
VG Gold Corp.
(an exploration stage enterprise)
FINANCIAL STATEMENTS  (PREPARED BY MANAGEMENT)
for the three month and six month periods ended
June 30, 2008

Responsibility for Financial Statements:

The accompanying financial statements for VG Gold Corp. have been prepared by management in
accordance with Canadian generally accepted accounting principles consistently applied. The most significant
of these policies have been set out in the December 31,  2007 audited financial statements. These statements
are presented on an accrual basis of accounting.  Accordingly, a precise determination of many assets and
liabilities is dependent upon future events. Therefore, estimates and approximations have been made using
careful judgment.

Recognizing that the Corporation is responsible for both the integrity and objectivity of the financial
statements, management is satisfied that these financial statements have been fairly stated.

Disclosure Required Under National Instrument 51-102  Continuous Disclosure Obligations - Part
4.3(3)(a)

The auditor of VG Gold Corp. has not performed a review of the unaudited comparative financial statements
for the three and six month periods ended June 30, 2008.
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VG GOLD CORP.
(an exploration stage enterprise)
BALANCE SHEETS
AS AT 

June 30, June 30, December 31,
2008 2007 2007

(Unaudited) (Unaudited) (Audited)

ASSETS

Current

Cash and cash equivalents $ 938,165 $ 4,676,940 $ 2,980,412
Accounts receivable 126,055 83,028 97,832
Prepaid expenses and deposits 36,503 42,856 92,900

1,100,723 4,802,824 3,171,144

Loan receivable 401,288 370,841 385,703

Royalty interests - 104,000 104,000

Mineral interests (note 3) 22,535,939 19,636,900 20,928,012
Capital assets 831,785 753,623 830,465

$ 24,869,735 $ 25,668,188 $ 25,419,324

LIABILITIES

Current
Accounts payable and accrued liabilities $ 241,896 $ 359,488 $ 301,778
Future income taxes 669,000 924,000 779,000

SHAREHOLDERS' EQUITY

Common shares (note 5) 44,516,815 47,038,742 44,512,213
Warrants 2,620,952 - 2,555,514
Contributed surplus (note 6) 889,046 891,781 889,046
Deficit (24,067,974) (23,545,823) (23,618,227)

23,958,839 24,384,700 24,338,546

$ 24,869,735 $ 25,668,188 $ 25,419,324

Approved on Behalf of the Board

'Thomas W. Meredith'  Director

'Robin Dunbar'  Director

See accompanying notes to the unaudited  financial statements
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VG GOLD CORP.
(an exploration stage enterprise)
STATEMENTS OF LOSS AND DEFICIT
FOR THE

Three Months Six Months Cumulative
June 30, June 30, from the date of

  2008 2007 2008 2007
commencement
of exploration

Interest $ (15,888) $ (50,385) $ (41,248) $ (88,443) $ (321,129)
Option payments - - - - (370,000)

(15,888) (50,385) (41,248) (88,443) (691,129)

Expenses

Amortization 1,347 41,303 2,573 82,366 288,101
Loss on disposal of marketable securities - - 1,000 - 11,170
Write-down of mining interests - - - - 1,234,492
Office, general and administrative 259,116 260,861 597,421 730,935 5,840,289
Stock-based compensation - - - 507,141 1,008,316
Impairment of loan receivable - - - - 63,347
Loss on disposal of royalty interest - - - - 45,000
Loss on settlement of note payable - - - - 27,167

260,463 302,164 600,994 1,320,442 8,517,882

Loss before undernoted items (244,575) (251,781) (559,746) (1,231,999) (7,826,753)

Future income tax (recovery) (110,000) (85,000) (110,000) (259,000) 454,000

Net loss 134,575 166,781 449,746 972,999 7,372,753

Deficit, beginning of period 23,933,399 23,379,042 23,618,228 22,572,824

Deficit, end of period $ 24,067,974 $ 23,545,823 $ 24,067,974 $ 23,545,823

Basic and fully diluted earnings
per share $ (0.01) $ (0.01) $ (0.01) $ (0.01)

Weighted average number of shares 86,306,180 86,201,014 86,616,014 82,334,451

See accompanying notes to the unaudited  financial statements
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VG GOLD CORP.
(an exploration stage enterprise)
STATEMENTS OF CASH FLOWS
FOR THE 

Three Months Six Months Cumulative
June 30, June 30, from the date of

2008 2007 2008 2007
commencement
of exploration

Cash flows from operating activities

Net loss for the period $ (134,575) $ (166,781) $ (449,746) $ (972,999) (7,372,753)
Loss on loan receivable - - 63,347
Amortization 1,347 41,303 2,573 82,366 288,101
Stock-based compensation - - - 507,141 1,008,316
Gain on disposal of marketable

securities
- - - - 11,170

Write-down of mining interest - - - - 1,234,492
Future income tax (recovery) (110,000) (85,000) (110,000) (259,000) 729,000
Credit relating to disposition of JML - - - - 45,000
Write-off of loan payable - - - - 27,167
Interest on note receivable - - - - (5,010)

(243,228) (210,478) (557,173) (642,492) (3,971,170)

Changes in non-cash working capital 26,518 108,568 (31,708) 223,271 (7,165,627)

Cash flows used in operating activities (216,710) (101,910) (588,881) (419,224) (11,136,797)

Cash flows from investing activities

Capital assets
(2,900) - (111,155) - (2,900)

Purchase of property, plant and equipment (127,740) (5,605) - (5,605) (1,020,910)
Increase in mineral resources properties (703,169) (1,106,944) (1,447,667) (1,803,298) (14,808,020)
Increase in loan receivable (7,870) 7,442 (15,584) (21,120) (472,124)
Royalty interests - - 51,000 - 30,638
Increase in marketable securities - - - - (38,170)

(841,679) (1,105,107) (1,523,406) (1,830,023) (16,311,486)

Cash flows from financing activities

Increase in capital stock 70,040 - 70,040 5,619,219 23,652,328
Issuance of share purchase warrants - - - - 2,537,149
Decrease in notes payable - - - (200,000) (306,977)
Issue of warrants - - - - 2,521,450
Issue of convertible debt - - - - (32,141)

70,040 - 70,040 5,419,219 28,371,809
Net increase in cash (988,349) (1,207,017) (2,042,247) 3,169,975 923,526

Cash, beginning of period 1,926,514 5,883,957 2,980,412 1,506,965 14,639

Cash, end of period $ 938,165 $ 4,676,940 $ 938,165 $ 4,676,940 $ 938,165

SUPPLEMENTAL CASH FLOW INFORMATION (note 9)

See accompanying notes to the unaudited  financial statements
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VG GOLD CORP.
(an exploration stage enterprise)
NOTES TO THE FINANCIAL STATEMENTS
(Unaudited)

1.  NATURE OF OPERATIONS

VG Gold Corp. (the "Company") was incorporated under the laws of Ontario on March 24, 1972 and is
principally engaged in the business of exploring and developing precious metal mineral properties.  Substantially
all of the efforts of the Company are devoted to these business activities, which to date have generated minimal
revenues.  The company is in the process of further exploring its mineral resource properties and expects to
generate additional losses and require additional financial resources to reach commercialisation.  The
continuation as a going concern is dependant on the continued support from the Company's investors and on
the determination of economically viable reserves contained on its mineral resource properties.  Failure to
continue as a going concern would then require that stated amounts of assets and liabilities be reflected on a
liquidation basis of valuation which could differ materially from the going concern basis of accounting.

2. CHANGES IN ACCOUNTING POLICIES

Financial Instruments

    Effective January 1, 2008, VG Gold Corp.  prospectively adopted the new CICA Handbook Sections 3862,
Financial Instruments – Disclosures and 3863, Financial Instruments – Presentation.   The purpose of these
sections is to enhance the financial statement users’ ability to evaluate:

• The significance of financial instruments over an entity’s financial position,  performance and cash flows;

• The nature and extent of risks arising from financial instruments to which the entity is exposed during the
period and at the balance sheet date; and

• How the entity manages these risks.

The new standards required additional disclosure with no effect on the financial statements.

Capital Management

Effective January 1, 2008, VG Gold Corp. adopted the new CICA Handbook Section 1535, Capital Disclosures
for disclosure of a company’s objectives, policies and processes for managing capital.

Effect of Future Changes in Accounting Policies

The CICA Accounting Standards Board has adopted the following new or amended Handbook Sections:

In February 2008, the CICA issued Section 3064, Goodwill and intangible assets, (“Section 3064”) replacing
Section 3062, Goodwill and other intangible assets (“Sections 3062”) and Section 3450, Research and
development costs.  Various changes have been made other standards to be consistent with the new Section
3064.  Section 3064 will be applicable to financial statements relating to fiscal years beginning on or after
October 1, 2008.  Accordingly, VG Gold Corp.  will adopt the new standards for its fiscal year beginning
January 1, 2009.  Section 3064 establishes standards for the recognition, measurement, presentation and
disclosure of goodwill and of intangible assets.  Standards concerning goodwill are unchanged from the
standards included in the previous Section 3062.  VG Gold Corp.  is currently evaluating the impact of the
adoption of this new Section on its consolidated financial statements; however, we do not expect that the
adoption of this new Section will have a material impact on the consolidated financial statements.
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VG GOLD CORP.
(an exploration stage enterprise)
NOTES TO THE FINANCIAL STATEMENTS
(Unaudited)

2. CHANGES IN ACCOUNTING POLICIES(CONTINUED)

In January 2006, the Accounting Standards Board adopted a strategic plan for the direction of accounting
standards in Canada.  Public companies in Canada are required to adopt International Financial Reporting
Standards effective January 1, 2011.

3. MINERAL RESOURCE PROPERTIES AND DEFERRED EXPLORATION COSTS

June 30, 2008 Balance
beginning 
of the
period

Acquisition Exploration Recoveries Write-downs
Balance end
of the three
month
period

Fuller Property $12,711,950 $ 750 $ 15,203 $ - $ - $12,727,903

Davidson-Tisdale
Property 5,638,586 16,950 32,120 - - 5,687,656
Paymaster - 110,040 - - - 110,040

Buffalo Ankerite 3,135,271 - 655,846 - - 3,791,117

Windsor 96,223 - - - - 96,223

Augdome Property 123,000 - - - - 123,000

$ 21,705,030 $ 127,740 $ 703,169 $ - $ - $ 22,535,939

4.    COMMITMENTS

(a) The Company has the following contractual obligations with respect to mineral properties and deferred
exploration expenditures
 Davidson - Tisdale Property

The Company has the option to earn a 75% interest on the Davidson Tisdale Property, and as of quarter
end it has earned a 71% interest.

 Paymaster
The Company entered into an agreement effective June 13, 2008 with Gold Corp. to earn a 60% interest in
the Paymaster Property.  The obligations are as follows:

Exploration
Expenditures

Cash on
Anniversary

Shares
to be issued

First year $ 800,000 $ 50,000 $ 100,000
Second year 1,100,000 100,000
Third year 1,600,000 150,000
Fourth year 2,500,000 200,000

$ 6,000,000 $ 550,000

5.



VG GOLD CORP.
(an exploration stage enterprise)
NOTES TO THE FINANCIAL STATEMENTS
(Unaudited)

5.  CAPITAL STOCK

Authorized
Unlimited  common shares without par value

Common Shares                                                                      Number of Shares                  Amount

Balance December 31, 2005 61,419,732 $ 37,962,394

Issued on flow through shares on private placement January 9,
2006 

275,750 110,300

Issued on private placement May 12, 2006 4,912,334 2,418,436
Issued on flow through shares on private placement May 12,
2006

1,100,000 660,080

Issued on exercise of options 1,080,000 370,350
Issued on warrant exercise 577,500 115,500
Issued as consideration for mill equipment acquisition 800,000 608,000
Finders fee, January 9, 2006 private placement 6,948 2,780
Issued for property acquisitions 50,000 12,500
Less: Issuance cost related to common share offerings - (201,716)

Balance December 31, 2006 70,222,264 $ 42,058,624

Issued on private placement February 14, 2007 (i) 5,050,000 414,564
Issued on flow through shares on private placement February
14, 2007

8,700,000 2,529,922

Issued on exercise of options 100,000 30,000
Issued on warrant exercise 2,153,750 430,750
Issued for property acquisition 50,000 17,500
Reallocation from Contributed Surplus relating to the options
exercised

- 17,670

Less: Provision for future income taxes resulting from the
renunciation of CEDE

- (1,183,000)

Less: Issuance cost related to common share offerings - (332,781)
Fair value of expired warrants - 528,964

Balance December 31, 2007 86,276,014 $ 44,512,213

Issued for property acquisition 340,000 70,040

Reallocated to warrants - (65,438)

Balance June 30, 2008 86,616,014 $ 44,516,815
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VG GOLD CORP.
(an exploration stage enterprise)
NOTES TO THE FINANCIAL STATEMENTS
(Unaudited)

 5.  CAPITAL STOCK (CONTINUED)

Common Share Purchase Warrants

A summary of warrants outstanding for the quarter is presented below:

Number of
Warrants

 Exercise
price

Expiry

Common share purchase warrants
issued on private placement dated February 14, 2007 10,362,500 $ 0.60 August 13, 2008
Common share purchase warrants
issued on private placement dated February 14, 2007 962,500 $ 0.40 August 13, 2008
Common share purchase warrants
issued for property acquisition 1,000,000 $ 0.31 June 13, 2009

12,325,000

The fair value of the 1,000,000 warrants of $65,438 granted during the Quarter ended June 30, 2008 was
estimated using the Black-Scholes, warrant pricing model with the following assumptions: (i) risk free rate at
3.39%, (ii) expected life of 2 years, (iii) expected volatility of 70%.

      Common Share Purchase Options

The following table summarizes the options activity for the periods ending December 31, 2006, December 31,
2007 and June 30, 2008.

Number of
Options

Weighted 
Average 
Exercise

Price

Balance - January 1, 2007 2,920,000 0.31
Granted 1,600,000 0.60
Exercised (100,000) 0.30

Balance - December 31, 2007 4,420,000 $ 0.44
Granted 550,000 0.40

Balance - June 30, 2008 4,970,000 $ 0.43
  

6. CONTRIBUTED SURPLUS

     Balance, January 1, 2006 $ 284,510
Stock-based compensation for the period 216,665
Value of options exercised transferred to share capital (101,600)
Balance, January 1, 2007. $ 399,575

Stock-based compensation for the options granted January 18, 2007 507,141
Value of options exercised transferred to share capital (17,670)
Balance, December 31, 2007 and June 30, 2008. $ 889,046
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VG GOLD CORP.
(an exploration stage enterprise)
NOTES TO THE FINANCIAL STATEMENTS
(Unaudited)

7.  CAPITAL MANAGEMENT

VG Gold Corp.’s objectives when managing capital are:

a)   To safeguard  VG Gold Corp.’s financial capacity and liquidity for future earning in order to continue to
provide and appropriate return to shareholders and other stakeholders;

b) To maintain a flexible capital structure which optimizes the cost of capital at an acceptable risk; and

c) To enable VG Gold Corp. to maximize growth by meeting its capital expenditure budget, to expand its
budget to accelerate projects, and to take advantage of acquisition opportunities.

VG Gold Corp. regularly monitors and reviews the amount of capital in proportion to risk and future
development and exploration opportunities.  VG Gold Corp. manages the capital structure and makes
adjustments to it in the light of changes in economic conditions and the risk characteristics of the underlying
assets.  In order to maintain or adjust the capital structure, VG Gold Corp. may issue new debts or equity or
similar instruments, reduce debt levels, adjust the amount of dividends paid to shareholders, or make
adjustments to its capital expenditure program.

VG Gold Corp.’s objectives with regard to capital managements remain unchanged from 2007. 

8. FINANCIAL INSTRUMENTS

VG Gold Corp. manages its exposure to a number of different financial risks arising from its operations as well
as its use of financial instruments including market risks (commodity prices,  foreign currency exchange rate
and interest rate), credit risk and liquidity risk though its risk management strategy.  The objective of the
strategy is to support the delivery of VG Gold Corp. financial targets while protecting its future financial
security and flexibility.

Financial risks are primarily managed and monitored through operating and financing activities and, if required,
through the use of derivative financial instruments. VG Gold Corp. does not use derivative financial
instruments for purposes other than risk management.  The financial risks are evaluated regularly with due
consideration to changes in the key economic indicators and to up-to-date market information.

VG Gold Corp.’s risk exposure and risk management policies and procedures have not changed from 2007.

Market risk

Market risk is the risk or uncertainty arising from possible market price movements and their impact on the
future performance of the business.  VG Gold Corp. may use derivative, financial instruments such as foreign
exchange contracts and interest rate swaps to manage certain exposures.  These market risks are evaluated by
monitoring changes in key economic indicators and market information on an on-going basis.

The maximum exposure to credit risk is equal to the carrying amount of financial instruments classified as loans
and receivables.

Liquidity risk

Liquidity risk encompasses the risk that a company cannot meet its financial obligations in full.  VG Gold
Corp.'s main sources of liquidity are its cash and cash equivalents,  these fund are primarily used to finance
working capital, operating expanses, capital expenditures, dividends and acquisitions.

VG Gold Corp. manages its liquidity risk by regularly monitoring its cash flows from operating activities,
holding adequate amounts of cash and cash equivalents.  The current year's budget is planned to be funded and
cash and cash equivalents provide additional flexibility for short-term timing fluctuations.

8.



VG GOLD CORP.
(an exploration stage enterprise)
NOTES TO THE FINANCIAL STATEMENTS
(Unaudited)

9. FINANCIAL INSTRUMENTS (CONTINUED)

Accounts payable and accrued liabilities are current financial instruments expected to be settled in the normal
course of operations. 

Fair value

The estimated fair values of purchased derivative financial instruments are recognized in the consolidated
balance sheet in accounts receivable and accounts payable with resulting gains and losses being recognized in
foreign exchange gain/(loss) in the statement of operations.  These contracts have not been designated as
hedges for accounting purposes.

The carrying value and fair value of these financial instruments at June 30, 2008 is disclosed below by financial
instrument category as well as any related interest expense for the three month and six month periods ended
June 30, 2008:

Period ended
June 30, 2008

Year ended
December 31, 2007

Financial Instrument
Carrying

Value
Fair

Value
Interest
Expense

Carrying
Value

Fair
Value

Interest
Expense

Held for trading
   Cash and cash equivalent 938,165 938,165 - 2,950,412 2,950,412 -
Loan and receivable
   Accounts receivable 126,055 126,055 - 97,832 97,832 -
   Loan receivable 401,287 401,287 - - - -
Financial liabilities
Other liabilities
   Accounts payable 
   and  accrued liabilities 241,896 541,896 - 301,778 301,778 -

There has been no changes to the classification on financial instruments since inception on January 1, 2008.

! Cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities

Due to the short term nature of these financial instruments, fair value approximates carrying value.

9.   SUPPLEMENTAL CASH FLOW INFORMATION
June 30, June 30,

Changes in non-cash working capital balances                                                   2008                2007           

    Accounts receivable $ (37,486) $ (2,350)
    Prepaid expenses and deposits (5,308) 92,101
    Accounts payable and accrued liabilities 69,312 18,817

$ 26,518 $ 108,568

    Interest (received) paid $ 15,888 $ (50,185)

    Income tax paid $ - $ -
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VG GOLD CORP.
(an exploration stage enterprise)
NOTES TO THE FINANCIAL STATEMENTS
(Unaudited)

10.  RELATED PARTY TRANSACTIONS

Included in the accounts for the quarter are payments made to companies under the control or significant
influence of officers and directors as follows:

June 30, December 31,
2008 2007

Management fees paid to directors and officers of the Company $ 48,000 $ 302,000

The Company paid legal fees to a firm in which an officer of the
Company is also a partner of the law firm.

$ 44,300 $ 98,560

Director's fees paid $ 13,500 $ 31,500

Included in the year end accounts payable balances are payables in the amount of $51,500  due to directors and
other officers.

All related party transactions entered into by the Company are recorded at fair market value as  determined by
the Issuer's directors, with no beneficial interest in respect of a particular transaction.

11. LOSS PER SHARE

Basic loss per share has been calculated by dividing the net loss per the financial statements by the weighted
average number of shares outstanding during the period.  The fully diluted loss per share would be calculated
using a common share balance increased by the number of common shares that could be issued under
outstanding warrant and options of the Company.  As the company is in a loss position for the period ended
June 30, 2008 and December 31, 2007, no dilutive effect would result from the potential increase in common
shares.

12. COMPARATIVE FIGURES

 Certain comparative figures have been reclassified to conform with the current year's presentation.
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