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f) Comprehensive Income (Loss)

g) Capital Assets and Amortization

h) Impairment of Long-Lived Assets

i) Stock-Based Compensation

j) Use of Estimates

k) Loss Per Common Share

Comprehensive income (loss) is the change in the Company's net assets that results from transactions, events, and circumstances from other than

the Company's shareholders'. This standard requires certain gains and losses that would otherwise be recorded as part of net earnings to be

presented in other “comprehensive income (loss)” until it is considered appropriate to recognize into net earnings (loss). This standard requires the

presentation of comprehensive income (loss), and its components in a separate financial statement that is displayed with the same prominence as

the other financial statements.

Accordingly, the Company now reports a consolidated statement of comprehensive income and includes the account “accumulated other

comprehensive income” in the shareholders' equity section of the consolidated balance sheet.

Capital assets are recorded at cost and are amortized over their useful lives by the declining balance method at the following annual rates:

The Company applies the Canadian Institute of Chartered Accountants Handbook Section 3063, “Impairment of Long-Lived Assets”, which

addresses the recognition, measurement and disclosure of the impairment of long-lived assets. Section 3063 requires that an impairment loss be

recognized if the carrying amount of a long-lived asset is not recoverable. The carrying amount of a long-lived asset is not recoverable if the carrying

amount exceeds the sum of the undiscounted cash flows expected to result from its use and eventual disposition. The impairment loss to be

recognized is measured as the amount by which the carrying amount of the long-lived asset exceeds its fair value. The Company has determined

there is no impact on its results of operations and financial position.

The Company follows the recommendations of CICA Handbook Section 3870 “Stock Based Compensation and Other Stock Based Payments” to

record stock based transactions with officers, directors, and outside consultants. Accordingly, the fair value of stock options is charged to operations

or geothermal property costs as appropriate, with an offsetting credit to contributed surplus. The fair value of stock options which vest immediately

is recorded at the date of grant and the fair value of options which vest in the future is recognized on a straight-line basis over the vesting period. Any

consideration received on exercise of stock options together with the related portion of contributed surplus is credited to share capital.

The preparation of financial statements in accordance with Canadian generally accepted accounting principles requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements, and the reported

amounts of revenues and expenses during the reporting period. Actual results could differ from management's best estimates as additional

information becomes available in the future.

The Company calculates loss per share using the treasury stock method. Under the treasury stock method, only instruments with exercise amounts

less than market prices impact the diluted calculations. In computing diluted loss per share, no shares were added to the weighted average number

of common shares outstanding as the effect of potentially issuable common shares is anti-dilutive.

Computer equipment 30%
Field equipment 30%
Office furniture and equipment 20%
Computer software 100%

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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l) Asset Retirement Obligations

m) Income Taxes

n) Foreign Currency Translation

o) Financial Instruments

4. MARKETABLE SECURITIES

Future costs to retire an asset, including remediation and ongoing treatment and monitoring of the site, have been recognized and recorded as a

liability at fair value. The liability is accreted over time through periodic charges to operations. In subsequent periods, the liability is adjusted for any

changes in the amount or timing of the underlying cash flows. The asset retirement cost is capitalized as part of the asset's carrying value and

amortized over the asset's useful life. Future asset retirement obligations are not recorded where timing or amount of the remediation costs cannot

be reasonably estimated.

Income taxes are calculated using the liability method of accounting. Temporary differences arising from the difference between the tax basis of an

asset or liability and its carrying amount on the balance sheet are used to calculate future income tax liabilities or assets. Future tax assets are

recognized to the extent that they are considered more likely than not to be realized. Future income tax liabilities or assets are calculated using the

tax rates anticipated to apply in the periods that the temporary differences are expected to reverse.

The financial statements of the 100% owned U.S. subsidiaries have been translated using the temporal method whereby the assets and liabilities are

translated at the year end exchange rate, capital accounts at the historical exchange rate, and revenues and expenses at the average exchange rate

for the period. Foreign exchange gains and losses resulting from these transactions are reflected in the consolidated statement of loss and deficit.

The Company's financial instruments consist of cash and cash equivalents, amounts receivable, marketable securities, and accounts payable and

accrued liabilities. It is management's opinion that the Company is not exposed to significant interest, or credit risk arising from these financial

instruments. The fair value of the financial instruments approximates their carrying value.

2007 2006

NUMBER OF NUMBER OF
SHARES AMOUNT SHARES AMOUNT

Sierra Geothermal Power Corp :
Cost – common shares ,

net of foreign exchange 300,000 $ 75,358 200,000 $ 39,610
Unrealized gain recognized - 50,642 - -

300,000 126,000 200,000 39,610

Running Fox Resources:
Cost – common shares ,

net of foreign exchange - - 265,000 93,695
Unrealized gain recognized - - - -

- - 265,000 93,695

$ 126,000 $ 133,305

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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5. CAPITAL ASSETS

6. INTERESTS IN GEOTHERMAL PROPERTIES

The acquisition and deferred exploration and development expenditures of the Company's geothermal property interests, all located in the U.S., are as

follows:

a) Blue Mountain Geothermal Project, Nevada,

The Company holds a 100% leasehold interest on certain lands located in Humboldt County, Nevada. The leasehold interest, covering 4,445.195

hectares (10,984.30 acres) on 17 geothermal sections. The interest entitles the Company to explore, develop and produce any geothermal resources

located on the properties. The Company also has the option to purchase the freehold interest, consisting of five square miles (13km ) out of a total of

the 15mi (39km ) of the leasehold interest. The property interests are subject to production royalties ranging from 1.5% to 3.5% on sales of

electrical power, and 5% to 10% from sale proceeds of direct energy.

The Company signed a 20-year power purchase agreement with Nevada Power Company (“NPC”), a subsidiary of Sierra Pacific Resources, for up to

approximately 35 megawatts of geothermal power to be produced from a new geothermal power plant to be built at the Company's Blue Mountain

geothermal site, in northern Nevada. The power will be used by the utility to serve its customers in Nevada.

Under the terms of the agreement, the Company has provided to NPC a $683,248 (US $645,000) security deposit in the form of a letter of credit. NPC

has the right to draw upon these funds in the following circumstances: i) if the Company fails to make any required payments under the contract; ii) if

the letter of credit is not renewed by the required date; or iii) if certain conditions regarding the credit rating of the issuing financial institution are not

met. This security deposit has been disclosed as restricted cash in these financial statements.

The Company has placed on deposit with a Canadian Chartered Bank a deposit of US$645,000 as security for this letter of credit. The deposit

currently earns interest at the rate of 4.2% per annum which accrues to the Company.

2

2 2

2007 2006

Computer equipment $ 41,649 $ 29,543
Field equipment 14,446 -
Office furniture and equipment 31,314 22,258
Computer software 18,883 10,745

106,292 62,546
Accumulated amortization 52,349 31,800

$ 53,943 $ 30,746

2007 2006

Blue Mountain Geothermal Project - Nevada $ 24,662,966 $ 8,974,935
Pumpernickel Valley Geothermal Project - Nevada - -
Black Warrior Peak Project - Nevada 101,247 85,222
Crump Geyser - Oregon 416,362 363,521
Other potential projects 3,959

$ 25,180,575 $ 9,427,637

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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The following costs have been incurred on the project:

b) Pumpernickel Valley Geothermal Project, Nevada

The Company has a geothermal lease agreement with Newmont USA Ltd., covering 13 km (5mi ) of land located approximately 16 km (10 miles) from

Newmont's Lone Tree Mine. On April 26, 2006, the Company entered into an agreement with ORMAT Nevada, Inc. (“ORMAT”) whereby ORMAT would

transfer BLM Lease #074855 (378 hectares (934 acres)) to the Company for a one time fee of US$15,000 and a commitment to use ORMAT

equipment, to be acquired at market rates, for the Pumpernickel project. The lease is encumbered by an overriding loyalty interest with Ehni

Enterprises Inc. The Company was also granted two outstanding BLM leases, adding another four sections of federal land, bringing the total

leasehold to 2809.498 hectares (6,942.41 acres).

The Newmont lease grants the Company the exclusive right to drill for, produce, extract, take and remove all products of geothermal processes

including steam and other gases, hot water, hot brines, bi-products and heat energy (collectively referred to as “substances”) along with surface and

water rights, subject to Nevada law. The Company will pay rentals of $2/acre for the first two years and $3/acre thereafter, with all rental payments

creditable to royalties due upon production. The Company will pay royalties from any geothermal production of:

• 3½% of gross proceeds from electrical power sales (less taxes and transmission costs)

• 5% of the gross proceeds of a sale of any substances in an arm's length transaction

• 2% of the gross proceeds from the sale of or manufacture there from of bi-products

• 10% of net profits from the use of substances at a commercial facility other than an electric power generating facility

• Substances or electrical power used by the Company for operations at an on-site electrical generating plant or other commercial facilities are not

subject to royalties.

2 2

2007 2006

Acquisition
Property leases, permits and regulatory $ 77,154 $ 34,349

Deferred Exploration and Development
Expenditures

Geological and geophysical 1,204,632 422,161
Non-geological consulting 219,237 139,060
Drilling 10,860,868 3,842,566
Plant feasibiity study 101,966 34,929
Road maintenance 520,800 161,942
Camp and field supplies 2,141,491 73,929
Reports and maps 14,420 4,813
Testing 2,204 -
Water analysis 91,644 26,202
Water rights 29,238 7,500
Provision for remediation 424,377 -

Costs incurred during the year 15,688,031 4,747,451
Balance, beginning of year 8,974,935 4,227,484

Balance, end of year $ 24,662,966 $ 8,974,935

( E x p r e s s e d i n C a n a d i a n D o l l a r s )



In October 2004, the Company announced that Sierra Geothermal Corp (formerly Inovision Solutions Inc.) (“SGC”) will finance up to $5-million in

exploration and development expenditures on the Pumpernickel Geothermal Project under an option agreement to earn a 50% joint-venture interest.

In order to earn its interest, SGC must complete $5-million in project expenditures, make $120,000 in cash payments and issue 600,000 shares to

the Company over a five-year period. Option proceeds received during the year in excess of the exploration costs incurred to date have been recorded

in the statements of loss and deficit.

In addition, the Company was awarded a US Department of Energy (“DOE”) cost sharing contract signed on October 13, 2004 whereby the DOE

funded 80% of an initial field evaluation program at the Pumpernickel Valley Project. The Company/DOE joint program included an advanced

technology, three-dimensional "E-SCAN" resistivity survey to map the deep geothermal resource waters and four temperature gradient drill holes

from 300 to 488 metres to test the E-SCAN interpretation. The DOE cost share was US$592,272 of the total budget of US$740,340. SGC covered the

Company's cost share obligation of US$148,068 out of the first year work commitment. The Company will manage the DOE sponsored work.

The following costs have been incurred on the project:

c) Black Warrior Peak Project, Nevada

The project is located in Washoe and Churchill Counties, Nevada. The Company has a total of 26 km (10 mi ) of both private land and federal lands

including water and surface rights. The private leases are subject to a 3.5% royalty on gross revenue from electricity sales, although the Company

can purchase the royalty for US$1 million.

2 2
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2007 2006

Acquisition
Property leases, permits and regulatory $ 10,710 $ 13,322

Deferred Exploration Expenditures
Camp and field supplies 5,331 59,255
Drilling - 274,137
Geological and geophysical 268,342 290,841
Non-geological consulting 3,893 3,600
Reports and maps 5,109 27,490
Road construction and maintenance - 5,402
Water analysis - 2,621
U.S. Department of Energy grant - (377,682)

Sierra Geothermal funding and
option payments (293,385) (314,145)

Costs incurred during the year - (15,159)

Balance, beginning of year - 15,159

Balance, end of year $ - $ -
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( E x p r e s s e d i n C a n a d i a n D o l l a r s )



The following costs have been incurred on the project:

d) Crump Geyser, Oregon

On August 1, 2005, the Company leased 28 km (11 mi ) of geothermal land located in southeastern Oregon. The leases are on private land and are

subject to a 3.5% royalty of the gross revenues from the availability, sale or use of electricity.

The following costs have been incurred on the project:

e) Other Potential Projects

2 2
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2007 2006

Acquisition
Property leases, permits and regulatory $ 15,168 $ 12,582

Deferred Exploration Expenditures
Camp and field supplies - 2,890
Geological and geophysical 857 9,741

Costs incurred during the year 16,025 25,213

Balance, beginning of year 85,222 60,009

Balance, end of year $ 101,247 $ 85,222

PAGE 25

2007 2006
Acquisition

Property leases, permits and regulatory $ 17,307 $ 16,779

Deferred Exploration Expenditures
Camp and field supplies 6,220 21,507
Geological and geophysical 28,498 291,296
Reports and maps - 716

Water analysis 816 12,117
Costs transferred from potential properties - 21,106

Costs incurred during the year 52,841 363,521

Balance, beginning of year 363,521 -

Balance, end of year $ 416,362 $ 363,521

2007 2006

During the year ended June 30, 2007, the Company
wrote off the costs associated with a few potential
properties that it had previously capitalized. $ - $ 3,959

( E x p r e s s e d i n C a n a d i a n D o l l a r s )



7. ASSET RETIREMENT OBLIGATION

8. SHARE CAPITAL

The undiscounted amount of expected cash flows required to settle the asset retirement obligation is estimated at $1,331,950 (2006 - $Nil). The

liability for the expected cash flows, as reflected in the consolidated financial statements, has been discounted at 5.21% (2006 Nil%) and the inflation

rate used is 3.08% (2006 Nil%).

The majority of costs attributed to these commitments and contingencies are expected to be incurred between 2008 and 2030 and are to be funded

mainly from the Company's cash provided by operating activities. The Company's provision for future site reclamation and closure costs is based on

known Federal and local laws and regulations concerning environmental requirements.

a) Authorized: Unlimited voting common shares - no par value

25,000,000 first preferred shares - no par value (none issued)

25,000,000 second preferred shares - no par value (none issued)

During the year ended June 30, 2007, the Company's shareholders approved an increase in authorized common shares from 100,000,000 to an

unlimited number.

Common Shares Issued and Outstanding

N E V A D A G E O T H E R M A L P O W E R I N C .
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2007 2006

Balance, beginning of year $ - $ -

Additional liabilities incurred 424,377 -
Accretion expense - -

Balance, end of year $ 424,377 $ -

SHARES AMOUNT

Balance, June 30, 2005 29,403,074 $ 11,267,579

For cash
Stock options exercised 743,000 264,540
Private placements, net of financing costs 19,666,667 15,137,241
Share purchase warrants exercised 3,389,430 1,755,015

Stock options exercised - stock option valuation - 167,281

Balance, June 30, 2006 53,202,171 28,591,656

For cash
Stock options exercised 545,000 295,200
Private placements, net of financing costs 23,077,000 12,842,679

Stock options exercised - stock option valuation 133,007

Balance, June 30, 2007 76,824,171 $ 41,862,542

( E x p r e s s e d i n C a n a d i a n D o l l a r s )



During the year ended June 30, 2006, the Company completed a private placement and issued 19,666,667 units at a price of $0.90 per unit for

proceeds of $17,700,000 before issuance costs of $2,562,759, including non-cash consideration of $1,256,055. Each unit consisted of one

common share and one share purchase warrant. One whole warrant entitles the holder to purchase one common share at a price of $1.40 per share

for a two-year period.

As a finance fee, the Company granted the agents up to 1,573,333 units at a price of $0.90 per unit expiring April 28, 2008. Each unit consists of one

common share and one share purchase warrant, exercisable at $1.40 for a period of two years. The value of the agent's units, aggregating

$1,256,055 was calculated using the Black-Scholes option pricing model, with an interest rate of 4.16%, a dividend rate of 0%, a volatility of 70%

and a two year term for both the common share portion and the warrant portion.

During the year ended June 30, 2007, the Company completed a private placement and issued 23,077,000 units at a price of $0.65 per unit for gross

proceeds of $15,000,050 before issuance costs of $2,157,371, including non-cash consideration of $1,036,530. Each unit consisted of one

common share and one share purchase warrant. One whole warrant entitles the holder to purchase one common share at a price of $1.10 per share

for a two-year period.

As a finance fee, the Company granted the agents up to 1,846,160 units at a price of $0.65 per unit expiring March 1, 2009. Each unit consists of one

common share and one share purchase warrant, exercisable for a period of two years. The value of the agent's units, aggregating $1,036,530 was

calculated using the Black-Scholes option pricing model, with an interest rate of 4.13%, a dividend rate of 0%, a volatility of 60% and a two year

term for both the common share portion and the warrant portion.

b) Stock Options

During the year ended June 30, 2007, 545,000 stock options were exercised at prices from $0.28 to $0.65 per share option for proceeds of $295,200.

As at June 30, 2007, the following stock options were outstanding:

2 0 0 7 A N N U A L F I N A N C I A L R E P O R T
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NUMBER WEIGHTED
OUTSTANDING REMAINING AVERAGE

EXERCISE AT NUMBER CONTRACTUAL EXERCISE
PRICE JUNE 30, 2007 EXERCISABLE LIFE PRICE

$0.28 478,000 478,000 1.14 $0.28
$0.35 180,000 180,000 1.67 $0.35
$0.54 232,000 232,000 2.27 $0.54

$0.67 50,000 37,500 4.22 $0.67
$0.90 1,723,000 1,723,000 3.57 $0.90
$0.65 3,877,000 3,762,000 4.80 $0.65

6,540,000 6,412,500 4.01 $0.68

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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c) Stock Options (Continued)

A summary of the changes in stock options for the years ended June 30, 2007 and 2006 is presented below:

The Company has a stock option plan that provides for the issuance of options to its directors, officers, employees and consultants. The maximum

number of outstanding options must be no more than 10% of the issued and outstanding shares at any point in time. During the year ended June 30,

2007, the Company recorded $1,279,145 (2006 - $692,059) in stock based compensation for options granted during the year.

The fair value of each option granted is estimated on the date of grant using the Black-Scholes option pricing model with the following weighted

average assumptions:

d) Agents Units

As at June 30, 2007, the following agents units were outstanding:

WEIGHTED
NUMBER AVERAGE

OF EXERCISE
SHARES PRICE

Balance, June 30, 2005 2,278,000 $ 0.41

Granted 2,048,000 0.90
Exercised (743,000) 0.36

Cancelled/Expired (100,000) 0.50

Balance, June 30, 2006 3,483,000 0.71

Granted 3,927,000 0.65
Exercised (545,000) 0.54
Cancelled/Expired (325,000) 0.90

Balance, June 30, 2007 6,540,000 $ 0.68

2007 2006

Risk free interest rate 3.98 - 4.17% 3.80 - 4.43%
Expected life 1 - 2 yrs 1 - 2 yrs
Expected volatility 54 - 67% 70 - 75%
Expected dividend yield 0% 0%
Weighted average of value of options granted $0.32 $0.37

NUMBER
OUTSTANDING REMAINING

EXERCISE AT JUNE 30 CONTRACTUAL EXPIRY
PRICE 2007 LIFE (YEARS) DATES

$0.90 1,573,333 0.83 April 28, 2008

$0.65 1,846,160 1.67 March 1, 2009

3,419,493 1.28

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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A summary of the changes in agents units for the years ended June 30, 2007 and 2006 is presented below:

e) Share Purchase Warrants

As at June 30, 2007, the following share purchase warrants were outstanding:

A summary of the changes in share purchase warrants for the years ended June 30, 2007 and 2006 is presented below:

f) Escrow Shares

As at June 30, 2007, there are no shares held in escrow.

WEIGHTED
NUMBER AVERAGE

OF EXERCISE
UNITS PRICE

Balance, June 30, 2005 - $ -

Granted 1,573,333 0.90

Balance, June 30, 2006 1,573,333 0.90

Granted 1,846,160 0.65

Balance, June 30, 2007 3,419,493 $ 0.77

NUMBER
OF EXERCISE EXPIRY

SHARES PRICE DATE

13,000,000 1.40 April 21, 2008
6,666,667 1.40 April 28, 2008
3,850,000 1.10 February 12, 2009

19,227,000 1.10 February 28, 2009

42,743,667

WEIGHTED
NUMBER AVERAGE

OF EXERCISE
SHARES PRICE

Balance, June 30, 2005 8,188,430 $ 0.77

Issued 19,666,667 1.40
Exercised (3,389,430) (0.52)

Balance, June 30, 2006 24,465,667 1.31

Issued 23,357,000 1.10
Expired (5,079,000) (0.80)

Balance, June 30, 2007 42,743,667 $ 1.24

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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9. CONTRIBUTED SURPLUS

10. RELATED PARTY TRANSACTIONS

11. INCOME TAXES

During the years ended June 30, 2007 and 2006, the following were paid or accrued to directors, officers, former officers and to companies controlled

by directors of the Company:

As at June 30, 2007, a total of $153,533 was owing to directors, officers and companies controlled by directors of the Company. This amount is

included in accounts payable and accrued liabilities, is interest free, unsecured and is repayable on demand.

The recovery of Canadian income taxes shown in the statements of loss and deficit differs from the amounts obtained by applying statutory rates due to

the following:

Balance, end of year $ 4,557,978 $ 2,375,310

Stock options exercised (133,007) (167,281)
Agents' units granted 1,036,530 1,256,055
Compensation options granted 1,279,145 692,059

Balance, beginning of year $ 2,375,310 $ 594,477

2007 2006

2007 2006

Consulting $ 283,528 $ 93,424
Director fees $ 54,772 $ 24,600
Geological consulting $ 693,374 $ 617,745

Rent $ 2,888 $ -

2007 2006

Statutory tax rate 34% 34%

Expected income tax recovery (981,000) (546,000)
Net adjustment for amortization, deductible and non -

deductible differences 109,000 112,000
Geothermal property costs (4,633,000) (1,627,000)
Unrecognized benefit for non -capital losses 5,505,000 2,061,000

Future income tax recovery $ - $ -

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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The significant components of the Company's Canadian future income tax assets (liability) are as follows:

The Company has non-capital losses carried forward of approximately CDN$6,560,000 (2006 CDN$4,325,000) and US$18,630,000 (2006

US$5,670,000), that may be available for tax purposes.

Losses for Canadian tax purposes expire as follows:

The recovery of U.S. income taxes shown in the statements of loss and deficit differs from the amounts obtained by applying statutory rates due to the

following:

Losses for US tax purposes expire as follows:

The following are commitments at June 30, 2007 that are not otherwise disclosed elsewhere:

a) On April 16, 2007 the Company entered into an agreement for the provision of management and technical services. Compensation under the

agreement is US$15,000 per month for an initial term of three years. The agreement may be renewed for further annual terms upon the mutual

agreement of the parties.

12. COMMITMENTS

Net future income tax liability $ - $ -

Geothermal properties (8,014,000) (2,482,000)
8,014,000 2,482,000Net future income tax assets

Valuation allowance (2,093,000) (1,575,000)
10,107,000 4,057,000

Share issuance costs 1,159,000 422,000
Operating losses $ 8,948,000 $ 3,635,000

2007 2006

2007 $ 238,000
2008 184,000
2009 293,000
2010 456,000
2014 454,000
2015 1,070,000
2026 1,415,000
2027 2,450,000

$ 6,560,000

2023 US$ 40,000
2024 325,000
2025 1,153,000
2026 4,152,000
2027 12,960,000

US$ 18,630,000

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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b) The Company has entered into operating leases for premises and geothermal resources. The minimum annual commitments in each of the next five

years and thereafter (including work commitments) are as follows:

c) On December 16, 2005, the Company entered into an agreement for the provision of investor relations services. Compensation under the agreement

is $5,000 per month for an initial term of twelve months. The Company issued 50,000 options exercisable at $0.90 on signing and at three-month

intervals thereafter with a maximum to be issued of 200,000 options. As of June 30, 2007, 200,000 options have been issued, and the investor

relations services continue to be provided on a month-to-month basis.

d) On January 12, 2006, the Company entered into a contract for the provision of management and technical services from a company controlled by a

director and an officer. Compensation under the agreement is $9,000 per month for an initial term of twelve months. The contract commenced

December 1, 2005 and is to be renewed annually until rescinded. The contract was terminated on October 1, 2007.

e) On January 12, 2006, the Company entered into a contract for the provision of technical and geological services from a company controlled by a

director and an officer. Compensation under the agreement varies according to the services provided. The contract commenced January 1, 2006 and

is to be renewed annually until rescinded. The contract was terminated on October 1, 2007

The Company operates in a single reportable operating segment, being the exploration and development of geothermal properties. Geographically, all

long-term assets of the Company are located in the U.S. Corporate administrative activities are conducted in Canada.

In December 2006, the Company and its former drilling contractor agreed to the binding arbitration process under the laws of the State of Nevada in

order to resolve certain disputes regarding drilling services rendered. The maximum amount under dispute approximates $900,000 USD. The

Company is confident that the amounts owing are substantially less and accordingly has accrued a smaller amount; however the outcome of the

arbitration process is not presently determinable.

Subsequent to June 30, 2007:

a) On July 26, 2007, the Company announced it had signed a commitment letter and term sheet for a construction loan and permanent financing with

Morgan Stanley whereby Morgan Stanley will extend a loan facility of up to $100 million (US) for the construction of the 35-megawatt Blue Mountain I

project in Nevada. The closing of the construction loan is subject to certain conditions precedent and is expected to occur on or before December 31,

2007. The proceeds of the loan will be used to finance construction of the Faulkner I geothermal power plant, geothermal well field, related

infrastructure and development costs.

13.SEGMENTED DISCLOSURE

14.CONTINGENT LIABILITIES

15.SUBSEQUENT EVENTS

2008 350,487$
2009 508,216$
2010 569,862$
2011 587,050$
2012 554,410$
2013 and thereafter 1,338,621$

3,908,646$

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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Subject to customary conditions precedent, at substantial completion of the project, Morgan Stanley will make an equity investment of approximately

$100-million (U.S.) into a project-level, single-purpose entity holding the Blue Mountain Faulkner I assets. Proceeds from this investment will repay

the construction loan. The transaction will employ a "flip structure," which will allocate substantially all distributable cash flow to the Company until

its invested capital is returned. Once Morgan Stanley reaches a target after-tax yield on its investment in the project, the Company will receive

substantially all of both distributable cash and taxable income. The Company also has the option to buy out the investor's remaining interest in the

project at the then-current fair market value. The Company will be operating the power plant and geothermal field, and receive compensation for

such services.

Upon satisfaction of the conditions precedent to the loan, the Company shall pay a success fee to Markus K. Christen (a director of the Company) and

to Dundee Securities Corp. The Company retained Mr. Christen as its financial adviser in connection with arranging financing for development of the

Blue Mountain Faulkner 1 power plant.

b) On August 1, 2007, the Company announced Glitnir Bank will extend a bridge loan facility of up to $20-million (U.S.) for the development of the 35-

megawatt Blue Mountain, Faulkner I project in Nevada. The closing of the loan is subject to receipt of a resource report from GeothermEx Inc. The

proceeds of the loan will be used to finance the continuous development of the Faulkner I geothermal power plant, geothermal well field, related

infrastructure and development costs.

Subject to customary conditions precedent, Glitnir will make loan proceeds of up to $20-million (U.S.) available to a project level single purpose entity

holding the Blue Mountain Faulkner I assets. This bridge facility will be available prior to having all construction permits for the project obtained and

will be repaid by the construction loan provided by Morgan Stanley. Glitnir retains an option to participate in the construction loan.

c) On August 2, 2007 the Company granted 250,000 incentive stock options to officers of the company. The options shall be exercisable at a price of

$0.80 per share for five years and are subject to the provisions of the incentive stock option plan. The common shares, which may be issued upon

exercise of the options, will be subject to a four-month hold period from the date of grant.

d) On August 15, 2007, the Company received proceeds of $25,125 from the exercise of 37,500 stock options.

e) On September 5, 2007, the Company received proceeds of $52,000 from the exercise of 80,000 stock options.

f) On October 1, 2007, the Company cancelled 230,00 stock options to former employees and consultants.

g) On October 1, 2007, the Company granted 80,000 incentive stock options to an employee of the Company. The options are exercisable at a price of

$0.81 per share for a period of five years.

h) On October 1, 2007, the Company entered into an employment contract with Mr. Brian Fairbank, President and CEO of the Company. Simultaneously

the Company agreed to hire the former employees and acquire certain assets from Fairbank Engineering Ltd. (FEL). FEL is a consulting company

owned by Brian Fairbank. As consideration the Company has agreed to issue to FEL up to 175,000 common shares at a deemed price of 75 cents per

share and pay the balance of the purchase price in cash. The agreement is subject to the acceptance of the TSX Venture Exchange.

i) On October 10, 2007, the Company received proceeds of $27,000 from the exercise of 50,000 stock options.
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16.MATERIAL DIFFERENCES BETWEEN CANADIAN AND UNITED STATES GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP)

The Company prepares its financial statements in accordance with accounting principles generally accepted in Canada (“Canadian GAAP”), which

differ in certain respects from those principles that the Company would have followed had its financial statements been prepared in accordance with

accounting principles generally accepted in the United States (“US GAAP”). The major differences between Canadian and US GAAP, which affect the

Company's financial statements, are described below, and their effect on the financial statements is summarized as follows:

issued and outstanding (US GAAP) 61,294,757 36,537,557 24,967,821
Weighted average number of common shares

share (US GAAP) $ (0.30) $ (0.18) $ (0.12)
Basic and diluted loss per common share

2007 2006 2005

Net loss in accordance with US GAAP $ (18,627,917) $ (6,709,251) $ (3,115,838)

GAAP) (15,752,938) (5,103,879) (1,807,605)
expenditures incurred in the year (Canadian

Unproven property interests and deferred
Deduct:

Net loss in accordance with Canadian GAAP $ (2,874,979) $ (1,605,372) $ (1,308,233)

2007 2006 2005

N E V A D A G E O T H E R M A L P O W E R I N C .

2007 2006 2005
Cash provided by (used in)
Operating Activities

Net loss in accordance with US GAAP $ (18,627,917) $ (6,709,251) $ (3,115,838)

Adjustments to reconcile net loss to net cash
used by operating activities

Asset retirement obligation 424,377 - -
Securities received for geothermal property option (47,000) (20,000) -
Foreign exchange loss on marketable securities 11,252 - -
Gain on sale of securities (103,965) (62,780) -
Gain on disposal of subsidiary - - (159,695)
Amortization 20,549 10,900 3,005
Stock - based compensation 1,279,145 692,059 335,064
Unrealized loss on marketable securities - - 106,999
Change in amounts receivable 16,632 (16,526) 262,102
Change in prepaid expenses (134,593) 55,689 (51,665)
Change in accounts payable and accrued liabilities 939,669 1,688,435 (94,330)

(16,221,851) (4,361,474) (2,714,358)
Investing activities

Proceeds from disposal of marketable securiities 197,660 128,085 -
Restricted cash (683,249) - -
Acquisition of capital assets (43,746) (26,417) (7,216)

(529,335) 101,668 (7,216)
Financing activity

Common stock issued for cash 14,174,409 18,412,851 3,701,192

14,174,409 18,412,851 3,701,192

Increase (Decrease) in cash and cash equivalents $ (2,576,777) $ 14,153,045 $ 979,618

( E x p r e s s e d i n C a n a d i a n D o l l a r s )
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i) Under Canadian GAAP, companies have the option to defer exploration expenditures on prospective properties until such time as it is determined

that further work is not warranted, at which point capitalized costs would be written off. Under US GAAP, all exploration expenditures are expensed

until an independent feasibility study has determined that the property is capable of commercial production. At this stage, the Company has not yet

identified economically recoverable reserves on any of its interests. Accordingly, under US GAAP, all exploration costs incurred are expensed.

ii) Investments in shares with a trading restriction period of greater than one year are recorded at cost for Canadian GAAP purposes. For United States

GAAP purposes, investments with a hold period of greater than one year are not classified as available for sale securities and are also recorded at

cost.

Investments with a trading restriction of one year or less are classified as marketable securities for Canadian GAAP purposes and are recorded at

the lower of cost and market value. For United States GAAP purposes, these securities are classified as trading securities and are recorded at

market value at the reporting date.

As at June 30, 2007, there is no difference between the Canadian GAAP and the United States GAAP recorded values.

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

17. COMPARATIVE FIGURES

Shareholders’ equity – Canadian GAAP $ 36,455,784 $ 23,826,567 $ 6,327,029
Option interests and deferred exploration

expenditures (25,180,575) (9,427,637) (4,323,758)

Shareholders’ equity – US GAAP $ 11,275,209 $ 14,398,930 $ 2,003,271

2007 2006 2005

Acquisition and deferred exploration
expenditures – Canadian GAAP $ 25,180,575 $ 9,427,637 $ 4,323,758

Acquisition and deferred exploration
expenditures expensed per US GAAP (25,180,575) (9,427,637) (4,323,758)

Acquisition and deferred exploration
expenditures – US GAAP $ - $ - $ -

2007 2006 2005

PAGE 35
( E x p r e s s e d i n C a n a d i a n D o l l a r s )



N E V A D A G E O T H E R M A L P O W E R I N C .
PA

GE
 3

6

Corporate Information
HEAD OFFICE

NEVADA OFFICE

INVESTOR RELATIONS

DIRECTORS

Nevada Geothermal Power Inc.

Suite 900 409 Granville Street

Vancouver, BC V6C 1T2

Canada

Telephone: (604) 688-1553

Fax: (604) 688-5926

Website: www.nevadageothermal.com

Nevada Geothermal Power Company

US wholly-owned subsidiary

Suite 101 1755 East Plumb Lane

Reno, Nevada 890502

United States

Telephone: (775)  324-3044

Fax: (775)  348-9224

Email: reno@nevadageothermal.com

Shelley Kirk

Investor Communications

Direct Line: (604) 638-8784

Toll Free: (866) 688 0808 x 118

Email: info@nevadageothermal.com

Brian Fairbank

Domenic Falcone

Markus Christen

Richard Campbell

Gordon Bloomquist

Jack Milligan

James Yates

EXECUTIVE OFFICERS

STOCK EXCHANGE LISTINGS

TRANSFER AGENT

AUDITORS

SHAREHOLDER INFO

2007 ANNUAL MEETING

Brian D. Fairbank

President & Chief Executive Officer

Andrew Studley

Chief Financial Officer & Secretary

TSX Venture Exchange: NGP

Over the Counter Bulletin Board: NGLPF

Computershare

Floor 9 100 University Avenue

Toronto, Ontario M5J 2Y1

Canada

Shareholder Enquiries: (800) 564-6253

Email: caregistryinfo@computershare.com

Morgan & Company

Chartered Accountants

Vancouver, BC

For public and media inquiries, or copies of the Company's annual
information form, annual report or quarterly reports please contact
Investor Relat ions or v is i t the Company 's websi te at
www.nevadageothermal.com

The Company's fillings with the British Columbia Securities
Commission can be accessed on SEDAR at www.sedar.com

The Annual General Meeting of Nevada Geothermal will be held
Thursday, November 29th, 2007 at 10:00 am at the offices of
Miller Thomson, 10th Floor, 840 Howe Street, Vancouver, BC

Shareholders are invited to attend.





TSX Venture: NGP
Over the Counter Bulletin Board: NGLPF

www.nevadageothermal.com
info@nevadageothermal.com

Designed and produced by Creative Spirit Communications Inc.


