30, 2011.

Guarantees

The Group has issued a guarantee to a former sabysfdr its unsecured bonds up to an amount 0B$8®is
guarantee expires in 2016.

As at June 30, 2011, the Group had issued guasanfe® a maximum of $32,065 to its trading andrfiting
partners in the normal course of its commoditidi/ies, of which $2,854 has been used and outltgnand has
not been recorded as liabilities in the consoliddtalance sheet. There has been no claim agamgutirantees.
Note 12. Subsequent Even

In August 2011, Terra Nova reorganized its Wabuasfalty asset to hold an indirect 99.44% econontierast
therein. Terra Nova will continue to consolidaterigsults.

Note 13. Approval of Consolidated Financial Statements

This interim financial report was approved by theaBl of Directors and authorized for issue on Atgéas
2011.
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TERRA NOVA ROYALTY CORPORATION REPORTS 2011 SECOND QUARTER
RESULTS

- New Business Focus, Name Change and Divestments -

NEW YORK (August 15, 2011) . . . Terra Nova Royalty Corporation (“Terra Nova” or
the “Company”) (NYSE: TTT) today announced results for the six months and second
quarter ended June 30, 2011. Unless otherwise noted, all dollar amounts are in United
States dollars.

RESULTS FOR THE SIX MONTHS ENDED JUNE 30, 2011

Revenues for our commodities and resources business were $257.0 million for the
six months ended June 30, 2011, compared to $8.8 million for the same period in
2010, primarily as a result of the inclusion of the integrated commodities operations of
Mass Financial Corp. (“Mass”), which we acquired in the fourth quarter of 2010.
Included in our commodities and resources business are revenues generated by our
royalty interest, which increased to approximately $12.3 million for the six months
ended June 30, 2011, compared to $8.8 million for the same period in 2010. The
increase in royalty revenue was mainly attributable to a higher royalty rate. A total of
1,515,120 tons of iron ore pellets were shipped during the six-month period ended
June 30, 2011.

Revenues for our merchant banking business were $12.5 million for the six months
ended June 30, 2011, compared to $nil for the same period in 2010, primarily as a
result of the inclusion of Mass’s results.

Other revenues , which encompass our corporate and other investments, were
$8.1 million for the six months ended June 30, 2011, compared to $1.1 million for the
same period in 2010, primarily as a result of the inclusion of Mass’ results.

Costs of sales increased to $226.9 million during the six months ended June 30, 2011
from $6.0 million for the same period in 2010. Selling, general and administrative
expenses increased to $21.8 million for the six months ended June 30, 2011 from

$4.3 million for the same period in 2010. The increases were primarily linked to the
inclusion of Mass’s operations.
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RESULTS FOR THE THREE MONTHS ENDED JUNE 30, 2011

Revenues for our commodities and resources business were $138.2 million for the
three months ended June 30, 2011, compared to $4.9 million for the same period in
2010, primarily as a result of the inclusion of the integrated commodities operations of
Mass. Included in our commaodities and resources business are revenues generated by
our royalty interest of approximately $6.8 million for the three months ended June 30,
2011. A total of 795,770 tons of iron ore pellets were shipped during the three months
ended June 30, 2011.

Revenues for our merchant banking business were $1.1 million for the three
months ended June 30, 2011, compared to $nil for the same period in 2010 as a result
of the inclusion of the activities of Mass.

Other revenues , which encompass our corporate and other investments, were

$4.4 million for the three months ended June 30, 2011, compared to $0.9 million for the
same period in 2010, and are attributable to the inclusion of Mass in the current
quarter.

Costs of sales increased to $120.5 million during the three months ended June 30,
2011 from $3.3 million for the same period in 2010, while selling, general and
administrative expenses increased to $10.4 million from $1.7 million for the same
period of 2010. These increases are primarily linked to the inclusion of Mass’s
operations in the current period.

OVERVIEW OF RESULTS FOR THE SIX AND THREE MONTHS ENDED JUNE 30,
2011

The table below shows our total revenues by operating segment for the six months
ended June 30, 2011, as well as each of the three month periods ended June 30, 2011
and March 31, 2011 were;

REVENUES (2011) All amounts in thousands
June 30 June 30 March 31
six months three months three months
Commodities and resources $ 256,955 $ 138,210 $ 118,745
Merchant banking 12,511 1,110 11,401
Other 8,056 4,365 3,691
Total revenues $ 277,522 $ 143,685 $ 133,837
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The table below shows our income from continuing operations for the six months
ended June 30, 2011, as well as each of the three month periods ended June 30, 2011

and March 31, 2011 were:

INCOME FROM CONTINUING OPERATIONS (2011) All amounts in thousands, except per share amounts
June 30 June 30 March 31
six months three months three months
Commodities and resources $ 17,314 $ 12,453 $ 4,861
Merchant banking 12,610 630 11,980*
Other (13,739) (1,477) (12,262)
Income before income taxes 16,185 11,606 4,579
Income tax (1,959) (182) @,777)
Resource property revenue
tax recovery (expenses) (679) 502 (1,181)
Net loss attributable to non- controlling
interest 1,370 71 1,299
Net income from continuing operations
to shareholders $ 14,917 $ 11,997 $ 2,920
Earning per share $ 0.24 $ 0.19 $ 0.05

*Note: The income before income tax from the merchant banking segment
was higher than its revenue in the three months ended March 31, 2011,
which was due to a gain not recognized in revenue.

ONE-TIME NON-CASH EXPENSES

The following table shows the effects of one-time and non-cash discretionary expenses

on 2011 earnings.

EFFECTS OF ONE-TIME & NON-CASH DISCRETIONARY EXPENSES IN 2011
All amounts in thousands, except per share amount

June 30 March 31

three months three months

Share-based compensation $ - $ 7,291
Other 145 1,472
Total $ 145 $ 8,763
Per share impact, diluted $ — $ 0.14
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FINANCIAL HIGHLIGHTS

The following table highlights certain selected key numbers and ratio in order to better
understand Terra Nova'’s financial position.

FINANCIAL HIGHTLIGHTS AS OF JUNE 30, 2011  All amounts in thousands, except per share amount and ratio
Cash and cash equivalents $ 413,857
Short-term securities 21,379
Working capital 371,116
Acid test ratio* 2.23
Shareholders’ equity 557,658
Equity per common share 8.91

*Note: Calculated as cash and cash equivalents plus short-term cash deposits, short-term securities and
receivables, divided by total current liabilities.

LIQUIDITY

As at June 30, 2011, we had cash and short-term securities of $435.2 million. We
monitor our capital on the basis of our debt-to-adjusted capital ratio and long-term
debt-to-equity ratio. The debt-to-adjusted capital ratio is calculated as net debt divided
by adjusted capital, while net debt is calculated as total debt less cash and cash
equivalents. The long-term debt-to-equity ratio is calculated as long-term debt divided
by shareholders’ equity.

LIQUIDITY All amounts in thousands

June 30, 2011 December 31 2010
Total debt $ 55,007 $ 52,748
Less: cash and cash equivalents (413,857) (397,697)
Net debt (net cash and cash equivalents) (358,850) (344,949)
Shareholders’ equity 557,658 547,756
Debt-to-adjusted capital ratio Not applicable* Not applicable*

*Note: The debt-to-adjusted capital ratio as at June 30, 2011 and December 31, 2010 were not
applicable as we had a net cash and cash equivalents balance at such dates.
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LONG-TERM DEBT-TO-EQUITY RATIO All amounts in thousands, except ratios
June 30, 2011 December 31 2010

Long-term debt, less current portion $ 29,668 $ 48,604
Shareholders’ equity 557,658 547,756
Long-term debt-to-equity ratio 0.05 0.09

We had a net cash and cash equivalents balance after deduction of our total debt, and
our long-term debt-to-equity ratio was 0.05 and 0.09 as at June 30, 2011 and
December 31, 2010 respectively.

CREDIT FACILITIES

We maintain various types of credit lines and facilities with various banks, and most of
these are short-term. These facilities are used for day-to-day business, structured
finance and various other activities in both the commodities and finance areas.

As at June 30, 2011 we had credit facilities aggregating $379.0 million, of which
unsecured revolving credit facilities totalled $181.9 million. We also had revolving credit
facilities of $9.8 million for our structured trade finance activities with the margin
charged by the lender being negotiable when the facility is used. We also had (i) a
foreign exchange credit facility of $63.9 million and (ii) a non-recourse factoring
arrangement with a bank for up to $123.4 million based on receivables from
commodities operations. All of these facilities are renewable on a yearly basis.

SALE / DIVESTITURE OF ASSETS

We have completed a comprehensive review of our assets and identified some
merchant banking and other non-core net assets in the amount of approximately
$102.0 million, or $1.63 per share, which are not required for our future operations. We
believe it is in the best interest of our shareholders to receive this value directly, by way
of a special cash and/or spinout dividend or distribution. We are completing the final
plan to do so in the most tax efficient manner for both the Company and its
shareholders. We expect to complete this in November.

All of our assets are under constant review to assess the risk and acceptable returns
for the Company.

DIRECTIONAL FOCUS

After considerable review and discussions, the Board of Directors has determined that
the Company should primarily focus its efforts on building our existing commaodities
activities into a global commodities supply chain  business that will source and
deliver commodities and materials to all industries, with an emphasis on the financing
and risk management aspect of the business. They have also approved a name
change to MFC Industrial Ltd. We believe, by committing our capital and personnel,
that this strategy will allow us to capitalize on our sourcing, finance, risk management
and logistics capabilities and experience to maximize returns throughout the
commodities supply chain. We still need to penetrate other markets and enhance our
product lines.
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We view the major advantages of the commodities supply chain business to be:

e Turnaround cycle is generally short, resulting in a minimum risk profit realization.

* Requires a minimal investment in fixed assets.

Generates long -term customer loyalty.
 Allows us to leverage our ability, arrange  and/or finance suppliers for the long  -term.

« Enables us to capitalize on our risk management exp  ertise.

The Company plans to implement the name change promptly upon receipt of
regulatory approvals and our shares will continue to trade on the New York Stock
Exchange under a new trading symbol, beginning in mid-September.

CORPORATE TAXATION

The Company continued to be fiscally responsible and paid minimal corporate income
taxes during the first six months of 2011.

ANNUAL CASH DIVIDEND

The Company’s annual cash dividend is based on the annual dividend yield of the New
York Stock Exchange Composite Index for the preceding year, plus 25 basis points. In
January we announced the declaration of an aggregate cash dividend for 2011 of
$0.20 per common share, representing a dividend yield of 2.58 percent, payable
quarterly.

To date we have paid total cash dividends of $0.15 per share, with an additional
payment of $0.05 per common share expected to be announced in the third quarter of
2011. In the future, we plan to announce and declare the cash dividend during the first
full week of each year. The declaration, timing and payment of future dividends will
depend on, among other things, our financial results.

EXPANSION PLANS

Michael Smith, Chairman, commented “We are pleased with our new focus on building
a global commaodities supply chain company together with all of our corporate
changes and emphasis on expansion of our operations. We have now identified
several strategic acquisitions that will complement our new business focus. This
strategy is now underway.

“Our task now is to acquire and integrate new operations that will make us larger and,
most important, more profitable.

“We are generally optimistic that 2011 will be a watershed year as we pursue our
acquisition strategy. We have a much stronger financial base than many other
companies our size, and years of experience in buying good assets and realizing
value. With the current financial uncertainty in the market, we believe that many
interesting opportunities may present themselves.”

Shareholders are encouraged to read the entire Form 6-K, which includes our
unaudited financial statements and management’s discussion and analysis for the six
months ended June 30, 2011 and has been filed with the Securities and Exchange



Commission (“SEC"), for a greater understanding of the Company.
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Our annual report for the fiscal year ended December 31, 2010 on Form 20-F was filed
with the SEC and Canadian securities regulators on March 31, 2011. The Company
will provide a hard copy of the annual report, free of charge, upon request. Requests
can be sent by mail to: Suite 1620, 400 Burrard Street, Vancouver, British Columbia,
Canada V6C 3A6.

Today at 10:00 a.m. EDT (7:00 a.m. PDT), a conference call will be held to review
Terra Nova’s announcement and results. This call will be broadcast live over the
Internet at www.terranovaroyalty.com. An online archive will be available immediately
following the call and will continue for seven days. You may also to listen to the audio
replay by phone by dialing: 1 (877) 344 7529, using conference number 10002970.
International callers should dial: 1 (412) 317 0088.

ABOUT OUR COMPANY

Terra Nova is active in a broad spectrum of activities related to the integrated
combination of commodities and resources and merchant banking. To obtain further
information, please visit our website at: http://www.terranovaroyalty.com.

Disclaimer for Forward-Looking Information

This document contains statements which are, or may be deemed to be, “forward-looking
statements” which are prospective in nature. Forward-looking statements are not based on
historical facts, but rather on current expectations and projections about future events, and are
therefore subject to risks and uncertainties which could cause actual results to differ materially
from the future results expressed or implied by the forward-looking statements. Often, but not
always, forward-looking statements can be identified by the use of forward-looking words such

” o

as “plans”, “expects” or “does not expect”, “is expected”, “scheduled”, “estimates”, “forecasts”,

” o« ” o«

“projects”, “intends”, “anticipates” or “does not anticipate”, or “believes”, or variations of such

words and phrases or statements that certain actions, events or results “may”, “could”, “should”,
“would”, “might” or “will” be taken, occur or be achieved. Such statements are qualified in their
entirety by the inherent risks and uncertainties surrounding future expectations. Such forward-
looking statements involve known and unknown risks, uncertainties and other factors which
may cause our actual results, revenues, performance or achievements to be materially different
from any future results, performance or achievements expressed or implied by the forward-
looking statements. Important factors that could cause our actual results, revenues,
performance or achievements to differ materially from our expectations include, among other
things: (i) periodic fluctuations in financial results as a result of the nature of our business;

(i) commodities price volatility; (iii) economic and market conditions; (iv) competition in our
business segments; (v) decisions and activities of operators of our resource interests; (vi) the
availability of commaodities for our commodities and resources operations; (vii) the availability of
suitable acquisition or merger or other proprietary investment candidates and the availability of
financing necessary to complete such acquisitions; (viii) our ability to realize the anticipated
benefits of our acquisitions; (ix) additional risks and uncertainties resulting from strategic
investments, acquisitions or joint ventures; (x) counterparty risks related to our trading activities;
(xi) unanticipated grade, geological, metallurgical, processing or other problems experienced by
the operators of our resource interests; and (xii) other factors beyond our control. Such forward-
looking statements should therefore be construed in light of such factors. Other than in
accordance with its legal or regulatory obligations, the Company is not under any obligation and
the Company expressly disclaims any intention or obligation to update or revise any forward-
looking statements, whether as a result of new information, future events or otherwise.
Additional information about these and other assumptions, risks and uncertainties are set out in
our MD&A for the year ended December 31, 2010, which has been filed with Canadian
securities regulators and filed on Form 20-F with the United States Securities and Exchange
Commission.

AUDITED FINANCIAL TABLES FOLLOW —
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TERRA NOVA ROYALTY CORPORATION

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

June 30, 2011 and December 31, 2010
(Unaudited)
(United States Dollars in Thousands)

ASSETS

Current Assets

Cash and cash equivalents
Short-term cash deposits

Securities

Restricted cash

Loan receivable

Trade receivables

Other receivables

Inventories

Real estate held for sale

Contract deposits, prepaid and other

Total current assets

Non-current Assets
Securities
Equity method investments
Investment property
Property, plant and equipment
Interests in resource properties
Deferred income tax assets

Total non-current assets
Total assets

June 30 December 31
2011 2010

$ 413,857 $ 397,697
672 -
21,379 27,894
720 3,464
18,188 5,792
17,578 13,088
14,285 12,107
76,472 67,102
13,537 12,480
12,144 20,847
588,832 560,471
16,938 7,262
13,605 5,713
39,944 38,584
4,179 4,202
224,261 231,297
7,737 6,727
306,664 293,785
$ 895,496 $ 854,256
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TERRA NOVA ROYALTY CORPORATION

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (cont’ d)

June 30, 2011 and December 31, 2010
(Unaudited)
(United States Dollars in Thousands)

LIABILITIES AND EQUITY

Current Liabilities

Short-term bank borrowings

Debt, current portion

Dividend payable

Account payables and accrued expenses
Provisions

Income tax liabilities

Deferred sale liabilities

Total current liabilities
Long -term Liabilities

Debt, less current portion
Deferred income tax liabilities
Provisions
Deferred sale liabilities
Total long-term liabilities
Total liabilities

EQUITY

Capital stock

Treasury stock

Contributed surplus

Retained earnings

Accumulated other comprehensive income
Total shareholders’ equity

Non-controlling interests

Total equity

June 30, December 31
2011 2010
$107,145 $ 69,979
25,339 4,144
3,125 —
41,259 47,130
93 362
3,703 3,803
37,052 23,133
217,716 148,551
29,668 48,604
62,832 64,436
3 232
25,902 39,993
118,405 153,265
336,121 301,816
381,981 381,673
(67,809) (67,501)
13,028 5775
219,052 213,519
11,406 14,290
557,658 547,756
1,717 4,684
559,375 552,440
$895,496 $ 854,256
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TERRA NOVA ROYALTY CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Six Months Ended June 30, 2011 and 2010
(Unaudited)
(United States Dollars in Thousands, Except Per Share Amounts)

2011 2010
Net Sales $ 274614 $ 9,848
Equity income 2,908 —

Gross revenues 277,522 9,848
Costs and Expenses:

Costs of sales 226,904 6,004

Selling, general and administrative 21,798 4,269

Share-based compensation - selling, general and

administrative 7,219 -
Interest 4,153 7
260,074 10,280
17,448 (432)

Other item:

Foreign currency transaction loss, net (1,263) (306)
Income (loss) before income taxes 16,185 (738)
Income tax (expense) recovery:

Income taxes (1,959) 1,897

Resource property revenue taxes (679) (1,956)

(2.638) (59)
Income (loss) from continuing operations 13,547 (797)
Loss from discontinued operations - (20,128)
Net income (loss) for the period 13,547 (20,925)
Net (income) loss attributable to non-controlling
interests 1,370 (74)
Net income (loss) attributable to owners of the parent

company $ 14,917 $  (20,999)

Consisting of: Continuing operations $ 14917 $ (797)

Discontinued operations - (20,202)
$ 14917 $  (20,999)
Basic and diluted earnings (loss) per share:

Continuing operations $ 024 $ (0.03)
Discontinued operations - (0.67)
$ 024 $ (0.70)

\Weighted average number of common shares

outstanding

- basic 62,561,421 30,277,673
- diluted 62,610,166 30,277,673
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TERRA NOVA ROYALTY CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three Months Ended June 30, 2011 and 2010

(Unaudited)

(United States Dollars in Thousands, Except Per Share Amounts)

Net Sales
Equity income
Gross revenues

Costs and Expenses:
Costs of sales
Selling, general and administrative
Interest

Other item:
Foreign currency transaction gain (loss), net

Income before income taxes
Income tax (expense) recovery:
Income taxes
Resource property revenue taxes

Income from continuing operations
Loss from discontinuing operations
Net income (loss) for the period
Net loss attributable to non-controlling interests
Net income (loss) attributable to owners of the parent
company

Consisting of: Continuing operations
Discontinued operations

Basic and diluted earnings (loss) per share:
Continuing operations
Discontinued operations

\Weighted average number of common shares
outstanding
- basic
- diluted

2011 2010

$ 142032 $ 5836
1,653 -
143,685 5,836
120,458 3,312
10,388 1,665
2,185 —
133,031 4,977
10,654 859
952 (472)
11,606 387
(182) 1,706
502 (1,089)

320 617

11,926 1,004
— (2,725)

11,926 (1,721)
71 —

$ 11997 $  (1,721)
$ 11,997 $ 1,004
- (2,725)

$ 11997 $  (1,721)
$ 019 $ 0.03
- (0.09)

$ 019 $ (0.06)
62,561,421 30,284,911
62,580,080 30,284,911
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TERRA NOVA ROYALTY CORPORATION

FINANCIAL HIGHLIGHTS
As of June 30, 2011
(Unaudited)

(United States Dollars in Thousands, Except Per Share Amount and Ratios)

Cash and cash equivalents
Short-term securities

Trade receivables

Current assets

Total assets

Current liabilities

\Working capital

Current ratio

/Acid test ratio

Long term debt, less current portion
Long-term debt-to-shareholders’ equity
Total Liabilities

Shareholders’ equity

Equity per common share

$ 413,857

21,379

17,578

588,832

895,496

217,716

371,116

2.70

2.23

29,668

0.05

336,121

557,658

8.91
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SIGNATURES

Pursuant to the requirements of Becurities Exchange Act of 193the registrant has duly caused
this report to be signed on its behalf by the usideed, thereunto duly authorized.

TERRA NOVA ROYALTY
CORPORATION

By: /s/ Michael J. Smit

Michael J. Smith
Chairman

Date: August 15, 201



