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This report provides a discussion and analysis of the financial condition of California Gold 
Mining Inc. to enable a reader to assess material changes in the financial condition between May 
31, 2013 and 2012 and results of operations for the three and nine months ended May 31, 2013 
and 2012.  This Management’s Discussion and Analysis is intended to supplement and 
complement the unaudited Condensed Interim Consolidated Financial Statements for the three 
and nine months ended, and as at, May 31, 2013 and 2012 (collectively the “Interim Financial 
Statements”).  Accordingly, this report should be read in conjunction with the Interim Financial 
Statements.  Certain notes to the Interim Financial Statements are specifically referred to in this 
Management’s Discussion and Analysis and such notes are incorporated by reference herein.  All 
figures shown are in Canadian dollars unless otherwise stated.   
 
This report also contains certain forward-looking statements relating to the potential future 
performance.  Forward-looking statements are subject to known and unknown risks, 
uncertainties and other factors that may cause actual results to differ materially from those 
implied by the forward-looking statements.  For additional information regarding forward-
looking statements, see Section 14 – Cautionary Note Regarding Forward Looking Statements 
Readers are cautioned not to place undue reliance on these forward-looking statements, which 
speak only as of the date the statements were made, and readers are advised to consider such 
forward-looking statements in light of the risks as set forth below, including those set out in 
Section 13 – Risks and Uncertainties.  This Management’s Discussion and Analysis has been 
prepared as of July 24, 2013 (the “Report Date”). 
 

1. OVERVIEW 

 
California Gold Mining Inc. (formerly Upper Canada Gold Corporation) (“California Gold” 
or the “Corporation”) is a junior mineral exploration company engaged in the acquisition, 
exploration and development of mineral resource properties.  Until March 1, 2013, the 
Corporation’s only material property was the Dingman Property, which is described further 
below.  From February 9, 2010 through April 12, 2013 the Corporation’s common shares 
traded on the TSX Venture Exchange under the symbol “UCC”.  Effective as of April 15, 
2013, the Corporation's common shares have traded under the symbol “CGM”.  To date, the 
Corporation has not earned significant revenues and is considered to be in the exploration 
stage.   
 
The Corporation acquired its interest in the Dingman Property from Opawica Explorations 
Inc. (“Opawica”) on January 29, 2010 pursuant to an option agreement dated July 31, 2009 
between the Corporation and Opawica that transferred all of Opawica’s interest in the 
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Dingman Property to the Corporation, subject to an existing net smelter royalty.  
Concurrently with its acquisition of the Dingman Property, the Corporation also completed a 
financing and undertook other restructuring activities (the “Restructuring”) to focus the 
Corporation on the future development of the Dingman Property.  The “Dingman Property”, 
as used herein, refers to eight mining claims and related surface rights agreements in 
Hastings County near Madoc, Ontario.   
 
Throughout 2010, the Corporation drilled and assayed 24 holes in 14 drill setups totaling 
6,546 metres.  Scott Wilson Roscoe Postle Associates Inc. (“SWRPA”) was retained by the 
Corporation to prepare a technical report compliant with National Instrument 43-101 – 
Standards of Disclosure for Mineral Projects based on all the drill hole and channel sample 
data for the Dingman Property.  SWRPA’s report (the “SWRPA Report”) is dated as of 
January 31, 2011 and was filed on SEDAR on February 8, 2011.   
 
On or about November 17, 2011, in addition to other parties, the Corporation's subsidiary, 
Washmax (Weston) Ltd., was named in a lawsuit in the amount of $100,000 by a sub-tenant 
relating to an alleged breach of a property rental agreement.  Washmax (Weston) Ltd. is the 
sub-landlord under the property rental agreement.  The alleged breach was due to the actions 
of the landlord under the head lease and resulted in the alleged denial of the sub-tenant's 
access to the property.  Subsequently, the co-defendant landlord under the head lease 
claimed against Washmax (Weston) Ltd. for $442,000.  While these claims are considered a 
legacy issue relating to the business carried on by Washmax (Weston) Ltd. prior to the 
Restructuring and to be without merit, to protect its rights, Washmax (Weston) Ltd. has 
claimed against both the plaintiff and the co-defendants.  The substance of such claims is 
that the dispute is more properly resolved between the sub-tenant and landlord.  As of the 
Report Date, this claim has only been advanced against Washmax (Weston) Ltd. and not 
against California Gold Mining Inc. 
 
On December 30, 2011 the Corporation closed a non-brokered private placement pursuant to 
which it issued 12,000,000 units at a price of $0.05 per unit for gross proceeds of $600,000. 
Each unit comprised one common share and one common share purchase warrant.  Each 
warrant entitles the holder to acquire a further common share of the Corporation at a price of 
$0.10 until December 30, 2016.   
 
On February 2, 2012, the Corporation terminated its surface rights agreement with the 
surface rights owners of the western portion of the Dingman Property.  The Corporation 
concurrently made a claim against the owners of the western surface rights for interference 
with the Corporation’s rights under the agreement.  On March 5, 2012, the owners of the 
western surface rights counterclaimed against the Corporation for amounts allegedly owing 
under the surface rights agreement.  The Corporation is proceeding with its claim, denies 
any further amounts are owing to the western surface rights owners and is pursuing the 
matter before the courts.  Since the termination of the access agreement, the Corporation and 
its representatives have continued to access the western surface area of the Dingman 
mineralized zone pursuant to California Gold’s rights under the Mining Act (Ontario).  See 
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Section 4.2.2 – Mineral Properties – Dingman Property – Surface Rights, for further 
description of the claims and the Dingman Property. 
 
The Corporation has received an environmental baseline sampling and regulatory review 
report (the “BLS Report”) from Dillon Consulting Limited.  The work performed to produce 
the BLS Report focused on environmental baseline sampling that included soil, surface 
water and well water in order to assess current environmental conditions at the Dingman 
Property. 
 
Effective as of December 21, 2012, Martin Shefsky was appointed as Chief Executive 
Officer and Eric Moeller was appointed as Chief Operating Officer.  Michael Churchill, the 
former President and CEO remained as a director and as the Corporation’s President and 
Thomas Sills, the former COO, remained with the Corporation as a consultant.  These 
changes were made in order to align the Corporation’s management resources with its 
requirements following the expected completion of the Corporation’s acquisition of the 
Fremont Property (which was formerly referred to as the "Pine Tree Property"). 
 
On January 9, 2013, the Corporation granted 8,325,074 options to certain members of 
management and on January 22, 2013, the Corporation granted 1,300,000 options to certain 
other members of management.  These option grants were conditional upon, among other 
things, shareholders subsequently approving an increase to the number of common shares 
reserved for issuance under the Corporation’s stock option plan sufficient to accommodate 
the grants.  All conditions applicable to these grants have since been satisfied. 
 
On February 15, 2013 the Corporation completed a non-brokered private placement 
originally announced on January 7, 2013 pursuant to which it issued 80,000,000 units at a 
price of $0.10 per unit for gross proceeds of $8,000,000. Each unit comprised one common 
share and three-quarters of one common share purchase warrant.  Each warrant entitles the 
holder to acquire a further common share of the Corporation at a price of $0.15 until its 
expiry.  The private placement was closed in two tranches.  The first tranche included 
66,250,000 units and the second tranche included 13,750,000 units.  The 49,687,500 
warrants issued as part of the first tranche will expire on February 8, 2017 and the 
10,312,500 warrants issued as part of the second tranche will expire on February 15, 2017.  
In connection with the private placement, the Corporation paid a finder's fee consisting of 
$170,150 cash, 562,500 common shares issued at a deemed price of $0.10 per common 
share and 764,000 broker warrants to a registered dealer.  Each broker warrant entitles the 
holder to acquire one common share of the Corporation up until February 15, 2017 at a price 
of $0.15 per common share.  Of the common shares issued as part of the private placement, 
1,000,000 common shares are subject to a contractual hold period which shall expire on 
August 14, 2013 and 4,050,000 common shares are subject to a contractual hold period 
which shall expire on January 15, 2014.  The balance of the common shares issued and all of 
the common shares issuable upon exercise of the warrants issued as part of the private 
placement are subject to a statutory four month hold period which shall expire on June 16, 
2013. 
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On March 1, 2013, through its wholly-owned subsidiary, Fremont Gold Mining LLC, the 
Corporation completed the acquisition of a fee simple interest (subject to a 3% net smelter 
royalty) in approximately 3,351 acres of land (part of the northern portion of the Las 
Mariposa land grant plus a portion of the Derby Tract patent within Mariposa County) 
located 15 miles north of the town of Mariposa, California and referred to as the "Fremont 
Property" (and formerly referred to as the “Pine Tree Property”).  Aggregate consideration 
for the Fremont Property consisted of US$5,437,985 that was made up of US$5,120,000 
paid to the vendor, a finder’s fee of US$303,600 paid to an arm’s length third party and an 
estimated US$14,385 on account of estimated customary adjustments and closing costs.  On 
October 9, 2012, the Corporation also paid the vendor of the Fremont Property US$40,000 
in consideration of allowing the Corporation to extend the original closing date from January 
16, 2013 by four months.  As a part of the due diligence on the Fremont Property, the 
historic paper records were cataloged and digitized.  Following its acquisition, the Fremont 
Property became the Corporation’s primary asset and the Corporation’s material assets now 
consist of both the Fremont Property and the Dingman Property.   
 
On April 4, 2013, the Corporation’s shareholders approved changing the Corporation's name 
from Upper Canada Gold Corporation to California Gold Mining Inc. which was then made 
effective as of April 12, 2013.  On April 4, 2013, the Corporation’s shareholders also 
approved an increase in the number of common shares reserved for issuance under the 
Corporation’s fixed number stock option plan from 6,000,000 to 25,615,000 and elected 
Messrs. Nuno Brandolini and Martin Shefsky to the board of directors of the Corporation.  
Concurrently with these elections, Mr. Charles Gryba stepped down as a director.  Also on 
April 4, 2013, the Corporation granted 280,000 stock options to a member of its 
management team. 
 
On April 22, 2013, the Corporation granted 3,600,000 stock options to the non-management 
directors of the Corporation. 
 
On April 30, 2013 the Corporation received the final preliminary economic analysis (the 
“PEA”) for the Dingman Project from Roscoe Postle Associates Inc. (“RPA”).  The PEA 
concluded, in part, that the life of mine plan for the Dingman Project indicated that mining 
and processing of 10.64 Mt at an average grade of 0.92 g/t Au with a mine life of five years, 
had the potential to produce approximately 290,000 ounces of gold.   RPA estimated that the 
break-even pre-tax undiscounted cashflow for the Dingman Project could occur at a gold 
price of approximately US$1,650 and that using a gold price of US$1,825, the Dingman 
Project could achieve an internal rate of return of 15%.  At a base gold price of 
US$1,500/oz, the PEA concluded that the Dingman Project was not expected to be 
economically feasible.  See Section 4.2.3 - Mineral Properties - Dingman Property - Work 

Performed and Planned at the Dingman Property for further information on the PEA. 
 
On June 21, 2013, the Corporation filed a technical report on SEDAR titled “Technical 
Report for the Las Mariposas Ranch Property (also known as the Fremont Property)” dated 
effective as of May 7, 2013 and prepared by A.A. Burgoyne, P.Eng., M.Sc. of Burgoyne 
Geological Inc. (the “Burgoyne Report (2013)”).  Mr. Burgoyne is a Qualified Person 
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under National Instrument 43-101 – Standards of Disclosure for Mineral Projects who is 
independent of the Corporation.  The Burgoyne Report (2013) supersedes a prior internal 
report prepared for the Corporation by the same author titled “Technical Report for Upper 
Canada Gold Corporation on Las Mariposa Ranch Property, Mariposa County, California” 
dated February 16, 2012 (the “Burgoyne Report (2012)”) and that was referenced in prior 
disclosure by the Corporation.   
 
Similarly to the Burgoyne Report (2012), the Burgoyne Report (2013) reviewed and 
summarized much of the historical work on the Fremont Property and concluded that the 
prior work “resulted in the definition of a gold deposit and historical mineral resource of 
merit.”  The Burgoyne Report (2013) provides updates to reflect the purchase of the 
Fremont Property as well as the subsequent water well pump and water quality testing.  In 
the Burgoyne Report (2013), Mr. Burgoyne also revised and updated his proposed Phase I 
and Phase II exploration plans.  A copy of the Burgoyne Report (2013) is available on 
SEDAR. 
 
The Corporation intends to expend the bulk of its exploration resources in defining a 
resource, re-evaluating milling and development options and environmental studies, and 
ultimately permitting the project upon favorable feasibility studies.  Confirmatory drilling 
was begun on May 9, 2013 and 14 holes (approximately 6,500 ft) of HQ diamond drilling 
were completed by June 12, 2013.  Assays from this drilling will be used to support 
confirmation of the historic resource estimate at the Pine Tree-Josephine mine and provide a 
current resource prepared to NI 43-101 standards.  This is expected to be completed in the 
fall of 2013. Historic base mapping is being reviewed and digitized to support three-
dimensional modeling for both the resource update and mine planning.   
 
Community engagement activities including site tours, meetings with local neighbors and 
environmental groups, county officials and the local newspaper has started and will continue 
throughout the project to ensure that all stakeholders are informed about the project.   
 
Initial quotations have been received for the preparation of an Environmental Impact Report 
(EIR) that will be required in support of applications for necessary permits.  Additional 
metallurgical drilling (for bulk samples), confirmatory drilling (for additional resource 
confirmation on the Queen Specimen deposit), and new exploration drilling is planned for 
the fall 2013. 
 
The Corporation believes that California, and its historic California Mother Lode, represents 
an excellent opportunity to define, permit and develop high value gold projects.  
Management’s strategy is to be the leader in this effort through the use of state of the art 
technologies to target projects, aggressive due diligence to define the highest value projects, 
and strategic acquisitions and partnerships to increase shareholder value. 
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2. OVERVIEW OF FINANCIAL RESULTS 

 

Quarterly Financial Review 

 
The table below presents selected financial data for the Corporation’s eight most recently 
completed fiscal quarters: 

 

Quarter Ended 

May 31, 

2013
 

Feb. 28, 

2013
 

Nov. 30, 

2012
  

Aug 31, 

2012
  

     

 Revenue  $nil $nil $nil $nil
 Income (Loss) Before Extraordinary Items  ($1,703,847)($1,127,943) ($175,161) ($151,058)
 Net Income (Loss)  ($1,703,847)($1,127,943) ($175,161) ($151,058)
 Net Income (Loss) and Comprehensive  
Income (Loss)  ($1,665,934)($1,169,283) ($175,161) ($151,058)
 Income (Loss) per Share  ($0.0130) ($0.0180) ($0.0036) ($0.0031)
 Income (Loss) per Share Fully Diluted  ($0.0130) ($0.0180) ($0.0036) ($0.0031)
 Total Assets  $6,947,884 $8,021,378 $533,503 $735,791
 Total Long Term Financial Liabilities    $            -   $            -   $            -   $            -
 Cash Dividends per Share    $            -   $            -   $            -   $            -

 

Quarter Ended 

May 31, 

2012
  

Feb. 29, 

2012
  

Nov. 30, 

2011
  

Nov. 30, 

2011
  

     

 Revenue  $nil $nil $nil $nil
 Income (Loss) Before Extraordinary Items  ($308,060) ($233,705) ($114,906) ($114,906)
 Net Income (Loss)  ($308,060) ($233,705) ($114,906) ($114,906)
 Net Income (Loss) and Comprehensive  
Income (Loss)  ($308,060) ($233,705) ($114,906) ($114,906)
 Income (Loss) per Share  ($0.0064) ($0.0053) ($0.0032) ($0.0032)
 Income (Loss) per Share Fully Diluted  ($0.0064) ($0.0053) ($0.0032) ($0.0032)
 Total Assets  $852,387 $1,106,687 $741,427 $741,427
 Total Long Term Financial Liabilities    $            -   $            -   $            -   $            -
 Cash Dividends per Share    $            -   $            -   $            -   $            -
 

 

3. RESULTS OF OPERATIONS 

 

3.1 Operating Income and Expenses 

 

3.1.1 Income 

 
The Corporation has no revenue from active operations.  The Corporation’s interest and 
other income for the nine months ended May 31, 2013 compared to the nine months ended 
May 31, 2012 increased from $3,803 to $4,057. 
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Interest and other income of the Corporation for the three months ended May 31, 2013 
compared to the three months ended May 31, 2012 decreased from $2,695 to $1,777. 

 

3.1.2 Expenses 

 
Expenses of the Corporation for the nine months ended May 31, 2013 compared to the nine 
months ended May 31, 2012 increased from $660,474 to $3,011,008.  The Corporation’s 
expenses for the nine months ended May 31, 2012 were incurred on account of acquisition 
costs relating to the Fremont Property and increased occupancy costs incurred following the 
Corporation’s agreement to share the cost of certain new office space in June 2011.  The 
Corporation’s expenses for the nine months ended May 31, 2013 resulted largely from 
increased costs on account of share based compensation, management fees, acquisition 
expenses and exploration and development expenses related to work performed at the 
Corporation’s Fremont Property.  Many other expense items also increased all as a result of 
operations of the Corporation following its acquisition of the Fremont Property.  Lower 
costs were observed on account of occupancy costs. 
 
Expenses of the Corporation for the three months ended May 31, 2013 compared to the three 
months ended May 31, 2012 increased from $310,755 to $1,705,624.  Sources of increased 
expenses during this period were generally the same as during the nine month periods 
although the Corporation’s professional fees were lower. 
 

3.1.3 Property Exploration and Acquisition Costs 

 
As of January 29, 2010, the Corporation entered the mineral exploration business and has 
not received any material revenues.  Funding of the Corporation’s exploration activities has 
been provided by equity offerings of the Corporation’s securities.  The recoverability of 
amounts paid by the Corporation for resource properties will be dependent upon the 
discovery of economically recoverable reserves and confirmation of the Corporation’s 
interest in the underlying resource properties, as well as the ability of the Corporation to 
obtain the necessary financing to complete exploration and development of the properties, 
and upon future profitable production or proceeds from the disposition thereof. 
 
As of May 31, 2013, the Corporation had incurred $3,449,266 of acquisition, exploration 
and development costs for the Dingman Property.  In its adoption of IFRS the Corporation 
elected to expense all such costs.   
 
Costs incurred by the Corporation on each of the Fremont Property and the Dingman 
Property over the nine months ended May 31, 2012 and 2013 are set out below: 
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 Fremont
(1)

 Dingman 

Total Mineral 

Interests 

 
Costs incurred, Opening  $ nil $ nil $ nil
 
Acquisition costs $ 291,698(2) $ 2,139,055 $ 2,430,753
 
Exploration and development costs 
 Finders fee       25,000       25,000
 Drilling     606,228     606,228
 Professionals and contractors     252,475     252,475
 Land access fees       85,500       85,500
 Analysis and laboratory       94,810       94,810
 Facility rentals       11,196       11,196
 Supplies and equipment         7,543         7,543
 Equipment rental       12,618       12,618
 Other         46,346         46,346
Total exploration and development costs $ 1,141,716 $ 1,141,716
 
Costs incurred as of August 31, 2011 $ 291,698(2) $ 3,280,771 $ 3,572,469

    

Acquisition costs $ 108,799 $ nil $    108,799
 
Exploration and development costs 
 Professionals and contractors $        66,140 $      66,140
 Analysis and laboratory          6,689          6,689
Total exploration and development costs $      72,829 $      72,829
 
Costs incurred as of May 31, 2012 $ 400,497 $ 3,353,600 $ 3,754,097

 
Acquisition costs $ 110,059 $ nil $    110,059
 
Exploration costs 
 Professionals and contractors $      13,744 $      13,744
 Supplies and equipment 1,583 1,583
 Analysis and laboratory 22,712 22,712
 Other          11,072         11,072
Total exploration costs $      49,111 $      49,111
 
Costs incurred as of August 31, 2012 $ 510,556 $ 3,402,711 $ 3,913,267
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 Fremont
(1)

 Dingman 

Total Mineral 

Interests 

 
Costs incurred as of August 31, 2012 $    510,556 $ 3,402,711 $ 3,913,267

 
Acquisition costs $ 5,362,135 $ nil $ 5,362,135
 
Exploration costs 
 Drilling $    263,227 $            nil $    263,227
 Field consumables 25,732 nil 25,732
 Development 19,351 nil 19,351
 Contractors 18,459 nil 18,459
 Equipment rental 8,722 nil 8,722
 Professionals 5,607 40,581 46,188
 Surveying 4,808 nil 4,808
 Analysis and laboratory nil                  3,999 3,999
 Other          9,002           1,975         10,977
Total exploration and development costs $ 354,908 $      46,555 $    401,463
 
Costs incurred as of May 31, 2013 $ 6,227,599 $ 3,449,266 $ 9,676,865

 
(1) Until the current interim period, figures for the Fremont Property were reported during relevant periods and included 

within the Corporation’s financial statements and/or management’s discussion and analysis as deferred acquisition 
costs or acquisition costs, but were not included in the above table as the Corporation had not yet acquired title to the 
Fremont Property. 

(2) This figure is net of a refund on deposits given to the Corporation subsequent to August 31, 2011. 

 

3.1.4 General and Administrative and Other Expenses 

 
General and administrative and other expenses incurred during the three and nine months 
ended May 31, 2013 and 2012 consist of the following: 
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Three months ended 

May 31 
Nine months ended 

May 31 

 2013 2012 2013 2012 

     

 Share-based compensation $   660,531 $     32,220 $ 1,442,562 $    32,220
 Acquisition costs 460,089 100,049 527,759 208,848
 Management fees 145,678 38,500 401,696 132,475
 Exploration and development  351,118 32,785 401,463 72,829
 Professional fees 39,963 71,377 106,394 98,151
 Shareholder information 38,541 7,160 51,291 23,720
 Investor relations 21,169 900 28,532 12,847
 Travel and accommodation 21,580 516 23,711 729
 Office and occupancy costs 10,819 12,264 10,819 38,340
 Insurance 4,386 1,607 7,599 5,107
 Depreciation 4,273 978 6,451 2,650
 Interest and bank charges 1,347 447 2,127 1,323
 Advertising and promotion nil 22 nil 243
 Other general & administrative 16,398 13,432 32,736 31,970
 Loss (gain) on foreign exchange      (70,268)     (1,502)      (32,132)             22
Total Expenses $ 1,705,624 $ 310,755 $ 3,011,008 $ 660,474

 
Share-based compensation of the Corporation for the nine months ended May 31, 2013 
compared to the nine months ended May 31, 2012 increased from $32,220 to $1,442,562 as 
the Corporation granted 13,755,074 stock options during the nine months ended May 31, 
2013.  Share-based compensation of the Corporation for the three months ended May 31, 
2013 compared to the three months ended May 31, 2012 increased from $32,220 to 
$660,531 as the Corporation granted 4,130,000 options during the three months ended May 
31, 2013.   
 
The fair value of the options granted during the nine months ended May 31, 2013 was 
determined using the Black-Scholes model based on the following assumptions: 
 

Number of 

options 

Strike  

price 

Risk free  

interest rate 

Dividend  

yield 

Expected stock 

volatility 

Expected  

life 

9,625,074 $0.15 1.37% nil 145% 5 years 
280,000 $0.24 1.56% nil 148% 5 years 
3,600,000 $0.20 1.56% nil 150% 5 years 
250,000 $0.25 1.56% nil 151% 5 years 

 
Of the options granted during the nine months ended May 31, 2013, 12,838,407 vested.  The 
remaining 916,667 will vest between August 1, 2013 and January 22, 2015.  Of the options 
granted during the three months ended May 31, 2013, 3,880,000 vested.  The remaining 
250,000 will vest equally on August 1, 2013, November 1, 2013, February 1, 2014 and May 
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1, 2014.  For more information on the Corporation's stock options, see Note 6 to the Interim 
Financial Statements. 
 
Acquisition costs expensed include costs of the Corporation’s first attempted acquisition of 
the Fremont Property (which was abandoned in September 2011) as well as those incurred 
in connection with the acquisition of the Fremont Property that was completed on March 1, 
2013.  Acquisition expenses for the nine months ended May 31, 2013 compared to the nine 
months ended May 31, 2012 increased from $208,848 to $527,759.  Acquisition expenses 
for the three months ended May 31, 2013 compared to the three months ended May 31, 2012 
increased from $100,049 to $460,089.   
 
The Corporation’s accounting policy regarding mineral interests is that the Corporation 
expenses the cost of acquisition of mineral interests.  However, in acquiring the Fremont 
Property, the Corporation has acquired the fee simple interest to the Fremont Property in 
addition to the mineral interest associated with the Property.  The Corporation has had an 
appraisal completed on the Fremont Property.  The appraisal values the property using local 
sales comparisons and in a manner as if the property were vacant and with no value 
attributed to any mineral interests.  The Fremont Property was purchased for aggregate 
consideration of USD$5,120,000 paid to the vendor of the Property.  The appraisal, dated 
June 21, 2013, concludes that the value of the Property, exclusive of any value associated 
with mineral interests, is equal to USD$4,650,000 as to the vacant land and USD$160,000 
as to the buildings located on the Property.  As such, these components of the purchase price 
have been capitalized, and the balance of the purchase price (USD$310,000) and all other 
costs incurred in connection with the acquisition of the Fremont Property have been 
expensed.   
 
Besides the capitalized portion of the purchase price, the $527,759 of acquisition costs 
expensed over the nine months ended May 31, 2013 are otherwise reflective of the portion 
of the purchase price expensed (as to USD$310,000), USD$253,600 paid on closing of the 
Corporation’s acquisition of the Fremont Property as a finder’s fee and a USD$40,000 
payment made to the vendor of the Fremont Property in consideration of a four month 
extension to the allowable closing date.  Other acquisition costs expensed included escrow 
costs, government fees and other customary closing costs as well as costs related to legal 
services incurred in preparation of acquiring the Fremont Property and travel to the Fremont 
Property.   
 
Management fees for the nine months ended May 31, 2013 compared to the nine months 
ended May 31, 2012 increased from $131,475 to $401,696.  Of this increase, $150,000 is on 
account of a one-time bonus paid to the President of the Corporation in connection with the 
acquisition of the Fremont Property.  Management fees for the three months ended May 31, 
2013 compared to the three months ended May 31, 2012 increased from $38,500 to 
$145,678.  Besides increases observed on account of the bonus described above, other 
increases in management fees have resulted due to the addition of Messrs. Shefsky and 
Moeller as the new Chief Executive Officer and Chief Operating Officer, respectively, of the 
Corporation and the retention of other staff. 
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Exploration and development costs expensed include costs incurred in the exploration and 
development of the Fremont Property and the Dingman Property.  Since its adoption of 
IFRS, the Corporation has expensed these costs.  Exploration and development expenses for 
the nine months ended May 31, 2013 compared to the nine months ended May 31, 2012 
increased from $72,829 to $401,463.   
 
With respect to the Dingman Property, costs incurred during the nine months ended May 31, 
2012 were on account of baseline environmental studies, while costs incurred during the 
nine months ended May 31, 2013 were on account of the preliminary economic assessment 
conducted on the Dingman Property which was filed on SEDAR on May 17, 2013 and 
exploration and development expenses for the three months ended May 31, 2013 compared 
to the three months ended May 31, 2012 decreased from a cost of $32,785 to a credit of 
$3,790.  The credit was the result of adjustments to the estimated cost of the preliminary 
economic assessment used in the prior interim period.   
 
With respect to the Fremont Property, exploration and development costs incurred during 
the nine and three months ended May 31, 2012 were largely on account of the technical 
report on the Fremont Property filed on SEDAR on June 21, 2013, various permitting 
activities, and part of the drilling program that included 6,502 feet of HQ drilling over 14 
holes.   
 
A detailed breakdown of the foregoing costs is provided above in Section 3.1.3 – Results of 
Operations – Operating Income and Expenses – Mineral Property Acquisition and 

Exploration Costs. 
 
Professional fees for the nine months ended May 31, 2013 compared to the nine months 
ended May 31, 2012 increased from $98,151 to $106,394.  Slightly over half of the 
professional fees incurred during the nine months ended May 31, 2013 were on account of 
legal fees.  These legal fees were incurred on account of establishing the Corporation’s US 
subsidiaries and on account of the Corporation’s ongoing claim against the Dingman 
Property’s western surface rights holders.  See Section 4.2.2 – Mineral Properties – 

Dingman Property – Surface Rights for further information on the Corporation’s claims.  
The balance of professional fees included tax planning services for the Corporation’s US 
subsidiaries and other routine accounting expenses of the Corporation.  Professional fees for 
the three months ended May 31, 2013 compared to the three months ended May 31, 2012 
decreased from $71,377 to $39,963.  Approximately two-thirds of these costs are on account 
of legal fees which are largely incurred on account of the Corporation’s ongoing claim 
against the Dingman Property’s western surface rights holders. 
 
Shareholder information expenses for the nine months ended May 31, 2013 compared to the 
nine months ended May 31, 2012 increased from $23,720 to $51,291.  These increases were 
on account of changes to the Corporation's stock option plan and its name change.  
Shareholder information expenses include costs of communications and public filings, 
regulatory or otherwise, with shareholders, costs associated with shareholder meetings, stock 
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exchange costs and transfer agent costs.  Shareholder information expenses for the three 
months ended May 31, 2013 compared to the three months ended May 31, 2012 increased 
from $7,160 to $38,541. 
 
Investor relations expenses for the nine months ended May 31, 2013 compared to the nine 
months ended May 31, 2012 increased from $12,847 to $28,532.  These expenses can vary 
greatly and for the nine months ended May 31, 2012, they represent costs associated with 
the Corporation's first attempt to acquire the Fremont Property.  For the nine months ended 
May 31, 2013, the costs relate to the cost of arranging investor visits to the Fremont 
Property and participation at various conferences.  Investor relations expenses for the three 
months ended May 31, 2013 compared to the three months ended May 31, 2012 increased 
from $900 to $21,169.  The sources of these expenses are the same as the sources for the 
expenses over the nine month periods. 
 
Travel and accommodation expenses of the Corporation for the nine months ended May 31, 
2013 compared to the nine months ended May 31, 2012 increased from $729 to $23,711.  
Travel expenses of the Corporation for the three months ended May 31, 2013 compared to 
the three months ended May 31, 2012 increased from $516 to $21,580.  These increased 
costs were associated with trips to the Fremont Property and with additional travel between 
the Corporation’s Toronto offices and the offices of the new Chief Operating Officer whose 
primary base of operation is in California. 
 
Office and occupancy expenses of the Corporation for the nine months ended May 31, 2013 
compared to the nine months ended May 31, 2012 decreased from $38,340 to $10,819.  
Office and occupancy expenses of the Corporation for the three months ended May 31, 2013 
compared to the three months ended May 31, 2012 decreased from $12,264 to $10,819.  
Costs incurred during the periods ended May 31, 2012 were incurred under the 
Corporation’s previous cost sharing arrangement for office space with First Metals Inc. 
which was terminated as of August 31, 2012 without any further obligation on either party.  
Subsequent to terminating the cost sharing arrangement, the Corporation entered into a new 
cost sharing arrangement with First Metals similar to the previous one effective as of March 
1, 2013. 
 
Insurance expenses of the Corporation for the nine months ended May 31, 2013 compared to 
the nine months ended May 31, 2012 increased from $5,107 to $7,599.  Insurance expenses 
of the Corporation for the three months ended May 31, 2013 compared to the three months 
ended May 31, 2012 increased from $1,607 to $4,386.  Over both periods, costs increased 
due to additional insurance purchased by the Corporation in respect of its operations at the 
Fremont Property. 
 
Depreciation expenses for the nine months ended May 31, 2013 compared to the nine 
months ended May 31, 2012 increased from $2,650 to $6,451 due to additional depreciation 
associated with depreciable asset purchases and improvements to depreciable assets made 
during the later period.  Depreciation expenses for the three months ended May 31, 2013 
compared to the three months ended May 31, 2012 increased from $978 to $4,273 for 
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similar reasons.  Please see Note 4 to the Interim Financial Statements for more information 
on the Corporation's depreciable assets. 
 
Interest and bank charges for the nine months ended May 31, 2013 compared to the nine 
months ended May 31, 2012 increased from $1,323 to $2,127.  Interest and bank charges for 
the three months ended May 31, 2013 compared to the three months ended May 31, 2012 
increased from $447 to $1,347.  These increases are associated with creation of new banking 
facilities for the Corporation and its subsidiaries. 
 
Advertising and promotional expenses for the nine months ended May 31, 2013 compared to 
the nine months ended May 31, 2012 decreased from $243 to $nil.  Advertising and 
promotional expenses for the three months ended May 31, 2013 compared to the three 
months ended May 31, 2012 decreased from $22 to $nil.   
 
Other general and administrative expenses of the Corporation for the nine months ended 
May 31, 2013 compared to the nine months ended May 31, 2012 increased from $31,970 to 
$32,736.  Other general and administrative expenses of the Corporation for the three months 
ended May 31, 2013 compared to the three months ended May 31, 2012 increased from 
$13,432 to $16,398.  Other general and administrative expenses primarily include general 
office costs, property taxes associated with the Fremont Property, government filing fees 
and disbursements charged by the Corporation’s suppliers. 
 
The Corporation’s loss (gain) from foreign exchange increased from a loss of $22 for the 
nine months ended May 31, 2012 to a gain of $32,132 for the nine months ended May 31, 
2013.  The Corporation’s loss (gain) from foreign exchange increased from a gain of $1,502 
for the three months ended May 31, 2012 to a gain of $70,268 for the three months ended 
May 31, 2013.  These gains were incurred due to the depreciation of the Canadian Dollar 
against the United States Dollar and the decision of the Corporation to hold a larger 
component of its cash on hand in United States Dollars since its acquisition of the Fremont 
Property.  As of May 31, 2013, approximately two-thirds of the Corporation's cash-on-hand 
was held in United States Dollars. 

 

3.2 Net Loss 

 
The net loss of the Corporation for the nine months ended May 31, 2013 compared to the 
nine months ended May 31, 2012 increased from a loss of $656,671 to a loss of $3,006,951.  
The increased net loss resulted largely from increased costs on account of share based 
compensation, acquisition costs, management fees and exploration costs.  This was partially 
offset by savings due to lower occupancy costs and foreign exchange gains.  Many other 
expense items also increased as a result of corporate planning related to the Corporation’s 
acquisition of the Fremont Property and operations at the Fremont Property subsequent to its 
acquisition.   
 
The net loss of the Corporation for the three months ended May 31, 2013 compared to the 
three months ended May 31, 2012 increased from a loss of $308,060 to a loss of $1,703,847.  
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Sources of increased expenses during this period were generally the same as during the nine 
month periods. 
 

3.3 Other Comprehensive Gain or Loss 

 
During the nine months ended May 31, 2013, the Corporation established its US 
subsidiaries, California Gold Mines (US) Inc. and Fremont Gold Mining LLC.  The 
functional currency of these subsidiaries is the US Dollar while the parent company, 
California Gold Mining Inc. has retained the Canadian Dollar as its functional currency.  
Other comprehensive loss is the result of the translation of the financial results of the 
Corporation’s US subsidiaries into Canadian Dollars for consolidation purposes.  The 
cumulative effect of these translations is accounted for as part of the Corporation’s equity. 
 
For the nine months ended May 31, 2013, the Corporation’s other comprehensive loss was 
$3,427.  For the three months ended May 31, 2013, the Corporation’s other comprehensive 
gain was $37,913.  No other comprehensive loss was recorded during the three or nine 
months ended May 31, 2012 as the US subsidiaries were not in existence during those 
periods.  
 
 

4. MINERAL PROPERTIES 

 

4.1 Fremont Property (previously referred to as the Pine Tree Property) 

 

4.1.1 General Overview 

 

The Las Mariposas Ranch Property (also referred to herein as the “Fremont Property” and in 
previous disclosure as the “Pine Tree Property”) is located in Mariposa County, California, 
approximately 150 miles southeast of San Francisco, midway between the towns of 
Mariposa and Coulterville. It covers a 2.5 mile long segment of the prolific Mother Lode 
Gold Belt which consists of a series of en echelon quartz veins, discontinuous silica-ankerite 
alteration zones and ultrabasic intrusives associated with the Melones fault Zone. The fault 
zone, which varies in width from a few hundred feet to over a mile, extends over 120 miles 
along the western foothills of the Sierra Nevada Mountains. 
 
Historical mining operations on the Fremont Property include the Pine Tree-Josephine and 
Queen Specimen-Suceedo mines. During the 1850's through to 1944, they produced 
approximately 536,000 tons of ore and 126,500 ounces of gold. 
 
Approximately 536,000 tons of underground "ore" was mined and milled from the Fremont 
Property in the 1840's through 1944. Most of this was processed in the town of Bagby 
located along the Merced River. 
 
The town of Bagby was abandoned and in 1982 the land where the town had been was 
expropriated as a part of the construction of Lake McClure (a hydroelectric dam and water 



CALIFORNIA GOLD MINING INC. (FORMERLY UPPER CANADA GOLD CORPORATION) PAGE 16 

MANAGEMENT DISCUSSION AND ANALYSIS 

FOR THE NINE MONTHS ENDED MAY 31, 2013 AND 2012 

 
storage reservoir).  By the end of the 1990’s the underground workings, which had been 
open, dry and accessible were sealed to prevent trespassing per California mine regulations. 
 
The Corporation entered into a purchase agreement with Gene Mondo and Betty Mondo 
Family, L.P., a California limited partnership, giving it the right to acquire a fee simple 
interest in the Fremont Property (subject to a 3% net smelter royalty) for $5,120,000.  On 
March 1, 2013, the Corporation completed its acquisition of the Fremont Property.  The 
purchase was completed through the Corporation's wholly owned subsidiary, Fremont Gold 
Mining LLC. 
 
On June 21, 2013, the Corporation filed a technical report on SEDAR titled "Technical 
Report for the Las Mariposas Ranch Property (also known as the Fremont Property), 

Mariposa County, California” with an effective date of May 7, 2013 and prepared by A.A. 
Burgoyne, P.Eng., M.Sc. of Burgoyne Geological Inc. (the “Burgoyne Report (2013)”) 
who is a Qualified Person under National Instrument 43-101 – Standards of Disclosure for 
Mineral Projects ("NI 43-101") and is independent of the Corporation as defined in NI 43-
101.  The Burgoyne Report (2013) summarizes the author’s investigations (including site 
visits in 2003 and 2011) of the extensive historic property records, including historic 
production records, maps, drilling, assaying, metallurgical testing, hydrologic testing, 
environmental reports (including two draft environmental impact reports), and numerous 
resource and feasibility studies. The Burgoyne Report (2013) concludes that, the technical 
evaluation of the Fremont Property carried out demonstrates that the exploration and 
development work carried out by previous owners of the Fremont Property have been to 
good industry standards and that this has resulted in the definition of a gold deposit and 
historical mineral resource of merit.   
 
With respect to metallurgy, the Burgoyne Report (2013) states that previous reports found 
that conventional gravity concentration and cyanidation gave poor gold recoveries; however, 
greater than 90% gold recoveries have been achieved through a combination of gravity, and 
flotation processes.  The flotation concentrates achieve greater than 90% gold recovery if 
treated to pre aeration, bio-leach and carbon-in-leach processes.  The Burgoyne Report 
(2013) recommends that further work involve a full evaluation of the historical metallurgical 
studies and appropriate recommendations for further metallurgical studies including the 
definition and extent of oxide mineralization that is amenable to cyanide heap leaching. 
 
The Burgoyne Report (2013) concludes that the Fremont Property holds potential for gold 
deposits that are mineable by both open pit and bulk tonnage underground methods and 
recommended a two-phase exploration program with the first phase consisting of drilling 
and government liaison activities.   
 
The Corporation has already completed an HQ drill program covering 6,502 feet over 14 
holes.  The Corporation also intends to reinitiate environmental monitoring, and continue 
evaluation/review of historic geologic records and assays. 
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Pending favourable assay results the Corporation anticipates completing a current NI 43-101 
resource estimate this fall.  This is only a highlight summary of the very detailed Burgoyne 
Report (2013) and the Corporation urges readers to read the full report available on the 
Corporation's website at www.caligold.ca or on SEDAR.  

 

4.1.2 Work Performed at the Fremont Property 

 

During 1985 and 1986, Goldenbell Mining Corporation drilled four separate exploration 
targets. These included, from south to north, Chicken Gulch, Pine Tree-Josephine, Crown 
Point and Queen Specimen-Succedo. A total of 72,393 feet of surface drilling was 
conducted on the targets which included 65,158 feet of reverse circulation (140 holes), 3,925 
feet of rotary (18 holes) and 3,310 feet of core (16 holes).  The Pine Tree-Josephine target 
area, which contains the largest historical resource on the Fremont Property, was explored 
by 54,113 feet of vertically oriented reverse circulation drilling in 115 holes drilled 
nominally on 100- foot centers. 
 
In addition to the drilling underground channel sampling, geochemical soil survey, and an 
induced polarization (IP) geophysical survey were completed between 1984 and 1986.  In 
1986, bulk samples (216 tons in total) were collected underground from the #11 level and #6 
level crosscuts at the Pine Tree mine following the 1984 refurbishment of the adit and drifts.  
An extensive metallurgical testing program was conducted from 1986 through 1988 on 216 
tons of bulk samples collected from underground workings in 1986, with approximately 30 
separate metallurgical reports completed.  Historically the Pine Tree–Josephine ore was 
treated by a combination of gravity concentration and flotation to concentrate gold values 
into pyritic concentrate (averaging 1.2 to 1.4 oz/ton gold) that was then smelted elsewhere 
(Beacon Hill, 1991).   The ore was found to contain pyrite, arsenopyrite and graphic 
carbonaceous material in largely ankerite gangue.  Gold occurred as free and encapsulated in 
the sulphide minerals.  The ore is considered refractory due to the “preg robbing” 
characteristics of the carbonaceous material and the fact that the gold is contained with the 
sulphide minerals.   
 
Cyanidation of concentrate yielded less than 50% recovery even after fine grinding due to 
the carbanceous material selectively absorbing the gold bearing cyanide solution.  Scoping 
test work was conducted using roasting, bio-leaching, the “Arseno process”, and aqueous 
pressure oxidation yielding recoveries of 90%, 84.5%, 80.9% and 72.3%, respectively.  
Later, in 1990, batch bio-leaching tests with pre-aeration gave gold recoveries of 91.2% and 
93.7% for different zones of mineralization.  Recoveries for all tests, depending on the 
process, ranged from 72.3% to 93.7%. 
 
Beacon Hill (1991) reports oxide mineralization, amenable to heap leaching, represented 1/6 
to 1/7 of the total resource in the Pine Tree-Josephine deposit.  Cyanide column tests on this 
gold-bearing oxide mineralization crushed to -2 inch gave recoveries in the 75-85% range 
over  six days. 
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Beacon Hill Consultants, Ltd. issued an April 1991 summary report recommending a 
primary crushing, SAG/ball milling, flotation, fluid bed roasting, carbon-in-leach (CIL) 
cyanidation and gold recovery by pressure stripping and electrowinning.  The roaster off-gas 
cleaning circuit included arsenic trioxide collection and sulphuric acid production. 
 
A feasibility report was issued by Wright Engineers Ltd. in 1986 and revised several times 
as the project continued through various phases of permitting for two open pits (to 800 ft), 
Pine-Tree Josephine and the Queen Specimen.   Beacon Hill Consultants Ltd. (1989/1991 
reports) also looked at underground mining and found it potentially feasible (at US$425/oz 
gold) if resources and subsequently developed reserves in the range of 9-11 million tons 
grading 0.11 to 0.12 ounces per ton gold could be delineated.  A US$1.2M surface and 
underground drilling program was proposed by Beacon Hill Consultants Ltd., but was never 
carried out. 
 
In 2008 Global Mining Explorations Ventures LLC (who later became Precision Gold LLC) 
of Phoenix, Arizona took a one year option on the Fremont Property from the Mondo 
Family Trust and completed a 27 vertical hole drilling program totaling 538.25 feet on the 
tailings in Hell’s Hole Gulch below the portal to the Pine Tree mine.  A track mounted sonic 
drill operated by Resonant Sonic International Drilling Company was used. Drilling of the 
tailings was done on a 100 foot grid pattern and tested an area 560 feet long and 465 feet 
wide at the northwest end and 175 feet wide at the southeast end of the tailings area.  Smith 
(2008) reported an historical resource from this work of 82,237 tons grading 0.026 oz/ton 
gold.  This historical resource did not include any categories and does not meet CIM or 43-
101 standards, and should not be relied upon. 
 
Upon assuming possession of the Fremont Property in March 2013, the Corporation began 
rehabilitating the 6,000 sq ft metal building and offices, securing the Property (fixed fences, 
installed new gates, signage, and hauled of years of trash that had been dumped onto the 
property).  The Corporation has now completed the initial renovation of the building/office, 
water well and maintenance of the existing roads.  This site is now utilized as Fremont Gold 
Mining LLC’s (the Corporation’s US subsidiary) offices and core logging facilities.  The 
Corporation has also cleared nearly twelve miles of previously installed access roads of 
brush, established fire breaks and perimeters, completed a well pump test and water quality 
check.  The Corporation has worked with the Mariposa County to secure the necessary 
permits required for this work and is working closely with the County administrators to keep 
them informed progress on the project. 
 
As part of its confirmatory drilling program, the Corporation has completed twinning 14 of 
the original 115 Pine Tree-Specimen deposit reverse circulation (RC) holes drilled in 1985.   
A total of 6,487 feet of drilling was started on May 9, 2012 and completed on June 12, 2013.  
The core is now being logged and will subsequently be assayed.  This drilling will also test 
for footwall mineralization.  An independent technical report on the Fremont Property that 
will bring the historical resource estimate for the Pine Tree-Josephine deposit (see section 
4.1.3) into compliance with the definitions used in NI 43-10 is expected to be issued in the 
fall.   



CALIFORNIA GOLD MINING INC. (FORMERLY UPPER CANADA GOLD CORPORATION) PAGE 19 

MANAGEMENT DISCUSSION AND ANALYSIS 

FOR THE NINE MONTHS ENDED MAY 31, 2013 AND 2012 

 
 
The historic scanned maps and plans are being converted from raster images to vectors in 
preparation of creating a three-dimensional model of the historic mining, drilling, and 
exploration work.  This model will form the basis for the exploration, resources estimates 
and mine planning going forward.  Survey work tying in the historic mine grid system to the 
California State Plan, Lat/Long, and UTM grids has started.   
 
Community engagement activities including site tours, meetings with local neighbors and 
environmental groups, county officials and the local newspaper has started and will continue 
throughout the project to ensure that all stakeholders are informed about the project.   
 
Initial quotations have been received for the preparation of an Environmental Impact Report 
(EIR) that will be required in support of applications for necessary permits.  Additional 
metallurgical drilling (for bulk samples), confirmatory drilling (for additional resource 
confirmation on the Queen Specimen deposit), and new exploration drilling is planned for 
the fall 2013. 

 

4.1.3 Fremont Property Historical Mineral Resources 

 

None of the historic estimates contained in this section meet CIM or NI 43-101 

standards for mineral resources or mineral reserves, and should not be relied upon.  

 
The Burgoyne Report (2013) reports that an historical resource called a "geological reserve" 
for the Pine Tree-Josephine gold deposit based on assay and geological information from 
vertical reverse circulation drill holes and limited surface trenching and underground 
workings completed in 1985 and 1986. The historical resource consists of 8.29 million tons 
grading 0.085 ounces per ton gold in the historical “drill indicated” category at a 0.025 
ounce per ton gold cut-off; and additional 1.597 million tons grading 0.078 ounces per ton in 
the historical “drill inferred” category.  This historical resource was obtained from the 1988 
study by Derry, Michener, Booth & Wahl (DMBW) and is considered to be reliable.  A 

qualified person has not done sufficient work to classify the historical estimate as a 

current mineral resource and the Corporation is not treating the historical estimate as 

a current mineral resource.  The categories of the resource are equivalent to the CIM 
Definition Standards except that DMBW’s use of “geologic reserve” is the equivalent of 
historical mineral resource  and the terms “drill indicated reserve” and “drill inferred 
reserve” are the equivalent of historical indicated and inferred resources, respectively.  A 
series of recommendations have been given in the Burgoyne Report (2013) to upgrade the 
historical estimate to a current mineral resource and are described below. 
 
There were many resource estimates made and published during recent historical work as 
identified in the Burgoyne Report (2013), however, the author was of the opinion that only 
the report entitled "Geologic Reserve Study, Goldenbell Property, Mariposa County, 
California” completed by I.S. Parrish, CPGS #4612, FGAC #F1662 and Thomas V. Mullen, 
Jr., CPGS #6043, FGAC #4490 of Derry, Michner, Booth & Wahl, Inc. ("DMBW") dated 
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May 6, 1988” (the "DMBW Study"), was relevant and reliable for historical reporting 
purposes. 

HISTORICAL "MINERAL RESOURCE ESTIMATE"  
FOR FREMONT PROPERTY BY DMBW 

(0.025 oz/ton Au cutoff) 

 

Resource  

("Geologic Reserve")
(1)

 

Category 

Tons Au Grade 

(oz/ton) 

Contained 

Ounces
(3)

 

"Drill Indicated" 8,085,900 0.086 693,929 

"Drill Indicated"  
"Diorite Ore" (2) 

204,200 0.040 8,255 

"Drill Indicated Total" 8,290,100 0.085 702,184 

"Drill Inferred" 1,597,300 0.078 124,781 

 

This historical resource is not being treated as a current mineral resource and should 

not be relied upon. 

 

Notes: 
 

1. The historical resource (called “geologic reserves”) were categorized as “drill 
indicated” (including "proven and probable" categories) or as "drill inferred". 
DMBW did not distinguish between "proven" and "probable" (or modern day 
measured and indicated) categories. The Burgoyne Report (2013) reviews the 
sections and plans and the strong continuity of mineralization both along trend 
and down dip and concludes that a good part of the resource is in the historical 
measured category.  The 1986 Wright Engineers study (note below) defined 
approximately 94% of the historical resource into an equivalent measured 
category. No allowance was made for mining to a pre-determined bench height or 
for waste or low grade dilution, or for any anticipated "ore" losses. 

2. "Diorite Ore" was separated due to its relative low grade and possible different 
metallurgy. 

3. Contained ounces may differ due to rounding. 
 
This DMBW historical resource is not being treated as a current mineral resource in the 
Burgoyne Report (2013) and should not be relied upon.  Further, the Corporation is not 
treating the DMBW historical resource or any other historical resource estimates as current 
mineral resource or mineral reserve.  
 
The Burgoyne Report (2013) discusses in detail the historical resource estimates and gives 
the appropriate sources of information, comments on the relevance and reliability and the 
assumptions and parameters to prepare said historical estimates.  The uses of historical 
mineral resource categories relative to current CIM use is addressed.  
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The Burgoyne Report (2013) determined and defined three specific areas or targets where 
there is mineral potential: 
 
1) Queen Specimen – presently considered for its mineral potential.  In 1986, Wright 

Engineers reported an historical “mining reserve” and in 1989 Northwest Gold reported a 
mineral resource for the Queen Specimen; however, these historical resource and reserve 
estimates are not considered relevant in the Burgoyne Report (2013) and rather the target 
is being treated as a mineral potential.  On the basis of eight vertical drill holes on five 
separate sections a zone of potential mineralization having the following dimensions is 
present.  The Burgoyne Report (2013) presents two separate scenarios and consequently a 
range in grade and potential tons. 

 

Scenario 1 – trend of 1,200 feet, down dip length of 500 feet, and approximated true 
thickness of 30 feet and using 12 cubic feet per ton gives an in situ tonnage of 1.50 
million tons with gold grades varying from 0.030 to 0.12 ounces per ton (using a 
0.025 ounce per ton gold cut off) and weight averaging 0.075 ounces per ton.   
 
Scenario 2 – trend of 1,400 feet, down dip length of 600 feet, and approximate 
thickness of 33 feet and using 12 cubic feet per ton gives an in situ tonnage of 2.3 
million tons with gold grades varying from 0.03 to 0.12 ounces per ton and again 
using a 0.025 ounce per ton gold cut off. 

 
2) Down-dip Extension of the Pine Tree–Josephine Deposit –below any considered open 

pit scenario.  This area is found over a 2,000 foot strike length from Sections 20000 to 
22000 and over a vertical distance of 800 feet from the Pine Tree Level, which is at 
approximately the 1,860 foot elevation to the 1,060 foot elevation.  This is a down dip 
distance of approximately 1,000 feet.  The average thickness of the combined mineralized 
zone is in the order of 95 feet.  In an attempt to evaluate the underground potential which 
would be amenable to underground mining, ABM Gold reviewed the existing drilling and 
underground sampling data in the vicinity of the Pine Tree Level (see above).  Plan 
outlines of mineralization at the 0.05, 0.06 and 0.07 oz/ton cut off grades were 
constructed at the Pine Tree Level since this level has the most extensive workings and 
available data.  The cut offs selected by ABM Gold reflected, at the time in 1988, the 
expected range of mining costs for a bulk underground mine for a 4,000 tpd operation.  
Potential is summarized as: 
 

Cut Off Grade 

(oz/ton Au) 

Tons / 

Vertical 

Ft 

Grade 

(oz/ton Au) 

Oz Au/ft Potential 

Tons 

(millions) 

0.05 11,300 0.123 1,390 9.0 

0.06 9,400 0.132 1,243 7.5 

0.07 8,800 0.136 1,200 7.0 

 
This above table thus gives a range in tons and gold grade depending on the tons/vertical 
foot defined and the respective gold cut off grade. 
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3) Footwall Mineralization of the Pine Tree-Josephine Deposit – based on limited 
assaying of mineralization extending into the footwall from the 1985 reverse circulation 
drilling.  No quantifiable mineral potential can be estimated, as there is not enough data, 
although further drilling into the footwall of the deposit is required to confirm this 
mineral potential. 

 

The potential quantity and grade of the above targets is conceptual in nature and there 

has been insufficient exploration to define a mineral resource; it is uncertain if further 

exploration will result in the targets being delineated as a mineral resource. 

 

4.1.4 Recommended and Planned Work Schedule for the Fremont Property 

 
The Burgoyne Report (2013) recommends further exploration for gold mineralization within 
the Pine Tree Deposit.  The down-dip mineral potential in the Pine Tree deposit is defined as 
ranging from 7 to 9 million tons grading from 0.12 to 0.15 ounces per ton gold as further 
detailed in the Burgoyne Report (2013).  The Burgoyne Report (2013) states that there is a 
significant potential to develop an underground resource below the open pit resource at the 
Pine Tree-Josephine deposit reported by previous consultants and engineers who studied the 
Fremont Property between 1988 and 1991.  The potential quantity and gold grade is based 
upon a “conceptual Underground Mining Plan” completed in January 1989 by Beacon Hill 
Consultants.  This “Plan” was based upon historical drilling and sampling.  The potential 

quantity and grade is conceptual in nature and there has been insufficient exploration 

to define a mineral resource and it is uncertain if further exploration will result in the 

target being delineated as a mineral resource. Recommendations are made for further 
drilling.  The Burgoyne Report (2013) also reviews previous work on the Fremont Property 
including a conceptual underground mine plan for a mechanized bulk mining operation, 
using sub-level long hole stoping, to produce 2,500 to 4,000 tons per day.  However, current 
economic viability has not been determined and there is no certainty this potential 
production would be practical. 
 
The Burgoyne Report (2013) describes all historical resource estimates and details the 
following required work to be done on the DMBW historical resource to upgrade the 
historical figures to a current resource: 
 
Phase 1 
 

• Base line environmental monitoring; 

• 6,720 ft HQ diameter diamond drilling program that twins representative historic 
reverse circulation holes and tests for gold mineralization in the footwall of the Pine 
Tree-Josephine deposit; and 

• Create a three dimensional wire frame block model resource estimate that includes 
both sulphide and oxide gold components. 
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The Burgoyne Report (2013) estimated that Phase 1 would cost approximately 
US$763,900.  Subsequent to receiving the Burgoyne Report (2013), the Corporation has 
completed the drilling program which included 6,487 ft of HQ drilling.  The additional 
233 ft recommended in the Burgoyne Report (2013) could not be completed due to 
difficulty encountered when the drill intercepted old mine workings. 

 
Phase II  (subject to availability of funds and satisfactory completion of Phase I): 
 

• Metallurgical review study and initiation of metallurgical study on Phase 1 drill core; 

• 6,500 ft of HQ diamond drilling on Queen Specimen, twinning historic RC holes to 
confirm historic resource and identify additional mineralization; 

• 21,500 ft of exploration diamond drilling to test down dip underground exploration 
potential of the Pine Tree-Josephine deposit; 

• Initiate a 3-D IP survey (Quantec Geoscience Orion & Titan system to begin 
development for deep drill targets of the main vein at depth, and also to test for other 
structures. 

 
The Burgoyne Report (2013) estimated that Phase II would cost approximately 
US$3,186,000. 

 
At the Queen Specimen target to the north of the Pine Tree-Josephine deposit, an historical 
“reserve” is reported; however, this “reserve” does not meet CIM or NI 43-101 requirements 
and cannot be relied upon.  The target is being treated as a mineral potential.  The potential 
quantity and grade is based upon eight vertical drill holes on five separate sections and an 
historical “reserve” study to define a zone of potential mineralization ranging from 1.5 to 2.3 
million tons grading from 0.030 to 0.12 ounces per ton gold as further detailed in the 
Burgoyne Report (2013).  The potential quantity and grade is conceptual in nature and 

there has been insufficient exploration to define a mineral resource and it is uncertain 

if further exploration will result in the target being delineated as a mineral resource.  

Recommendations are made for further drilling. 
 
An additional 6,500 ft of reverse circulation (or alternatively HQ oriented drill core) is 
expected to be drilled on the Queen Specimen target to confirm mineral potential 
(previously only 9 RC angle holes had been drilled).  Samples from all of the drilling will be 
used to confirm previous metallurgical work. 
 
The historic data digitization is being completed to create a three dimensional wire frame 
and modern block models for mine planning and resource modeling.  As a part of the 
Corporation's investigations prior to acquiring the Fremont Property, a Phase 1 
Environmental Site Assessment report was prepared by HerSchy Environmental Inc.  The 
Corporation is evaluating several mining scenarios that were contemplated in the 1980’s.  
Once that evaluation is completed and a general project plan is crafted, then formal “project” 
will be presented to Mariposa County under CEQA regulations and that begins the formal 
review for the Environmental Impact Report (EIR).  An initial quotation for the preparation 
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of an EIR has been received, and additional quotations will be solicited as the project scope 
progresses.   
 
Longer term, and depending on the results of the initial drilling, an advanced geophysical 
property survey will be initiated to delineate potential for en echelon and parallel faulting 
targets, as well as delineate potential targets at depths of nearly 10,000 ft (utilizing state of 
the art geophysics).  Drilling in the 1980’s has only extended to a maximum depth of 
approximately 900 ft, whereas historic mining (1844 to 1941) only extended an additional 
500 or so feet below that (due to water issues in the historic workings).  Typical California 
Mother Lode mines can extend to depths of 3,000 to 5,000 ft. 
 
The Corporation believes that the California Mother Lode (the prolific producing over 50+ 
million ounces from the 1840’s through the 1950’s) northwest trending Melones Fault Zone, 
which extends 120 miles along the western edge of the Sierra Nevada mountain range) 
contains a unique and rare opportunity for high value gold targets with near term production 
scenarios.  The Corporation is actively reviewing other properties and acquisitions, and 
intends to be a leader in the development of these opportunities through the use of state of 
the art technologies, rapid and efficient due diligence and environmental 
planning/permitting, and strategic acquisitions and partnerships.   
 
The Corporation also recognizes that any exploration or development involves respect for 
the environment and an obligation to provide sustainable, long term benefits to the local 
communities in which we operate.  Success will come from a recognition that all 
stakeholders (shareholders, employees, vendors, and our communities) will benefit from our 
actions and projects.   
 

4.1.5 Responsibility for Disclosure of Scientific and Technical Information  

 

Eric Moeller, the Chief Operating Officer of the Corporation and a qualified person under 
NI 43-101, has reviewed and approved the disclosure of technical and scientific information 
in this document. 
 

4.2 Dingman Property 

 

4.2.1 General Overview 

 

The Dingman Property comprises a group of mining claims and certain surface rights 
covering a gold exploration project located near Madoc, Ontario that is located 
approximately 55 kilometres north of Belleville, Ontario.  The Dingman Property mineral 
interests are subject to a 2% net smelter royalty, one-half of which may be purchased by the 
Corporation at any time for $250,000.  The Corporation also has a right of first refusal on 
the other one-half of the royalty.  The Corporation acquired the Dingman Property from 
Opawica on January 29, 2010.   
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The ore body on the Dingman Property is within low grade metamorphic rocks of the 
Grenville Supergroup. The Dingman Property hosts the Dingman granite which had historic 
reported resources that were reported prior to the coming into force of National Instrument 
43-101 – Standards of Disclosure of Mineral Projects (“NI 43-101”), and in any event, all 
historic resources have been superseded by the current NI 43-101 compliant resources 
outlined in the NI 43-101 report undertaken by Scott Wilson Roscoe Postle Associates Inc. 
(“SWRPA”) entitled “Technical Report on the Mineral Resource Estimate for the Dingman 

Gold Project, Madoc, Southern Ontario, Canada” (the “SWRPA Report”) dated January 31, 
2011 authored by William E. Roscoe, Ph.D., P.Eng. (a qualified person as defined in NI 43-
101), for the Corporation which was filed on SEDAR on February 8, 2011.  Based on the 
recommendations in the SWRPA Report, the Corporation commissioned the completion of a 
technical report that qualifies as a preliminary economic assessments from Roscoe Postle 
Associates Inc. (“RPA”) entitled “Technical Report on the Preliminary Economic 

Assessment of the Dingman Gold Project, Madoc, Southern Ontario, Canada”(the “PEA”) 
dated April 30, 2013 authored by Jason J. Cox, P. Eng. and William E. Roscoe, Ph.D., 
P.Eng. (both qualified persons as defined in NI 43-101) which was filed on SEDAR on May 
17, 2013. 
 
The current NI 43-101 compliant gold mineral resources are outlined below under Section 
4.2.4 – Mineral Properties – Dingman Property – Dingman Property Gold Mineral 

Resources.  The Dingman granite consists of an elongated intrusive of about 800 metres in 
length, up to 140 metres wide and is at least 600 metres deep and is situated within impure 
calcitic marble between two larger felsic intrusive bodies. It is altered and deformed and 
contains gold mineralization associated with quartz veining in zones of strong alteration.   
 
Additional information concerning the Dingman Property is available in the SWRPA Report 
and in the PEA. 

 

4.2.2 Surface Rights 

 
 Western Surface Rights 

 
For the nine months ended May 31, 2013, the Corporation and its contractors accessed the 
western portion of the Dingman Property under rights of access granted to the Corporation 
under the Mining Act (Ontario).  Effective as of February 2, 2012, the Corporation 
terminated the former access agreement under which it had accessed the western portion of 
the Dingman Property.  The Corporation has made a claim against the surface rights owners 
on account of interference with the Corporation’s rights under the agreement.  The surface 
rights owners have counterclaimed against the Corporation for $99,000 on account of 
alleged fees owing under the surface rights agreement.  The Corporation is proceeding with 
its claim, denies any further amounts are owing and is pursuing the matter before the courts.  
Since the termination of the access agreement, the Corporation and its representatives have 
successfully continued to access the western surface area of the Dingman mineralized zone 
pursuant to California Gold’s rights under the Mining Act (Ontario). 
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 Eastern Surface Rights 
 

Effective as of October 8, 2010, the Corporation entered into a new surface rights agreement 
with respect to the eastern half of the Dingman gold zone.  The agreement provides the 
Corporation with access and exploration rights for a period of one year in exchange for 
payment by the Corporation of $32,000 which was paid upon entering into the agreement.  
The agreement can be renewed for five additional periods of one year each upon the 
payment of an additional $15,000 by the Corporation for each renewal.  The Corporation has 
not yet elected to renew this agreement for the period commencing October 8, 2011 and as 
of the Report Date, the surface rights owner has not made any demands in this respect.  In 
addition, the Corporation has agreed to pay the surface rights owner a fee of $1,500 per drill 
hole setup.  The agreement covering the eastern surface rights also confers upon the 
Corporation the option to acquire 100% of the surface rights to 162 acres, as well as certain 
subsurface rights, at a price equal to three times the average appraised value of the surface 
rights (valued for farming use) as determined by three appraisers, but in no event shall the 
appraised value exceed $1,500,000. 

 

4.2.3 Work Performed and Planned at the Dingman Property 

 

In June 2012, the Corporation received an environmental baseline sampling and regulatory 
review report (BLS Report) from Dillon Consulting Limited.  Dillon's work focused on 
environmental baseline sampling that included soil, surface water and well water in order to 
assess current environmental conditions at the Dingman Property.  Upon completion of a 
satisfactory PEA, discussed further below, the results of the BLS Report will be used to 
support the process for obtaining necessary permits and approvals from regulatory agencies. 
 
Based on the recommendations in the SWRPA Report, the Corporation commissioned the 
completion of a preliminary economic assessment (the “PEA”) from Roscoe Postle 
Associates Inc. (“RPA”).  The Corporation has now received the final PEA for the Dingman 
Project from RPA.  The PEA concluded, in part, that the life of mine plan for the Dingman 
Project indicated that mining and processing of 10.64 Mt at an average grade of 0.92 g/t Au 
with a mine life of five years, had the potential to produce approximately 290,000 ounces of 
gold.  RPA estimated that the break-even pre-tax undiscounted cashflow for the Dingman 
Project could occur at a gold price of approximately US$1,650 and that using a gold price of 
US$1,825, the Dingman Project could achieve an internal rate of return of 15%.  At a base 
gold price of US$1,500/oz, the PEA concluded that the Dingman Project was not expected 
to be economically feasible.   
 
The PEA is based upon the mineral resource estimate contained in the SWRPA Report.  The 
PEA is preliminary in nature and includes inferred mineral resources that are considered too 
speculative geologically to have the economic considerations applied to them that would 
enable them to be categorized as mineral reserves, and there is no certainty that the PEA will 
be realized.  The basis of the PEA included conventional open pit mining carried out by 
contractors, and processing of 6,100 tonnes per day by gravity and flotation concentration, 
followed by leaching.  Key economic inputs included a gold price of US$1,500/oz, 
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metallurgical recovery of 92.3%, initial capital costs of C$152 million, and life-of-mine 
operating costs averaging C$27 per tonne milled.  Total cash cost was estimated to be 
US$1,071, and total production cost was estimated to be US$1,573.  The above information 
reflects only part of the information set out in the PEA which is meant to be read as a whole.  
Readers are encouraged to review the entire PEA on SEDAR.  
 
The Corporation continues to review its options for the Dingman Project. 
 

4.2.4 Dingman Property Gold Mineral Resources 

 
In November, 2010 Scott Wilson Roscoe Postle Associates Inc. was commissioned to 
update the mineral resource based on all drill hole and channel sample data and that 
incorporated a preliminary open pit design (the “SWRPA Report”). 
 
The mineral resource estimates in the SWRPA Report are classified as indicated and 
inferred at a cut-off grade of 0.40 g/t and are summarized in the table below using a gold 
price of US$1,200 per ounce.  The indicated mineral resource for the Dingman Project was 
estimated to be 11,600,000 tonnes, averaging 0.97g/t Au for 361,000 oz Au.  The inferred 
mineral resource for the Dingman Project was estimated to be 1,700,000 tonnes, averaging 
0.73 g/t Au for 40,000 oz Au.  The mineral resource estimates for Dingman are not mineral 
reserves and do not have demonstrated economic viability.  This mineral resource estimate 
for the Dingman Project was completed under the supervision of William E. Roscoe, Ph.D., 
P.Eng. of Scott Wilson Roscoe Postle Associates Inc., who is a qualified person as defined 
in NI 43-101. 
 

DINGMAN PROJECT MINERAL RESOURCE ESTIMATE –  
DECEMBER 21, 2010 

 

Classification Cut-off 

Grade 

Au (g/t) 

Tonnes 

(millions) 

Au 

(g/t) 

Au  

(000s oz) 

Indicated 0.40 11.6 0.97 361 

Inferred 0.40 1.7 0.73 40 

 
Notes: 

1. CIM definitions were followed for Mineral Resources. 
2. Mineral Resources are estimated at a pit discard cut-off grade of 0.4 g/t Au. 
3. Mineral Resources are estimated at a gold price of US$1,200 per ounce. 
4. High gold assays are cut to 30 g/t Au. 
5. Bulk density of 2.71 t/m3 is used. 
6. Numbers may not add due to rounding 

 
The Dingman resources are situated within one mineralized zone and the large majority of 
the resources, including all of the indicated resource, are within 200 metres of surface.  The 
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Dingman zone is open to depth and has some potential for further gold mineralization on 
strike to the east.   
 
All statistical, geostatistical, mineralization modeling, grade modeling and classification 
work for the SWRPA Report was done using Gemcom software.  In addition, all gold assay 
values above 30 g/t Au were cut to 30 g/t Au.  The block model for mineral resource 
estimate used a block size of 10m by 5m by 10m and was based on the drill hole spacing, 
continuity of data and the proposed open pit mining method with an estimated 1:1.2 
stripping ratio. 
 
The Ordinary Kriging (OK) interpolation method was used for resource estimation purposes 
in the SWRPA Report using variography parameters defined from geostatistical analysis.  
SWRPA defined the mining costs and technical parameters used to model the open pit shell 
at a gold price of $US 1,200 per ounce. 
 
The SWRPA Report incorporated the 2010 drilling by the Corporation.  Resources were 
estimated by kriging and checked for consistency by estimating the resources by the inverse 
distance squared method. There was good agreement between the two resource estimation 
methods. 
 

4.2.5 Dingman Property Aggregate Products Indicated Resources 

 
The SWRPA Report did not update the resource estimate found in a previous technical 
report on the Dingman Property that was completed by Shaft and Tunnel Engineering 
Services Ltd. (“Shaft & Tunnel”) for Opawica in 2009.  Shaft & Tunnel’s report for 
Opawica (the “August 2009 Technical Report”) entitled “Technical Report on the Dingman 
Gold Property, Madoc, Ontario, Canada”, dated August 31, 2009 and authored by Robert 
Laakso, P.Eng (as qualified person under NI 43-101) was filed on SEDAR on August 31, 
2009.  The August 2009 Technical Report reports that, as a result of Opawica’s 2009 
exploration program on the gold bearing granite, additional information regarding the host 
rocks had been determined.   
 
The granite intrusive stock intrudes a limestone (marble) formation that is a source for 
limestone in the area. There is very little overburden covering the limestone while the 
granite is totally exposed as a prominent hill in the area. The August 2009 Technical Report  
defined 75,000,000 tonnes of indicated resources of granite and limestone aggregate exist on 
the property and this estimated granite and limestone aggregate resource is also disclosed in 
a subsequent report prepared by Shaft & Tunnel for the Corporation entitled “Technical 
Report on the Dingman Gold Property Madoc, Ontario, Canada” (the “Shaft & Tunnel 
Report”) dated September 15, 2009 authored by Robert Laakso, P.Eng. (a qualified person 
as defined in NI 43-101), for the Corporation which was filed on SEDAR on December 21, 
2009. 
 
The August 2009 Technical Report indicates that limestone is a marketable commodity in 
the Toronto, Ontario, corridor from Burlington to Kingston, Ontario, as aggregate for road 
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base, concrete, rip-rap and ornamental stone.  In addition to limestone, a quantity of the 
waste rock from the stripping of the proposed open pit model for the gold resources will be 
the granite itself. 
 
The granite does not contain any deleterious elements which enable this aggregate to be 
prospectively used in the manufacture of asphalt.  Recent quotations for the various products 
from similar quarries in this part of Ontario range from $8 per tonne to $10 per tonne F.O.B. 
mine site. 
 
The Corporation undertook to have representative samples, of approximately 100kg each, of 
the intrusive rocks and the limestones sent for testing of their suitability for aggregate.  Both 
rock types tested were found to be suitable for aggregate use. 
 
Depending on pit design, the cost of producing like aggregates from open pits in this area 
ranges from CAD$4.30 to CAD$5.45 per tonne. These costs were obtained from local 
aggregate mine contractors. These are current estimates only and do not constitute executed 
contracts with mine contractors or for the purchase of aggregate products at this time. Such 
contracts cannot be completed until mine or quarry permitting has been obtained and mining 
operations commissioned.  Mine or quarry permits have not at this time been obtained by the 
Corporation. 
 

5. LIQUIDITY & CAPITAL RESOURCES 

 
Cash and cash equivalents as at May 31, 2013 were $1,792,926 compared to $699,308 as at 
August 31, 2012.  Factors that could impact on the Corporation’s liquidity are monitored 
regularly and include the market price of the Corporation’s trading securities for the 
purposes of raising financing, exploration expenditures, and operating costs. 
 
The most significant cash transactions during the nine months ended May 31, 2013 
included: 

 

• receipt of gross proceeds of $8,000,000 following the completion of a private 
placement on February 15, 2013; 

• payment of USD$4,999,949 to the vendor of the Fremont Property upon closing the 
acquisition of the Fremont Property; 

• payment of USD$354,129 on account of drilling and other exploration and 
development costs at the Fremont Property; and 

• payment of a finder’s fee of USD$253,600 to a third party as a finder's fee on 
account of the completed acquisition of the Fremont Property; 

• payment of a one-time bonus of $150,000 to the Corporation’s President on account 
of the Corporation’s successful acquisition of the Fremont Property; 

• a payment of USD$40,000 on account of the extension payment made to the vendor 
of the Fremont Property as announced on October 12, 2012. 
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As at May 31, 2013, the Corporation had a working capital surplus of $1,686,122 as 
compared to a working capital surplus of $598,826 as of August 31, 2012.  The Corporation 
has not historically generated enough revenues to offset its expenses.  The Corporation’s 
ability to continue as a going concern depends on its ability to finance its cash requirements 
through the issuance of equity securities or other financing.  For more information on risks 
and uncertainties facing the Corporation, see Section 13 – Risks and Uncertainties. 
 
As of May 31, 2013, accounts receivable and accrued interest of $33,012 consisted primarily 
of HST receivable of $32,112. 
 
As of May 31, 2013, accounts payable and accrued liabilities of $198,217 consisted of 
$176,379 in trade payables and $21,838 in accrued liabilities. 

 

5.1 Operating Cash Flow 

 
The Corporation is considered to be in the exploration and development stage and as such, 
does not earn any significant revenue.  The Corporation has not historically generated 
enough revenues to offset its expenses.   
 
For the nine months ended May 31, 2013, cash outflow expended on operations before 
changes in non-cash working capital items was $1,557,938 compared to an outflow of 
$607,401 for the nine months ended May 31, 2012.  Changes in non-cash working capital 
items for the nine months ended May 31, 2013 were $6,321 compared to ($35,369) for the 
nine months ended May 31, 2012 resulting in net cash outflows from operations of 
$1,551,617 for the nine months ended May 31, 2013 and outflows of $643,040 for the nine 
months ended May 31, 2012. 
 

5.2 Investing Activities 

 
For the nine months ended May 31, 2013, the Corporation had cash outflows of $4,891,894 
associated with the purchase of fixed assets, the portion of the purchase price of the Fremont 
Property that was capitalized and improvements to the land.  This compared to a cash inflow 
of $220,644 on investment activities for the nine months ended May 31, 2012.  The cash 
inflow from investing activities observed during the nine months ended May 31, 2012 was 
on account of a refundable deposit of $221,253 received by the Corporation following the 
abandonment of its initial attempt to acquire the Fremont Property in September 2011. 
 

5.3 Financing Activities 

 
For the nine months ended May 31, 2013, the Corporation had cash inflows of $7,709,334 
associated with financing activities net of financing costs.  This cash inflow resulted from 
the issuance by the Corporation of 80,000,000 units for gross proceeds of $8,000,000.  Each 
unit was issued at a price of $0.10 per unit.  Each unit comprised one common share and 
three quarters of one common share purchase warrant with each warrant entitling the holder 
thereof to acquire a further common share of the Corporation at a price of $0.15 until 



CALIFORNIA GOLD MINING INC. (FORMERLY UPPER CANADA GOLD CORPORATION) PAGE 31 

MANAGEMENT DISCUSSION AND ANALYSIS 

FOR THE NINE MONTHS ENDED MAY 31, 2013 AND 2012 

 
February 8, 2017 (as to 49,687,500 warrants) and February 15, 2017 (as to 10,312,500 
warrants).   
 
For the nine months ended May 31, 2012, the Corporation had cash inflows of $589,251 
associated with financing activities.  This cash inflow resulted primarily from the issuance 
by the Corporation of 12,000,000 units for gross proceeds of $600,000.  Each unit was 
issued at a price of $0.05 per unit.  Each unit comprised one common share and one 
common share purchase warrant with each warrant entitling the holder thereof to acquire a 
further common share of the Corporation at a price of $0.10 until December 30, 2016.  
Insiders of the Corporation subscribed for 6,800,000 units of the private placement. 
 

5.4 Commitments 

 
The Corporation’s only subsidiary was committed to annual rental payments of $26,400 for 
a building at 2296 Islington Avenue North (“Weston Location”) under a lease agreement, 
which expired July 31, 2012.  The Weston Location was in turn subleased by Washmax 
(Weston) Ltd. to an arm’s length tenant for annual rental revenue of $26,400.  The sublease 
also expired on July 31, 2012.  Upon their expiration, neither the lease nor the sublease was 
renewed.  During the term of the lease and the sublease, the subtenant commenced court 
proceedings against the landlord and Washmax (Weston) Ltd.  See the fourth paragraph of 
Section 1 – Overview, for a description of the proceedings and claims between the landlord, 
the subtenant and Washmax (Weston) Ltd.  
 
On June 1, 2011 the Corporation entered into an agreement with First Metals Inc. for shared 
office space.  The Corporation paid base rent of $21,000 per annum plus a share of certain 
operating costs.  Effective as of August 30, 2012, First Metals Inc. and the Corporation 
elected to terminate the cost sharing agreement without further liability to either party.  
However, effective as of March 1, 2013, the Corporation and First Metals entered into a new 
cost sharing agreement substantially similar to the previous one.  Unless terminated earlier, 
this cost sharing agreement will otherwise end on July 30, 2014. 
 

5.5 Sources of Financing 

 
The Corporation’s ability to continue as a going concern depends on its ability to finance its 
cash requirements through the issuance of equity securities or other financing.  It is not 
possible to predict the Corporation's ability to fund its cash requirements in the short term 
(see Section 13 – Risks and Uncertainties). 
 

6. OFF-BALANCE SHEET ARRANGEMENTS 

 
The Corporation currently has no off-balance sheet arrangements with any parties. 
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7. TRANSACTIONS WITH RELATED PARTIES 

 

Included in expenses for the nine months ended May 31, 2013 are stock based compensation 
of $1,439,264 (May 31, 2012 - $32,220), management fees of $395,352 (May 31, 2012 - 
$131,475) and occupancy costs of $10,819 (May 31, 2012 - $38,340) paid to companies 
controlled by directors and/or officers of the Corporation.   
 
Included in expenses for the three months ended May 31, 2013 are stock based 
compensation of $657,233 (May 31, 2012 - $32,220), management fees of $139,334 (May 
31, 2012 - $131,475) and occupancy costs of $10,819 (May 31, 2012 - $12,264) paid to 
companies controlled by directors and/or officers of the Corporation.   
 
Included in expenses for the three and nine months ended May 31, 2013 are professional 
(geologist) fees of $nil (May 31, 2012 - $25,000) expensed from a company that is a 
shareholder of the Corporation.   
 
Included in accounts payable and accrued liabilities is $86,979 (August 31, 2012 - $33,969) 
owing to companies controlled by directors, officers and/or shareholders of the Corporation.   
 
The above transactions are in the normal course of operations and are measured at the 
exchange amount which is the amount agreed to by the related parties. 
 

8. CAPITALIZATION 

 
Shareholder’s equity was $6,749,667 as at May 31, 2013 compared to shareholder equity of 
$608,148 as at August 31, 2012. 
 

8.1 Share Capital 

 

The Corporation is authorized to issue an unlimited number of voting common shares, an 
unlimited number of non-voting first preferred shares and an unlimited number of non-
voting second preferred shares.  As of May 31, 2013, the Corporation had 128,640,554 
issued and outstanding common shares and 72,000,000 warrants and 764,000 broker 
warrants outstanding. As of May 31, 2013, the Corporation had 18,955,074 stock options 
outstanding (of which 18,038,407 have vested), each entitling the holder to acquire one 
common share.  The Corporation therefore had 220,359,628 common shares on a fully 
diluted basis as of May 31, 2013.  As of the Report Date the Corporation has 18,955,074 
stock options outstanding of which 18,038,407 have vested. 
 
As at the Report Date, the Corporation has 128,640,554 common shares issued and 
outstanding of which 17,050,000 are restricted from trading.  Trading restrictions will be 
removed from such common shares on dates ranging between August 14, 2013 and January 
15, 2014.  Up to 1,000,000, 12,000,000 and 4,050,000 of such shares that are restricted from 
trading and that would otherwise have such restrictions removed as of August 14, 2013, 
December 29, 2013 and January 15, 2014 respectively may become unrestricted upon the 
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approval of the board of directors of the Corporation.  Please refer to Note 5 of the Interim 
Financial Statements for further information on the Corporation's share capital.   
 
On February 8, 2013 and February 15, 2013 the Corporation completed a private placement 
made up of two tranches whereby an aggregate of 80,000,000 common shares and 
60,000,000 warrants were issued.  In addition, 562,500 common shares and 764,000 broker 
warrants were issued as finder’s fees in connection with the private placement.  Please refer 
to the eleventh paragraph of Section 1 – Overview for additional information concerning the 
private placement. 
 

8.2 Warrants 

 
As of May 31, 2013, the Corporation had 72,000,000 warrants outstanding compared to 
August 31, 2012 at which time 12,000,000 warrants were outstanding.  

 

 Number Weighted Average 

  Exercise Price 

 
Balance, August 31, 2012 12,000,000 $0.10  
 
Granted 60,000,000 $0.15 
Expired nil n/a 
Exercised nil n/a 
 
Balance, May 31, 2013 72,000,000 $0.142  

 
As at the Report Date, the Corporation has 72,000,000 common share purchase warrants 
outstanding. The following table provides information about common share purchase 
warrants outstanding and exercisable as at the Report Date: 
 

          

  Number of 

  Exercise Price   Warrants   Expiry Date  

  $0.10   12,000,000  December 30, 2016   
  $0.15   49,687,500   February 8, 2017  
  $0.15   10,312,500   February 15, 2017  
     72,000,000     

 
On February 8, 2013 and February 15, 2013 the Corporation completed a private placement 
made up of two tranches whereby an aggregate of 80,000,000 common shares, 60,000,000 
warrants and 764,000 broker warrants were issued.  Please refer to the thirteenth paragraph 
of Section 1 – Overview for additional information concerning the private placement. 
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8.3 Broker Warrants 

 
As of May 31, 2013, the Corporation had 764,000 broker warrants outstanding compared to 
August 31, 2012 at which time no broker warrants were outstanding.  

 
 

 Number Weighted Average 

  Exercise Price 

 
Balance, August 31, 2012 nil n/a  
 
Granted 764,000 $0.15 
Exercised nil n/a 
 
Balance, May 31, 2013 764,000 $0.15  

 
As of the Report Date, the Corporation has 764,000 common share purchase broker warrants 
outstanding.  Each broker warrant entitles the holder thereof to purchase one common share 
of the Corporation for a purchase price of $0.15.  The following table provides information 
about common share purchase broker warrants outstanding and exercisable as at the Report 
Date: 
 

          

  Number of 

  Exercise Price  Broker Warrants  Expiry Date  

  $0.15   764,000   February 15, 2017  
     764,000     

 

8.4 Stock Options 

 
On April 4, 2013, shareholders approved, and the Corporation adopted, a new stock option 
plan pursuant to which 25,615,000 options may be issued.  As of May 31, 2013, the 
Corporation had 18,955,074 stock options outstanding as compared to August 31, 2012 
when there were 5,200,000 stock options outstanding.  Of the outstanding options, 
18,038,407 have vested and the remaining 916,667 will vest as follows: 
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  Number of 

  Exercise Price  Stock Options  Vesting Date  

  $0.25   62,500   August 1, 2013  
  $0.25   62,500   November 1, 2013  
  $0.15   333,333   January 22, 2014  
  $0.25   62,500   February 1, 2014  
  $0.25   62,500   May 1, 2014  
  $0.15   333,334   January 22, 2015  
     916,667     
 
Issued and outstanding stock option data as of May 31, 2013 is as follows: 
 

 Number Weighted Average 

  Exercise Price 

 
Balance, August 31, 2012 5,200,000 $0.2369  
 
Granted - Vested 12,838,407 $0.1660 
Granted - Not Vested 916,667 $0.1773 
 
Balance, May 31, 2013 18,955,074 $0.1860  

 
As at May 31, 2013, the Corporation has 18,955,074 Common share purchase options 
outstanding.  The following table provides information about common share purchase 
options outstanding and exercisable as at May 31, 2013: 

           

  Number of 

  Exercise Price   Options   Expiry Date   

  $0.24   4,800,000   January 29, 2015  
  $0.20   400,000   April 18, 2017  
  $0.15   8,325,074   January 9, 2018  
  $0.15   1,300,000  January 22, 2018(1)  
  $0.24   280,000   April 4, 2018  
  $0.20   3,600,000   April 22, 2018  
  $0.25   250,000   May 14, 2018(2)  
     18,955,074      

 
Notes 
(1) Of these options, 633,333 have vested. 
(2) Of these options, none have vested. 
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8.5 Reserves 

 
Reserves are described in Note 12 of the Interim Financial Statements and are comprised of 
the following components: 
 

 Warrants 

Broker 

Warrants 

Contributed 

Surplus 

Reserves 

     

Balance, August 31, 2011 $    581,307 $    158,756 $    995,670 $ 1,735,733
 
Warrants issued (Dec. 30, 2011) 282,244 282,244
 
 Stock options granted (Apr. 18, 2012) 32,220 32,220
 
 Warrants and broker warrants expired 
during year    (581,307)    (158,756)       740,063                   -
 
Balance, August 31, 2012 $    282,244 $                - $ 1,767,953 $ 2,050,197
 
Stock options granted (Jan. 9, 2013) 728,587 728,587
 
 Stock options granted & vested  
(Jan. 22, 2013) 63,290 63,290
 
Warrants issued (Feb. 8, 2013) 2,496,904 2,496,904
 
Warrants issued (Feb. 15, 2013) 631,276 631,276
 
Transaction costs re: Warrants (135,491) (135,491)
 
Broker warrants issued (Feb. 15, 2013)                               46,768                               46,768
 
Stock options granted (Apr. 4, 2013) 60,868 60,868
 
Stock options granted (Apr. 22, 2013) 586,519 586,519
 
Stock options granted & vested 
(May 14, 2013)                                                      3,298            3,298
 
Balance, May 31, 2013 $    3,274,933 $     46,768 $ 3,210,515 $ 6,532,216

 
The April 18, 2012 stock option issuance cost was calculated using the Black-Scholes 
estimation method using a risk-free rate of 1.45% and an empirical one-year volatility of 
the Corporation’s common shares of 161%. 
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The January 9, 2013 stock option issuance cost was calculated using the Black-Scholes 
estimation method using a risk-free rate of 1.37% and an empirical one-year weekly 
volatility of the Corporation’s common shares of 145%. 
 
The January 22, 2013 stock option issuance cost was calculated using the Black-Scholes 
estimation method applied to the vested options using a risk-free rate of 1.37% and an 
empirical one-year weekly volatility of the Corporation’s common shares of 145%. 
 
The February 8, 2013 warrant issuance cost was calculated using the Black-Scholes 
estimation method applied to the vested options using a risk-free rate of 1.28% and an 
empirical one-year weekly volatility of the Corporation’s common shares of 140%. 
 
The February 15, 2013 warrant and broker warrant issuances costs were calculated using 
the Black-Scholes estimation method applied to the vested options using a risk-free rate 
of 1.28% and an empirical one-year weekly volatility of the Corporation’s common 
shares of 138%. 
 
The April 4, 2013 warrant and broker warrant issuances costs were calculated using the 
Black-Scholes estimation method applied to the vested options using a risk-free rate of 
1.56% and an empirical one-year weekly volatility of the Corporation’s common shares 
of 148%. 
 
The April 22, 2013 warrant and broker warrant issuances costs were calculated using the 
Black-Scholes estimation method applied to the vested options using a risk-free rate of 
1.56% and an empirical one-year weekly volatility of the Corporation’s common shares 
of 150%. 
 
The May 14, 2013 warrant and broker warrant issuances costs were calculated using the 
Black-Scholes estimation method applied to the vested options using a risk-free rate of 
1.56% and an empirical one-year weekly volatility of the Corporation’s common shares 
of 151%. 

 

9. BOARD OF DIRECTORS AND OFFICERS 

 
The directors of the Corporation are Nuno Brandolini, Michael Churchill (President), Kevin 
Cinq-Mars, Patrick Cronin (Chair) and Martin Shefsky (Chief Executive Officer) (the 
“Board of Directors”).  Effective as of December 21, 2012, Michael Churchill resigned as 
the Corporation’s Chief Executive Officer, while retaining the position of President and 
Martin Shefsky was appointed as Chief Executive Officer.  Also, effective as of December 
21, 2012, Thomas Sills resigned as the Corporation’s Chief Operating Officer and was 
replaced by Mr. Eric Moeller.  Mr. Sills remains with the Corporation on a consulting basis.  
Mr. Conroy remains as the Corporation’s Chief Financial Officer.  Messrs. Brandolini and 
Shefsky were elected to the Corporation’s Board of Directors as of April 4, 2013 at which 
time Mr. Charles Gryba stepped down.   
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10. CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

 
Statement of compliance 

 

The Corporation applies International Financial Reporting Standards ("IFRS") as issued by 
the International Accounting Standards Board ("IASB") and interpretations issued by the 
International Financial Reporting Committee ("IFRIC"). The Interim Financial Statements 
have been prepared in accordance with International Accounting Standard 34, Interim 
Financial Reporting.  Accordingly, they do not include all of the information required for 
full annual financial statements required by IFRS as issued by IASB and interpretations 
issued by IFRIC. 
 
Basis of presentation 

 
The preparation of Interim Financial Statements requires management to make judgments, 
estimates and assumptions that affect the application of policies and reported amounts of 
assets and liabilities, and revenue and expenses.  The estimates and associated assumptions 
are based on historical experience and various other factors that are believed to be 
reasonable under the circumstances, the results of which form the basis of making the 
judgments about carrying values of assets and liabilities that are not readily apparent from 
other sources.  Actual results may differ from these estimates. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 
accounting estimates are recognized in the period in which the estimate is revised if the 
revision affects only that period or in the period of the revision and further periods if the 
review affects both current and future periods. 
 
Except where otherwise indicated, the Interim Financial Statements are presented in 
Canadian dollars.  The Interim Financial Statements are prepared on the historical cost basis. 
 
As at May 31, 2013, the Corporation has negative operating cash flows and has not yet 
achieved profitable operations, has accumulated losses since its inception, and expects to 
incur further losses in the development of its mineral interests. The Corporation’s ability to 
continue as a going concern in the future is dependent upon its ability to generate future 
profitable operations and/or to obtain the necessary financing to meet its obligations and 
repay its liabilities arising from normal business operations when they come due. There is, 
however, no assurance that any such initiatives will be sufficient and, as a result, there is 
significant doubt regarding the going concern assumption and, accordingly, the ultimate 
appropriateness of the use of accounting principles applicable to a going concern. These 
Interim Financial Statements do not reflect the adjustments to the carrying values of assets 
and liabilities and the reported expenses and balance sheet classifications that would be 
necessary if the Corporation were unable to realize its assets and settle its liabilities as a 
going concern in the normal course of operations for the foreseeable future. These 
adjustments could be material. 
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Basis of consolidation 

 
The Interim Financial Statements include the accounts of the Corporation and its 
subsidiaries, Washmax (Weston) Ltd., California Gold Mines (US) Inc. and Fremont Gold 
Mining LLC.  All significant intercompany transactions and balances have been eliminated 
on consolidation. 
 

Cash and cash equivalents 

 

Cash and cash equivalents consists of cash, demand deposits and highly-liquid short term 
investments with an initial term of 90 days or less. 
 
Fixed Assets 

 
Fixed assets are recorded at cost and amortized over their estimated useful lives at the 
following rates per annum: 
 
Furniture and fixtures    - 20% declining balance basis 
Leasehold Improvements   - 3 years straight line 
Computer software and equipment - 30% declining balance basis 
Vehicles     - 30% declining balance basis 
Field equipment    - 30% declining balance basis 
Other equipment    - 30% declining balance basis 
Buildings     - 20 years straight line 
 
Impairment 

 
The Corporation’s assets are reviewed for indications of impairment at each statement of 
financial position date.  If indication of impairment exists, the asset’s recoverable amount is 
estimated.   
 
An impairment loss is recognized when the carrying amount of an asset exceeds its 
recoverable amount.  Impairment losses are recognized in profit and loss for the period. 
 
The recoverable amount is the greater of the asset’s fair value less costs to sell and value in 
use.  In assessing value in use, the estimated future cash flows are discounted to their present 
value using a pre-tax discount rate that reflects current market assessments of the time value 
of money and the risks specific to the asset.  For an asset that does not generate largely 
independent cash inflows, the recoverable amount is determined for the cash-generating unit 
to which the asset belongs. 
 
Share-based payments 

 

The Corporation has in effect a share option plan (“the Plan”), which allows Corporation 
employees, directors and officers to acquire shares of the Corporation. The fair value of 
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options granted is recognized as an expense with a corresponding increase in equity.  The 
fair value is measured at grant date and each tranche is recognized on a graded basis over the 
period during which the options vest. The fair value of the options granted is measured using 
the Black-Scholes option pricing model taking into account the terms and conditions upon 
which the options were granted. At the end of each financial reporting period, the amount 
recognized as an expense is adjusted to reflect the actual number of share options that are 
expected to vest. 
 
Mineral interests, deferred exploration and development expenditures 

 
The Corporation expenses exploration, development and evaluation expenditures as incurred 
in mineral properties not yet determined to be commercially viable and technically feasible. 
Exploration and evaluation expenditures include acquisition costs of mineral properties, 
property option payments and evaluation activities. 
 
Once a project has been established as commercially viable and technically feasible, related 
development expenditures are capitalized. This includes costs incurred in preparing the site 
for mining operations. Capitalization ceases when the mine is capable of commercial 
production, with the exception of development costs that give rise to a future benefit. 
 
Exploration and evaluation expenditures are capitalized if the Corporation can demonstrate 
that these expenditures meet the criteria of an identifiable intangible asset. To date, no such 
exploration and evaluation expenditures have been identified and capitalized. 
 

Earnings (loss) per share 
 

Basic earnings (loss) per share is computed by dividing the net earnings (loss) available to 
common shareholders by the weighted average number of shares outstanding during the 
reporting period.  Diluted earnings (loss) per share is computed using the treasury stock 
method.  In accordance with the treasury stock method, the weighted average number of 
shares outstanding are increased to include additional shares for the assumed exercise of 
stock options and warrants, if dilutive.   
 
Financial instruments 

 
Investments are recognized and derecognized on the trade date where the purchase or sale of 
an investment is under a contract whose terms require delivery of the investment within the 
timeframe established by the market concerned, and are initially measured at fair value, plus 
transaction costs, except for those financial assets classified as at fair value through profit or 
loss, which are initially measured at fair value. Financial assets held are cash and cash 
equivalents and amounts receivable. Financial liabilities are amounts payable and accrued 
charges. These are classified into the following specified categories: available-for-sale 
(“AFS”) financial assets, loans and receivables, and other liabilities. The classification 
depends on the nature and purpose of the financial assets and is determined at the time of 
initial recognition.  Gains and losses arising from changes in fair value are recognized 
directly in other comprehensive income with the exception of impairment losses which are 
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recognized directly in profit or loss. Where the investment is disposed of or is determined to 
be impaired, the cumulative gain or loss previously recognized in the investments 
revaluation reserve is included in profit or loss for the period. The fair value of AFS 
monetary assets denominated in a foreign currency is determined in that foreign currency 
and translated at the spot rate at the financial position reporting date. The change in fair 
value attributable to translation differences that result from a change in amortized cost of the 
asset is recognized in profit or loss, and other changes are recognized in other 
comprehensive income. Amounts receivable that have fixed or determinable payments that 
are not quoted in an active market are classified as loans and receivables. Loans and 
receivables are measured at amortized cost using the effective interest method, less any 
impairment. Interest income is recognized by applying the effective interest rate, except for 
short-term receivables when the recognition of interest would be immaterial. 
 
Accounts payable and accrued liabilities are classified as other financial liabilities. 
Subsequent to initial recognition, other financial liabilities are measured at amortized cost 
using the effective interest rate method. 
 
Impairment of financial assets 
 
Financial assets are assessed for indicators of impairment at each financial position reporting 
date. Financial assets are impaired where there is objective evidence that, as a result of one 
or more events that occurred after the initial recognition of the financial asset, the estimated 
future cash flows of the investment have been impacted. 
 
For all other financial assets objective evidence of impairment could include: 
 

• significant financial difficulty of the issuer or counterparty; or 

• default or delinquency in interest or principal payments; or 

• it becoming probable that the borrower will enter bankruptcy or financial re-organization. 
 
For certain categories of financial assets, such as amounts receivable and prepayments, 
assets that are assessed not to be impaired individually are subsequently assessed for 
impairment on a collective basis. The carrying amount of the financial asset is reduced by 
the impairment loss directly for all financial assets with the exception of amounts receivable, 
where the carrying amount is reduced through the use of an allowance account. When an 
amount receivable is considered uncollectible, it is written off against the allowance 
account. Subsequent recoveries of amounts previously written off are credited against the 
allowance account. Changes in the carrying amount of the allowance account are recognized 
in profit or loss. With the exception of AFS equity instruments, if, in a subsequent period, 
the amount of the impairment loss decreases and the decrease can be related objectively to 
an event occurring after the impairment was recognized, the previously recognized 
impairment loss is reversed through profit or loss to the extent that the carrying amount of 
the investment at the date the impairment is reversed does not exceed what the amortized 
cost would have been had the impairment not been recognized. In respect of AFS equity 
securities, impairment losses previously recognized through profit or loss are not reversed 
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through profit or loss. Any increase in fair value subsequent to an impairment loss is 
recognized directly in equity. 
 
Financial instruments recorded at fair value on the condensed statement of financial position 
are classified using a fair value hierarchy that reflects the significance of the inputs used in 
making the measurements. The fair value hierarchy has the following levels: 
 
Level 1 -  valuation based on quoted prices (unadjusted) in active markets for identical 

assets or liabilities; 
Level 2 -  valuation techniques based on inputs other than quoted prices included in Level 

1 that are observable for the asset or liability, either directly (i.e. as prices) or 
indirectly (i.e. derived from prices); and 

Level 3 -  valuation techniques using inputs for the asset or liability that are not based on 
observable market data (unobservable inputs). 

 

Income taxes 

 

Income tax expense represents current tax and deferred tax.  The Corporation records current 
tax based on the taxable profits for the period which is calculated using tax rates that have 
been enacted or substantively enacted by the reporting date.   
 
Deferred income taxes are accounted for using the asset and liability method.  The asset and 
liability method requires that income taxes reflect the expected future tax consequences of 
temporary differences between the carrying amounts of assets and liabilities and their tax 
bases.  Deferred income tax assets and liabilities are determined for each temporary 
difference based on currently enacted or substantially enacted tax rates that are expected to 
be in effect when the underlying items of income or expense are expected to be realized.  
The effect of a change in tax rates or tax legislation is recognized in the period of 
substantive enactment.  Deferred tax assets, such as non-capital loss carry forwards, are 
recognized to the extent it is probable that taxable profit will be available against which the 
asset can be utilized. 
 
The determination of income taxes requires the use of judgment and estimates.  If certain 
judgments or estimates prove to be inaccurate, or if certain tax rates or laws change, the 
Corporation’s results of operations and financial position could be materially impacted. 
 
Foreign currency translation 

 

i) Functional and presentation currency 

 

The Interim Financial Statements of the Corporation are presented in Canadian Dollars, 
which is its presentation currency while the Canadian Dollar is the functional currency of 
California Gold Mining Inc. and Washmax (Weston) Ltd. The functional currency of 
California Gold Mines (US) Inc. and Fremont Gold Mining LLC is US Dollar. 
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Translation gains or losses resulting from the translation of financial statements into 
Canadian Dollars are recorded in other comprehensive loss. 
 

ii) Translations and balances 

 

Transactions in currencies other than the functional currency are translated to the functional 
currency at the rate of exchange prevailing at the date of the transaction. Monetary assets 
and liabilities denominated in foreign currencies are retranslated at the functional currency 
rate of exchange prevailing at the statement of financial position date. Exchange gains and 
losses on settlement of transactions, and the translation of monetary assets and liabilities 
other than in functional currency are recorded in the consolidated statement of loss and 
comprehensive loss. Translation differences on foreign currency non-monetary assets and 
liabilities are recognized in profit or loss as part of the fair value gain or loss. 
 

New accounting standards and interpretations 

 
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for 
accounting periods after January 1, 2013. Many are not applicable or do not have a 
significant impact to the Corporation and have been excluded. The following have not yet 
been adopted and are being evaluated to determine their impact on the Corporation. 
 
(i) IFRS 9 – Financial instruments (“IFRS 9”) was issued by the IASB in October 2010 

and will replace IAS 39 Financial Instruments: Recognition and Measurement (“IAS 
39”). IFRS 9 uses a single approach to determine whether a financial asset is measured 
at amortized cost or fair value, replacing the multiple rules in IAS 39. Most of the 
requirements in IAS 39 for classification and measurement of financial liabilities were 
carried forward unchanged to IFRS 9. The new standard also requires a single 
impairment method to be used, replacing the multiple impairment methods in IAS 
39.IFRS 9 is effective for annual periods beginning on or after January 1, 2015. 

 
(ii) IFRS 10 – Consolidated Interim Financial Statements (“IFRS 10”) was issued by the 

IASB in May 2011. IFRS 10 is a new standard which identifies the concept of control 
as the determining factor in assessing whether an entity should be included in the 
consolidated interim financial statements of the parent company. Control is comprised 
of three elements: power over an investee; exposure to variable returns from an 
investee; and the ability to use power to affect the reporting entity’s returns. IFRS 10 
is effective for annual periods beginning on or after January 1, 2013. Earlier adoption 
is permitted. 

 
(iii) IFRS 11 – Joint arrangements (“IFRS 11”) was issued by the IASB in May 2011. 

IFRS 11 is a new standard which focuses on classifying joint arrangements by their 
rights and obligations rather than their legal form. Entities are classified into two 
groups: parties having rights to the assets and obligations for the liabilities of an 
arrangement, and rights to the net assets of an arrangement. Entities in the former case 
account for assets, liabilities, revenues and expenses in accordance with the 
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arrangement, whereas entities in the latter case account for the arrangement using the 
equity method. IFRS 11 is effective for annual periods beginning on or after January 1, 
2013. Earlier application is permitted. 

 
(iv) IFRS 12 – Disclosure of interests in other entities (“IFRS 12”) was issued by the IASB 

in May 2011. IFRS 12 is a new standard which provides disclosure requirements for 
entities reporting interests in other entities, including joint arrangements, special 
purpose vehicles, and off balance sheet vehicles. IFRS 12 is effective for annual 
periods beginning on or after January 1, 2013. Earlier application is permitted. 

 
(v) IFRS 13 – Fair value measurement (“IFRS 13”) was issued by the IASB in May 2011. 

IFRS 13 is a new standard which provides a precise definition of fair value and a 
single source of fair value measurement considerations for use across IFRSs. The key 
points of IFRS 13 are as follows: 

  

• fair value is measured using the price in a principal market for the asset or 
liability, or in the absence of a principal market, the most advantageous market; 

• financial assets and liabilities with offsetting positions in market risks or 
counterparty credit risks can be measured on the basis of an entity’s net risk 
exposure; 

• disclosure regarding the fair value hierarchy has been moved from IFRS 7 to 
IFRS 13, and further guidance has been added to the determination of classes of 
assets and liabilities; 

• a quantitative sensitivity analysis must be provided for financial instruments 
measured at fair value; 

• a narrative must be provided discussing the sensitivity of fair value measurements 
categorized under Level 3 of the fair value hierarchy to significant unobservable 
inputs; and 

• information must be provided on an entity’s valuation processes for fair value 
measurements categorized under Level 3 of the fair value hierarchy. 

 
IFRS 13 is effective for annual periods beginning on or after January 1, 2013. Earlier 
application is permitted. 

 
(vi) IAS 1 – Presentation of Interim Financial Statements (“IAS 1”) was amended by the 

IASB in June 2011 in order to align the presentation of items in other comprehensive 
income with US GAAP standards. Items in other comprehensive income will be 
required to be presented in two categories: items that might be reclassified into profit 
or loss and those that will not be reclassified. The flexibility to present a statement of 
comprehensive income as one statement or two separate statements of profit and loss 
and other comprehensive income remains unchanged. The amendments to IAS 1 are 
effective for annual periods beginning on or after July 1, 2012. 
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Capital management 

 

The Corporation manages its capital with the following objectives: 
 

• to ensure sufficient financial flexibility to achieve the ongoing business objectives 
including funding of future growth opportunities, and pursuit of accretive 
acquisitions; and 

• to maximize shareholder return. 
 
The Corporation monitors its capital structure and makes adjustments according to market 
conditions in an effort to meet its objectives given the current outlook of the business and 
industry in general. The Corporation may manage its capital structure by issuing new shares, 
repurchasing outstanding shares, adjusting capital spending, or disposing of assets. The 
capital structure is reviewed by management and the Board of Directors on an ongoing 
basis.  The Corporation's ability to continue to carry out its planned exploration activities is 
uncertain and dependent upon securing additional financing. 
 
The Corporation considers its capital to be equity, which comprises share capital, reserves, 
accumulated other comprehensive loss and accumulated deficit, which at May 31, 2013 
totaled $6,749,667 (August 31, 2012 - $608,148). 
 
The Corporation manages capital through its financial and operational forecasting processes. 
The Corporation reviews its working capital and forecasts its future cash flows based on 
operating expenditures, and other investing and financing activities. The forecast is updated 
based on activities related to its mineral properties. Selected information is provided to the 
Board of Directors of the Corporation. 
 
The Corporation is not subject to any capital requirements imposed by a lending institution. 
 

11. CHANGES IN ACCOUNTING POLICIES INCLUDING INITIAL ADOPTION 

ESTIMATES 

 
The Corporation adopted the following accounting policy during the three and nine months 
ended May 31, 2013:  
 
Foreign currency translation 

 

i) Functional and presentation currency 

 
The Interim Financial Statements of the Corporation are presented in Canadian Dollars, 
which is its presentation currency while the Canadian Dollar is the functional currency of 
California Gold Mining Inc. and Washmax (Weston) Ltd. The functional currency of 
California Gold Mines (US) Inc. and Fremont Gold Mining LLC is the US Dollar. 
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Translation gains or losses resulting from the translation of financial statements into 
Canadian Dollars are recorded in other comprehensive loss. 
 
ii) Translations and balances 

 
Transactions in currencies other than the functional currency are translated to the functional 
currency at the rate of exchange prevailing at the date of the transaction. Monetary assets 
and liabilities denominated in foreign currencies are retranslated at the functional currency 
rate of exchange prevailing at the statement of financial position date. Exchange gains and 
losses on settlement of transactions, and the translation of monetary assets and liabilities 
other than in functional currency are recorded in the consolidated statement of loss and 
comprehensive loss. Translation differences on foreign currency non-monetary assets and 
liabilities are recognized in profit or loss as part of the fair value gain or loss. 
 
Fixed assets amortization 
 
The Corporation adopted the amortization policies for fixed assets acquired during the 
period over their estimated useful lives at the following rates per annum: 
 
Computer software  -  30% declining balance basis 
Vehicles    -  30% declining balance basis 
Field equipment   -  30% declining balance basis 
Other equipment   -  30% declining balance basis 
Buildings    -  20 years straight line 
 

12. FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS 

 
The carrying values of cash, short-term investments, amounts receivable, amounts due to 
related parties, and accounts payable approximate their fair values due to the relative short-
term maturity of these instruments.  The Corporation is not exposed to significant interest 
rate risk or credit concentration risk arising from these financial instruments. The 
Corporation’s functional currency is the Canadian dollar. All current exploration occurs 
within Canada.  There is no significant foreign exchange risk to the Corporation. 
 

13. RISKS AND UNCERTAINTIES 

 
The Corporation’s principal activity is mineral exploration and development.  Companies in 
this industry are subject to many and varied kinds of risks, including but not limited to, 
environmental, decisions and policies of governmental authorities, metal prices, political and 
general economic conditions.  Although the Corporation has taken steps to verify the title to 
its mineral interests, in accordance with industry standards for the current stage of 
exploration of such properties, these procedures do not guarantee the Corporation’s title.  
Title may be subject to unregistered prior agreements or transfers and title may be affected 
by undetected defects.  The Corporation is dependent on the cooperation of surface rights 
holders to provide timely access to the Dingman Property.  The Corporation has had 
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ongoing disputes with the surface rights owners of the Dingman Property and continued 
cooperation of the surface rights owners in facilitating access to the Dingman Property for 
the Corporation cannot be assured.  The Corporation has no significant source of operating 
cash flow and no revenues from operations.  The PEA on the Dingman Property indicated 
that at a base gold price of US$1,500/oz or less, the Dingman Project was not expected to be 
economically feasible.  The Fremont Property has no mineral resources and neither the 
Fremont Property nor the Dingman Property have any mineral reserves (both as defined by 
NI 43-101).  The Corporation has limited financial resources.  Substantial expenditures are 
required to be made by the Corporation to establish ore reserves.  The Fremont Property and 
Dingman Property interests owned by the Corporation are in the exploration stage only, are 
without known bodies of commercial mineralization and have no ongoing mining 
operations.  Mineral exploration involves a high degree of risk and few properties, which are 
explored, are ultimately developed into producing mines.  Exploration of the Corporation’s 
properties may not result in any discoveries of commercial bodies of mineralization.  If the 
Corporation’s efforts do not result in any discovery of commercial mineralization, the 
Corporation will be forced to look for other exploration projects or cease operations.  The 
Corporation is subject to the laws and regulations relating to environmental matters in all 
jurisdictions in which it operates, including provisions relating to permitting, property 
reclamation, discharge of hazardous material and other matters. The Corporation may also 
be held liable should environmental problems be discovered that were caused by former 
owners and operators of its properties and properties in which it has previously had an 
interest. The Corporation conducts its mineral exploration activities in compliance with 
applicable environmental protection legislation. The Corporation is not aware of any 
existing environmental problems related to any of its current properties that may result in 
material liability to the Corporation.  Since acquiring the Fremont Property, the Corporation 
continues to be exposed to risks similar to those when developing the Dingman Property.  
However, the Fremont Property is located in California, United States, which has different, 
and in many cases more stringent, environmental and permitting requirements than Ontario, 
Canada.  The Corporation’s ability to complete exploration work within planned budgets 
and using financial resources on hand will be affected by movements in the Canadian 
Dollar-US Dollar exchange rate.  While the Corporation expects to incorporate aspects of 
the historic work (including resource estimates, engineering and metallurgical studies, 
environmental studies, etc.) done in the late 1980’s and early 1990’s, there is no guarantee 
that this historic work will be validated or will remain valid under today’s current regulatory 
requirements or that the project will be permitted in a timely and economically viable period 
of time. 
 

14. CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS 

 
These statements are subject to known and unknown risks, uncertainties and other factors 
that may cause actual results to differ materially from those implied by the forward-looking 
statements. Readers are cautioned not to place undue reliance on these forward-looking 
statements, which speak only as of the date the statements were made, and readers are 
advised to consider such forward-looking statements in light of the risks as set forth below. 
 



CALIFORNIA GOLD MINING INC. (FORMERLY UPPER CANADA GOLD CORPORATION) PAGE 48 

MANAGEMENT DISCUSSION AND ANALYSIS 

FOR THE NINE MONTHS ENDED MAY 31, 2013 AND 2012 

 
This Management’s Discussion and Analysis contains “forward-looking statements, within 
the meaning of applicable Canadian Securities legislation”, that involve a number of risks 
and uncertainties.  Forward looking statements include, but are not limited to, statements 
with respect to the future price of gold, the estimation of mineral reserves and resources, the 
realization of mineral estimates, the timing and amount of estimated future production, costs 
of production, capital expenditures, costs and timing of the development of new deposits, 
success of exploration activities, permitting time lines, currency exchange rate fluctuations, 
requirements for additional capital, government regulation of mining operations, 
environmental risks, unanticipated reclamation expenses, title disputes or claims, limitations 
on insurance coverage and timing and possible outcome of pending litigation. Often, but not 
always, forward-looking statements can be identified by the use of words such as “plans”, 
“expects”, or “does not expect”, “is expected”, “budget”, “scheduled”, “estimates”, 
“forecasts”, “intends”, “anticipates”, or “does not anticipate”, or “believes”, or variations of 
such words and phrases or state that certain actions, events or results “may”, “could”, 
“would”, or “might” be taken, occur or be achieved.  Forward-looking statements are based 
on the opinions and estimates of management as of the date such statements are made, and 
they involve known and unknown risks, uncertainties and other factors which may cause the 
actual results, level of activity, performance or achievements of the Corporation to be 
materially different from any other future results, performance or achievements expressed or 
implied by the forward-looking statements.  Such factors include, among others: risks 
relating to the integration of acquisitions, the actual results of current exploration activities;  
conclusions of economic evaluations; changes in project parameters as plans continue to be 
refined; failure of equipment or processes to operate as anticipated; accidents, labour 
disputes, disputes concerning property access rights, and other risks of the mining industry; 
delays in obtaining governmental approvals or financing; and fluctuations in metal prices 
and foreign exchange rates.  Although the Corporation has attempted to identify important 
factors that could cause actual actions, events or results to differ materially from those 
described in forward-looking statements, there may be other factors that cause actions, 
events or results not to be anticipated, estimated or intended. There can be no assurance that 
forward-looking statements will prove to be accurate, as actual results and future events 
could differ materially from those anticipated in such statements. The Corporation 
undertakes no obligation to update forward-looking statements if circumstances or 
management’s estimates or opinions should change. Accordingly, readers are cautioned not 
to place undue reliance on forward looking statements. 
 

15. MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING 

 
The accompanying Interim Financial Statements of the Corporation and all the information 
in this Management’s Discussion and Analysis are the responsibility of management and 
have been approved by the Board of Directors. 
 
The Interim Financial Statements have been prepared by management in accordance with 
International Financial Reporting Standards. When alternative accounting methods exist, 
management has chosen those it deems most appropriate in the circumstances. Interim 
Financial Statements are not precise since they include certain amounts based on estimates 
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and judgments.  Management has determined such amounts on a reasonable basis in order to 
ensure that the Interim Financial Statements are presented fairly, in all material respects. 
Management has prepared the financial information presented elsewhere in the 
Management’s Discussion and Analysis and has ensured that it is consistent with that in the 
Interim Financial Statements. 
 
The Corporation maintains systems of internal accounting and administrative controls in 
order to provide, on a reasonable basis, assurance that the financial information is relevant, 
reliable and accurate and that the Corporation’s assets are appropriately accounted for and 
adequately safeguarded. 
 
The Board of Directors is responsible for ensuring that management fulfills its 
responsibilities for financial reporting and is ultimately responsible for reviewing and 
approving its Interim Financial Statements.  The Board of Directors carries out this 
responsibility principally through its Audit Committee. 
 
The Audit Committee is appointed by the Board of Directors, and all three of its members 
are independent directors. The Committee meets at least once a year with management, as 
well as the external auditors, to discuss internal controls over the financial reporting process, 
auditing matters and financial reporting issues, to satisfy itself that each party is properly 
discharging its responsibilities, and to review the Interim Financial Statements and the 
external auditors’ report. The Committee reports its findings to the Board for consideration 
when approving the Interim Financial Statements for issuance to the shareholders. The 
Committee also considers, for review by the Board and approval by the shareholders, the 
engagement or reappointment of the external auditors. 
 

16. OTHER 

 

16.1 Registered Office and Mailing Address 

 
The registered office of the Corporation is located at #4 – 140, 11th Avenue S.W., Calgary, 
Alberta, T2R 0B8. 
 
The mailing address of the Corporation is Suite 1010 - 55 University Avenue, 
P.O. Box 15009, Toronto, Ontario, M4T 1Z0. 
 

16.2 .Change of Name 

 
Effective as of April 12, 2013, the Corporation changed its name from Upper Canada Gold 
Corporation to California Gold Mining Inc.  
 

16.3 Additional Information 

 
Additional information relating to the Corporation may be found on SEDAR at 
www.sedar.com. 


