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MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE TWELVE MONTHS ENDED AUGUST 31, 2013 AND 2012 

 

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 
August 31, 2013 and 2012 and results of operations for the twelve months ended August 31, 
2013 and 2012.  This Management’s Discussion and Analysis is intended to supplement and 
complement the audited Consolidated Financial Statements for the twelve months ended, and as 
at, August 31, 2013 and 2012 (collectively the “Financial Statements”).  Accordingly, this report 
should be read in conjunction with the Financial Statements.  Certain notes to the 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 11 – 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 10 – Risks and Uncertainties.   
 
This Management’s Discussion and Analysis has been prepared as of November 25, 2013 

(the “Report Date”). 

 

1. OVERALL PERFORMANCE 

 
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.  Since March 1, 2013, its 
principal property has been its Fremont Property.  Prior to its acquisition of the Fremont 
Property, 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.   
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1.1 Financial Condition, Performance and Cash Flows 

 
The Corporation has had no revenue from active operations and its primary activities consist 
of exploration and development activities at its Fremont Property.  Expenses of the 
Corporation for the twelve months ended August 31, 2013 were $3,445,582, resulting 
largely from costs on account of share based compensation, exploration costs, acquisition 
expenses, management fees and development expenses related to work performed at the 
Corporation’s Fremont Property.  Expenses were primarily incurred in the period leading up 
to and following the Corporation’s acquisition of the Fremont Property on March 1, 2013 
and were generally in line with management’s expectations.  See Section 3.1.2 – Discussion 
of Operations and Annual and Quarterly Results – Operating Income and Expenses – 

Expenses and Section 3.1.4 – Discussion of Operations and Annual and Quarterly Results – 
Operating Income and Expenses – General and Administrative and Other Expenses for 
additional information on the Corporation’s expenses. 
 
During the twelve months ended August 31, 2013, in a challenging financing market, the 
Corporation completed a substantial private placement of units for gross proceeds of 
$8,000,000.  See Section 7.1 – Capitalization – Share Capital for details concerning the 
private placement.  From the net proceeds of the private placement, US$5,423,600 was used 
to purchase the Fremont Property and pay a finder’s fee in respect thereof, of which 
US$170,051 had already been paid prior to closing of the acquisition on March 1, 2013. 
 
Due primarily to a large valuation of stock option compensation issued during the period, a 
substantial component of the Corporation’s $3,445,582 of expenses were not paid in cash.  
For the twelve months ended August 31, 2013, non-cash expenses were $1,322,917.  
Following adjustments to non-cash working capital items, cash outflow on account of 
operations was $2,099,417.  Of this amount, $527,759 was directly attributable to the 
acquisition of the Fremont Property, meaning that cash expenses of the Corporation incurred 
other than those on account of the acquisition of the Fremont Property were $1,571,658.  
Subsequent to acquiring the Fremont Property and through August 31, 2013, the 
Corporation spent $642,865 on exploration and development activities related to the 
Fremont Property.  See Section 3.1.3 – Discussion of Operations and Annual and Quarterly 
Results – Operating Income and Expenses – Property Exploration and Acquisition Costs for 
additional details for spending on the Fremont Property and Section 4 – Liquidity & Capital 

Resources for information on the Corporation’s cash flows. 
 
As of August 31, 2013, the Corporation maintained cash and cash equivalents of $1,220,215 
and had a working capital surplus of $1,101,921.   
 

1.2 Fremont Property 

 

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) 
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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 
US$14,385 on account of 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.  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 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 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 on confirming the 
historic geological model, defining a NI 43-101 compliant resource estimate, re-evaluating 
ore processing options, developing a preliminary economic assessment, conducting 
environmental studies, and ultimately permitting the project upon favorable feasibility 
studies.  Confirmatory drilling began on May 9, 2013 and 14 holes (approximately 6,500 ft) 
of HQ diamond drilling were completed by June 12, 2013. Interpretations and assays from 
this drilling will be used to confirm the historic geological model. An evaluation of the drill 
core obtained from this Phase I drill program led to the conclusion that further diamond 
drilling will be required in order to generate a maiden NI 43-101 resource estimate. 
Complete assays from the Phase I drill program are expected to be obtained in the last 
quarter of 2013, while the Phase II drill program is targeted to commence towards the end of 
2013. A portion of the Phase II drill program will be designed for initial metallurgical 
testing of the various ore zones at the Pine Tree-Josephine deposit, which will eventually 
lead to the generation of a process flow-sheet for the deposit. The total extent (footage) and 
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duration of the Phase II drill program is yet to be fully estimated, however both the maiden 
NI 43-101 compliant resource estimate and the initial metallurgical test results are expected 
to be released in the second quarter of 2014.  
 
The preparation of an Environmental Impact Report (EIR) is required in support of 
applications for necessary permits for an eventual mining and processing operation at the 
project. The Corporation is working with BSK Associates (BSK), an independent 
environmental services group headquartered in Fresno, California, to develop and initiate 
baseline environmental studies at the project that will be used in the preparation of the draft 
EIR.  
 
The Corporation believes that California, and its historic Mother Lode Gold Belt, represent 
an excellent opportunity to define, permit and develop high value gold projects.  
Management’s strategy is to be the leader in this effort by utilizing state of the art 
technologies to identify such projects and develop viable strategies for acquisitions and 
partnerships to increase shareholder value. 
 

1.3 Dingman Property 

 

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 
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 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 
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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).   
 
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. 
 

1.4 Other Developments 

 

Effective as of December 21, 2012, Martin Shefsky was appointed as Chief Executive 
Officer.  Michael Churchill, the former President and CEO remained as a director and as the 
Corporation’s President.  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.  The consulting agreement under which 
Mr. Shefsky served as the Corporation’s CEO was subsequently terminated as of October 7, 
2013.  
 
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 of which 1,000,000 have since expired or been cancelled 
prior to vesting.   
 
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 transactional costs of 
$256,995, which included 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, 4,050,000 common shares are 
subject to a contractual hold period which shall expire on January 15, 2014.  The balance of 
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the common shares issued and all of the common shares issuable upon exercise of the 
warrants issued as part of the private placement are now freely tradable. 
 
On April 4, 2013, the Corporation’s shareholders 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.  On April 5, 2013, the Corporation granted 280,000 stock 
options to a member of its management team.  These 280,000 stock options expired on 
November 19, 2013. 
 
Effective as of April 12, 2013, the Corporation changed its name to California Gold Mining 
Inc.  
 
On April 22, 2013, the Corporation granted 3,600,000 stock options to the non-management 
directors of the Corporation. 
 
On September 10, 2013, the Corporation approved the adoption of an advance notice by-law 
(the “Advance Notice By-law”).  The full text of the Advance Notice By-law was filed on 
September 13, 2013, and is available via SEDAR. 
 
On September 10, 2013, the Corporation also closed a non-brokered private pursuant to 
which it issued 15,860,000 units at a price of $0.05 per unit for gross proceeds of $793,000.  
The September 10 financing was subsequently followed by another smaller non-brokered 
private placement completed on October 2, 2013 pursuant to which the Corporation issued 
1,682,066 units at a price of $0.05625 per unit for gross proceeds of $94,616.22.  Each of 
the units issued on September 10 and October 2, 2013 were comprised of one common share 
and one common share purchase warrant, with each warrant entitling the holder to acquire a 
further common share of the Company at a price of $0.10 for four years following the date 
of issuance.  The Company intends to use the net proceeds of the September 10 and 
October 2, 2013 private placements for further exploration and development purposes at its 
Fremont Property and for general corporate purposes.   
 

2. OVERVIEW OF FINANCIAL RESULTS 

 

2.1 Selected Annual Information 

 

The table below presents selected financial data for the Corporation’s three most recently 
completed fiscal periods as presented in the audited financial statements: 
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Twelve 

months ended  

Aug. 31, 

Twelve 

months ended  

Aug. 31, 

Twelve 

months ended  

Aug. 31, 

 2013 2012 2011 

 Revenue (1) 
 
$              nil 

 
$              nil 

 
$              nil 

 Net income, (loss) before extraordinary items 

 
$   (3,440,147)  

 
$   (807,729)  

 
$   (904,570)  

 Net income, (loss) 
 
$   (3,440,147)  

 
$   (807,729) 

 
$   (904,570)  

 Net comprehensive income, (loss)  
 
$   (3,423,249) 

 
$   (807,729) 

 
$   (904,570)  

 Income, (loss) per share  
 
$             (0.04) 

 
$         (0.02) 

 
$        (0.03) 

 Income, (loss) per share (diluted)  
 
$             (0.04) 

 
$         (0.02) 

 
$        (0.03) 

 Total Assets  
 
$     6,435,493 

 
$     735,791 

 
$     880,666 

 Total Long Term Financial Liabilities  
 
$               -    

 
$               -    

 
$               -    

 Cash Dividends per Share  
 
$               -    

 
$               -    

 
$               -    

 
1 –  Presentation of revenue has been revised from certain previous periods to remove payments received from subtenancy 

agreements and interest earned on cash deposits.  Payments received from subtenancy agreements have been netted against 
occupancy costs and interest earned on cash deposits is now included under Other Items in the Financial Statements. 

 

The consolidated financial statements have been prepared in accordance with International 
Financial Reporting Standards ("IFRS") issued by the International Accounting Standards 
Board ("IASB") and Interpretations of the IFRS Interpretation Committee ("IFRIC"), 
effective for the Corporation's reporting for the year ended August 31, 2013. 

 

2.2 Summary of Quarterly Results 

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

Aug. 31, 

2013
  

May 31, 

2013
 

Feb. 28, 

2013
 

Nov. 30, 

2012
  

     

 Revenue  $nil $nil $nil $nil
 Income (Loss) Before Extraordinary Items  ($433,196)($1,703,847)($1,127,943) ($175,161)
 Net Income (Loss)  ($433,196)($1,703,847)($1,127,943) ($175,161)
 Net Income (Loss) and Comprehensive  
Income (Loss)  ($412,871)($1,665,934)($1,169,283) ($175,161)
 Income (Loss) per Share  ($0.0034) ($0.0130) ($0.0180) ($0.0036)
 Income (Loss) per Share Fully Diluted  ($0.0034) ($0.0130) ($0.0180) ($0.0036)
 Total Assets  $6,435,493 $6,947,884 $8,021,378 $533,503
 Total Long Term Financial Liabilities    $            -   $            -   $            -   $            -
 Cash Dividends per Share    $            -   $            -   $            -   $            -

 

Quarter Ended 

Aug. 31, 

2012
  

May 31, 

2012
  

Feb. 29, 

2012
  

Nov. 30, 

2011
  

     

 Revenue  $nil $nil $nil $nil
 Income (Loss) Before Extraordinary Items  ($151,058) ($308,060) ($233,705) ($114,906)
 Net Income (Loss)  ($151,058) ($308,060) ($233,705) ($114,906)
 Net Income (Loss) and Comprehensive  
Income (Loss)  ($151,058) ($308,060) ($233,705) ($114,906)
 Income (Loss) per Share  ($0.0031) ($0.0064) ($0.0053) ($0.0032)
 Income (Loss) per Share Fully Diluted  ($0.0031) ($0.0064) ($0.0053) ($0.0032)
 Total Assets  $735,791 $852,387 $1,106,687 $741,427
 Total Long Term Financial Liabilities    $            -   $            -   $            -   $            -
 Cash Dividends per Share    $            -   $            -   $            -   $            -
 

2.3 Fourth Quarter 

 
During the fourth quarter and in connection with the preparation of the Financial Statements, 
the Corporation’s material adjustments consisted of the following: 
 

• The value of stock options issued during the twelve months ended August 31, 2013 
were adjusted, resulting in a reduction to share based compensation of $131,536 and 
a corresponding reduction to reserves; 
 

• The value of warrants issued during the twelve months ended August 31, 2013 were 
adjusted, resulting in an increase to share capital of $90,034 and a corresponding 
reduction to reserves; and 
 

• Share issuance costs of $33,670 were reclassified as HST recoverable. 
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3. DISCUSSION OF OPERATIONS AND ANNUAL AND QUARTERLY RESULTS 

 

3.1 Operating Income and Expenses 

 

3.1.1 Income 

 
The Corporation has no revenue from active operations.  The Corporation’s other income for 
the twelve months ended August 31, 2013 compared to the twelve months ended August 31, 
2012 increased from $5,382 to $5,435.  Decreased interest income was offset by increases to 
rental income. 

 

3.1.2 Expenses 

 
Expenses of the Corporation for the twelve months ended August 31, 2013 compared to the 
twelve months ended August 31, 2012 increased from $813,111 to $3,445,582.  The 
Corporation’s expenses for the twelve months ended August 31, 2013 resulted largely from 
increased costs on account of share based compensation, exploration costs, acquisition 
expenses, management fees 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.  The Corporation’s expenses for the 
twelve months ended August 31, 2012 were largely due to acquisition costs associated with 
the Corporation’s planned acquisition of the Fremont Property, followed by management 
fees and professional fees.   
 

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 August 31, 2013, the Corporation had incurred $6,515,556 of acquisition, exploration 
and development costs on the Fremont Property and $3,449,865 of acquisition, exploration 
and development costs for the Dingman Property for a total of $9,965,421.  In its adoption 
of IFRS the Corporation elected to expense all such costs with the exception of 
US$4,810,000 of acquisition costs for the Fremont Property that were capitalized.  See the 
discussion under the sixth paragraph of Section 3.1.4 – Results of Operations – Operating 
Income and Expenses – General and Administrative and Other Expenses for more 
information on the capitalization of acquisition costs.   
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Costs incurred by the Corporation on each of the Fremont Property and the Dingman 
Property over the twelve months ended August 31, 2012 and 2013 are set out below: 
 

 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 $ 218,858 $ nil $ 218,858
 
Exploration and development costs 
 Professionals and contractors $        79,883 $        79,883
 Supplies and equipment 1,583 1,583
 Analysis and laboratory 29,401 29,401
 Other           11,072           11,072
Total exploration and development costs $      121,939 $      121,939
 
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 $    396,754 $            nil $    396,754
 Core logging 19,618 nil 19,618
 Analysis and laboratory 1,503 3,999 5,502
 Mapping and digitizing 3,731 nil 3,731
 Surveying 5,842 nil 5,842
 Equipment rental 10,784 nil 10,784
 General labour 46,408 nil 46,408
 Professionals 49,720 41,180 90,900
 Field consumables 50,813 nil 50,813
 Repairs 12,542 nil 12,542
 Other          12,527           1,975         14,502
Total exploration costs $    610,243 $      47,154 $    657,398
 
Development costs $      32,621 $            nil $      32,263
 
Costs incurred as of August 31, 2013 $ 6,515,556 $ 3,449,865 $ 9,965,421

 
(1) Until the interim period ended May 31, 2013, 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. 
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3.1.4 General and Administrative and Other Expenses 

 
General and administrative and other expenses incurred during the twelve months ended 
August 31, 2013 and 2012 consist of the following: 
 

 Twelve months ended 
 August 31 

 2013 2012 

   

 Share-based compensation $    1,312,136 $      32,220
 Exploration costs expensed 657,398 121,939
 Management fees 536,021 165,975
 Acquisition costs 527,759 218,858
 Professional fees 147,468 135,022
 Travel and accommodation 75,738 930
 Investor relations 74,978 12,847
 Shareholder information 54,906 26,902
 Development costs 32,621 –  
 Property tax 24,608 –  
 Occupancy costs 21,693 49,356
 Insurance 16,436 6,713
 Depreciation 10,781 3,628
 Interest and bank charges 2,896 1,615
 Advertising and promotion –  243
 Other general & administrative 45,650 36,436
 (Gain) loss on foreign exchange         (95,507)             427
Total Expenses $    3,445,582 $   813,111

 
Share-based compensation of the Corporation for the twelve months ended August 31, 2013 
compared to the twelve months ended August 31, 2012 increased from $32,220 to 
$1,312,136 as the Corporation granted 13,755,074 stock options during the twelve months 
ended August 31, 2013, of which 666,667 were cancelled prior to August 31, 2013.  The 
large number of options granted was done concurrently with the Corporation’s addition of 
new management and directors following the acquisition of the Fremont Property. 
 
The fair value of the options granted during the twelve months ended August 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 

8,958,407 $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 
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Of the options granted during the twelve months ended August 31, 2013, 12,900,907 had 
vested as of August 31, 2013.  Since then, a further 62,500 options vested on November 1, 
2013 and 1,280,000 options (of which 613,333 had vested already) expired on November 
19, 2013.  The remaining 125,000 options will vest equally on February 1, 2014 and May 1, 
2014.  For more information on the Corporation's stock options, see Note 8 to the Financial 
Statements. 
 
Exploration costs expensed include costs incurred in the exploration of the Fremont Property 
and the Dingman Property.  Since its adoption of IFRS, the Corporation has expensed these 
costs.  Exploration costs expensed for the twelve months ended August 31, 2013 compared 
to the twelve months ended August 31, 2012 increased from $121,939 to $657,398.   
 
With respect to the Dingman Property, costs incurred during the twelve months ended 
August 31, 2012 were on account of baseline environmental studies, while costs incurred 
during the twelve months ended August 31, 2013 were on account of the preliminary 
economic assessment conducted on the Dingman Property which was filed on SEDAR on 
May 17, 2013.   
 
With respect to the Fremont Property, exploration costs incurred during the twelve months 
ended August 31, 2013 were largely on account of the technical report on the Fremont 
Property filed on SEDAR on June 21, 2013, various permitting activities, and the drilling 
program that included 6,487 feet of HQ drilling over 14 holes.   
 
A detailed breakdown of the foregoing exploration costs is provided above in Section 3.1.3 
– Results of Operations – Operating Income and Expenses – Mineral Property Acquisition 

and Exploration Costs. 
 
Management fees for the twelve months ended August 31, 2013 compared to the twelve 
months ended August 31, 2012 increased from $165,975 to $536,021.  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.  Besides increases observed on 
account of the bonus described above, other increases in management fees 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.  The 
contracts between the Corporation and the holding companies of Messrs. Moeller and 
Shefsky have since been terminated as of August 21 and October 7, 2013 respectively. 
 
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 a component of 
those incurred in connection with the acquisition of the Fremont Property that was 
completed on March 1, 2013.  Acquisition expenses for the twelve months ended August 31, 
2013 compared to the twelve months ended August 31, 2012 increased from $218,858 to 
$527,759.  Acquisition costs incurred over the twelve months ended August 31, 2012 were 
largely reflective of the US$120,000 deposit paid to the vendors of the Pine Tree Property 
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through April 2012, while acquisition costs incurred over the twelve months ended August 
31, 2013 reflected expensed portions of the purchase price and closing costs. 
 
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 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 valued the property as of June 
21, 2013 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 concluded that the value of the Property, exclusive of any value associated with 
mineral interests, was equal to USD$4,650,000 as to the vacant land and USD$160,000 as to 
the buildings located on the Property as of June 21, 2013.  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 Fremont Property’s purchase price, the $527,759 of 
acquisition costs expensed over the twelve months ended August 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.   
 
Professional fees for the twelve months ended August 31, 2013 compared to the twelve 
months ended August 31, 2012 increased from $135,022 to $147,468.  Approximately 40% 
of the professional fees incurred during the twelve months ended August 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.  The balance of professional fees 
included annual audit costs, tax planning services for the Corporation’s US subsidiaries and 
other routine accounting expenses of the Corporation. 
 
Travel and accommodation expenses of the Corporation for the twelve months ended 
August 31, 2013 compared to the twelve months ended August 31, 2012 increased from 
$9303 to $75,738.  These increased costs were associated with travel to the Fremont 
Property and with additional travel between the Corporation’s Toronto offices and the 
offices of the former Chief Operating Officer, Mr. Moeller, whose primary base of operation 
was in California. 
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Investor relations expenses for the twelve months ended August 31, 2013 compared to the 
twelve months ended August 31, 2012 increased from $12,847 to $74,978.  These expenses 
can vary greatly and for the twelve months ended August 31, 2012, they represent costs 
associated with the Corporation's first attempt to acquire the Fremont Property.  For the 
twelve months ended August 31, 2013, the costs relate to the cost of arranging investor visits 
to the Fremont Property, meetings with investors and participation at various conferences. 
 
Shareholder information expenses for the twelve months ended August 31, 2013 compared 
to the twelve months ended August 31, 2012 increased from $26,902 to $54,906.  These 
increases were on account of changes to the Corporation's stock option plan and its name 
change.  Shareholder information expenses also include costs of communications and public 
filings, regulatory or otherwise, with shareholders, costs associated with shareholder 
meetings, stock exchange costs and transfer agent costs. 
 
The Corporation incurred $24,608 in property taxes during the twelve months ended 
August 31, 2013.  All property taxes pertain to the Fremont Property.  No similar expense 
was recorded for the twelve months ended August 31, 2012 as the Corporation did not own 
the Fremont Property during that period. 
 
Office and occupancy expenses of the Corporation for the twelve months ended August 31, 
2013 compared to the twelve months ended August 31, 2012 decreased from $49,356 to 
$21,693.  Costs incurred during the periods ended August 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 twelve months ended August 31, 2013 
compared to the twelve months ended August 31, 2012 increased from $6,713 to $16,436.  
Costs increased due to additional insurance purchased by the Corporation in respect of its 
operations at the Fremont Property. 
 
Depreciation expenses for the twelve months ended August 31, 2013 compared to the twelve 
months ended August 31, 2012 increased from $3,628 to $10,781 due to additional 
depreciation associated with depreciable asset purchases and improvements to depreciable 
assets made during the later period.  Please see Note 6 to the Financial Statements for more 
information on the Corporation's depreciable assets. 
 
Interest and bank charges for the twelve months ended August 31, 2013 compared to the 
twelve months ended August 31, 2012 increased from $1,615 to $2,896.  These increases are 
associated with creation of new banking facilities for the Corporation and its subsidiaries. 
 
Advertising and promotional expenses for the twelve months ended August 31, 2013 
compared to the twelve months ended August 31, 2012 decreased from $243 to $nil. 
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Other general and administrative expenses of the Corporation for the twelve months ended 
August 31, 2013 compared to the twelve months ended August 31, 2012 increased from 
$36,436 to $45,650.  Other general and administrative expenses primarily include general 
office costs, clerical wages, telephone costs, government filing fees and disbursements 
charged by the Corporation’s suppliers. 
 
The Corporation’s loss (gain) from foreign exchange improved from a loss of $427 for the 
twelve months ended August 31, 2012 to a gain of $95,507 for the twelve months ended 
August 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 August 31, 2013, approximately 63% 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 twelve months ended August 31, 2013 compared to 
the twelve months ended August 31, 2012 increased from a loss of $807,729 to a loss of 
$3,440,147.  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.   
 

3.3 Other Comprehensive Gain or Loss 

 
During the twelve months ended August 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 twelve months ended August 31, 2013, the Corporation’s other comprehensive gain 
was $16,898.  No other comprehensive gain (loss) was recorded during the twelve months 
ended August 31, 2012 as the US subsidiaries were not in existence during that period.  
 
 

4. LIQUIDITY & CAPITAL RESOURCES 

 
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 
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requirements through the issuance of equity securities or other financing.  For more 
information on risks and uncertainties facing the Corporation, see Section 10 – Risks and 
Uncertainties. 
 
Cash and cash equivalents as at August 31, 2013 were $1,220,215 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. 
 
As at August 31, 2013, the Corporation had a working capital surplus of $1,101,921 as 
compared to a working capital surplus of $598,826 as of August 31, 2012.   
 
As of August 31, 2013, accounts receivable and accrued interest of $48,365 consisted 
primarily of HST receivable of $47,355. 
 
As of August 31, 2013, accounts payable and accrued liabilities of $195,453 consisted of 
$148,362 in trade payables, $45,827 in accrued liabilities and $1,264 in unearned income. 

 

4.1 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 twelve months ended August 31, 2013, cash outflow expended on operations before 
changes in non-cash working capital items was $2,117,230 compared to an outflow of 
$757,481 for the twelve months ended August 31, 2012.  Changes in non-cash working 
capital items for the twelve months ended August 31, 2013 were $17,813 compared to 
$14,791 for the twelve months ended August 31, 2012 resulting in net cash outflows from 
operations of $2,099,417 for the twelve months ended August 31, 2013 and outflows of 
$742,690 for the twelve months ended August 31, 2012. 
 

4.2 Investing Activities 

 
For the twelve months ended August 31, 2013, the Corporation had cash outflows of 
$4,891,882 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 $216,793 on account of investment activities for the twelve months ended 
August 31, 2012.  The cash inflow from investing activities observed during the twelve 
months ended August 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. 
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4.3 Financing Activities 

 
For the twelve months ended August 31, 2013, the Corporation had cash inflows of 
$7,743,004 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 was comprised of 
one common share and three quarters of one common share purchase warrant with each 
whole warrant entitling the holder thereof to acquire a further common share of the 
Corporation at a price of $0.15 until February 8, 2017 (as to 49,687,500 warrants) and 
February 15, 2017 (as to 10,312,500 warrants).  At the times of these transactions, persons 
already considered to be “insiders” under applicable securities laws subscribed for a total of 
10,600,000 units. 
 
For the twelve months ended August 31, 2012, the Corporation had net cash inflows of 
$588,071 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 was comprised of one common share and 
one common share purchase warrant with each whole 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.  
At the time of this transaction, persons considered to be “insiders” under applicable 
securities laws subscribed for a total of 6,800,000 units. 
 

4.4 Commitments 

 
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. 
 
The Corporation’s subsidiary, Washmax (Weston) Ltd., was committed to annual rental 
payments of $26,400 for a building at 2296 Islington Avenue North, Toronto, Ontario, 
Canada (“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. 
 

4.5 Contingent Liabilities 

 

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 
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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. 
 

4.6 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 10 – Risks and Uncertainties). 
 

5. OFF-BALANCE SHEET ARRANGEMENTS 

 
The Corporation currently has no off-balance sheet arrangements with any parties. 
 

6. TRANSACTIONS WITH RELATED PARTIES 

 

Transactions with related parties are set out in note 13 to the Financial Statements.  All such 
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. 
 

7. CAPITALIZATION 

 
Shareholder’s equity was $6,240,040 as at August 31, 2013 compared to shareholder equity 
of $608,148 as at August 31, 2012. 
 

7.1 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 August 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 August 31, 2013, the Corporation had 18,288,407 stock options 
outstanding (of which 18,100,907 have vested), each entitling the holder to acquire one 
common share.  The Corporation therefore had 219,692,961 common shares outstanding on 
a fully diluted basis as of August 31, 2013.  As of the Report Date the Corporation has 
17,675,074 stock options outstanding of which 17,550,074 have vested. 
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As at the Report Date, the Corporation has 146,182,620 common shares issued and 
outstanding of which 31,910,000 are restricted from trading.  Trading restrictions will be 
removed from such common shares on dates ranging between December 30, 2013 and 
February 3, 2014.  Up to 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 December 29, 2013 
and January 15, 2014 respectively may become unrestricted upon the approval of the board 
of directors of the Corporation.  Please refer to Note 7 of the 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 third paragraph of Section 1.4 – Overview – Other Developments for additional 
information concerning these private placements. 
 
On September 10, 2013, the Corporation completed a private placement pursuant to which 
an aggregate of 15,860,000 common shares and 15,860,000 warrants were issued.  On 
October 2, 2013 the Corporation completed a private placement pursuant to which 1,682,066 
common shares and 1,682,066 warrants were issued.  Please refer to the last paragraph of 
Section 1.4 – Overview – Other Developments for additional information concerning the 
September 10 and October 2, 2013 private placements. 
 

7.2 Warrants 

 
As of August 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, August 31, 2013 72,000,000 $0.142  

 



CALIFORNIA GOLD MINING INC. (FORMERLY UPPER CANADA GOLD CORPORATION) PAGE 21 

MANAGEMENT DISCUSSION AND ANALYSIS 

FOR THE TWELVE MONTHS ENDED AUGUST 31, 2013 AND 2012 

 
As at the Report Date, the Corporation has 89,542,066 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  
  $0.10   15,860,000  September 10, 2017  
  $0.10   1,682,066   October 2, 2017  
     89,542,066     

 

7.3 Broker Warrants 

 
As of August 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, August 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     
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7.4 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 August 31, 2013, the 
Corporation had 18,288,407 stock options outstanding as compared to August 31, 2012 
when there were 5,200,000 stock options outstanding.  As of August 31, 2013 and of the 
outstanding options, 18,100,907 had vested.  As of the Report Date, the Corporation has 
17,675,074 stock options outstanding of which 17,550,074 had vested, and the remaining 
125,000 will vest as follows: 
 

          

  Number of 

  Exercise Price  Stock Options  Vesting Date  

  $0.25   62,500   February 1, 2014  
  $0.25   62,500   May 1, 2014  
     125,000     
 
Issued and outstanding stock option data as of August 31, 2013 is as follows: 
 

 Number Weighted Average 

  Exercise Price 

 
Balance, August 31, 2012 5,200,000 $0.2369  
 
Granted - Vested 12,900,907 $0.1664 
Granted - Not Vested 187,500 $0.2500 
 
Balance, August 31, 2013 18,288,407 $0.1873  

 
As of the Report Date, the Corporation has 17,675,074 Common share purchase options 
outstanding.  The following table provides information about common share purchase 
options outstanding and exercisable as at the Report Date: 

           

  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   300,000   January 22, 2018  
  $0.20   3,600,000   April 22, 2018  
  $0.25   250,000   May 14, 2018(1)   
     17,675,074      

 
Notes 
 (1) Of these options, 125,000 have vested. 
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7.5 Reserves 

 
Reserves are described in Note 15 of the 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) 651,853 651,853
 
 Stock options granted & vested  
(Jan. 22, 2013) 37,324 37,324
 
Warrants issued (Feb. 8, 2013) 2,532,336 2,532,336
 
Warrants issued (Feb. 15, 2013) 522,900 522,900
 
Transaction costs re: Warrants (152,581) (152,581)
 
Broker warrants issued (Feb. 15, 2013)                               75,025                               75,025
 
Stock options granted (Apr. 4, 2013) 52,836 52,836
 
Stock options granted (Apr. 22, 2013) 551,880 551,880
 
Stock options granted & vested 
(May 14, 2013)                                                    18,243         18,243
 
Balance, August 31, 2013 $    3,184,899 $     75,025 $ 3,080,089 $ 6,340,013

 
The basis of valuation of valuation of the warrants issued during the twelve months ended 
August 31, 2013 is set out in Note 7(b)(iii) of the Financial Statements.   
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The basis of valuation of the broker warrants issued during the twelve months ended 
August 31, 2013 is set out in Note 7(b)(iii) of the Financial Statements. 
 
The basis of valuation of the stock options issued during the twelve months ended August 
31, 2013 is set out in Note 8(i) through (vi) of the Financial Statements. 

 

8. CRITICAL ACCOUNTING ESTIMATES AND CHANGES IN ACCOUNTING 

POLICIES INCLUDING INITIAL ADOPTION 

 
The Corporation’s critical accounting policies and changes in accounting policies including 
initial adoption are set out in Note 2 to the Financial Statements. 
 

9. FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS 

 

Credit risk management 

 
The Corporation's credit risk is primarily attributable to cash and cash equivalents and 
amounts receivable. The Corporation has no significant concentration of credit risk arising 
from operations. Cash is held with select major Canadian and US banks and cash 
equivalents consists of bankers' acceptances which have been invested with reputable 
financial institutions and government of Canada treasury bills, from which management 
believes the risk of loss to be remote. Management believes that the credit risk concentration 
with respect to financial instruments amounts receivable is remote. As at August 31, 2013, 
no amounts receivable are considered impaired or past due. 
 

Liquidity risk 

 
The Corporation has in place a planning and budgeting process to help determine the funds 
required to support the Corporation’s normal operating requirements on an ongoing basis 
and its capital, development and exploration expenditures. The Corporation ensures that 
there are sufficient funds to meet its short-term requirements, taking into account its 
anticipated cash flows from operations and its holdings of cash and cash equivalents. 
 
As of August 31, 2013, the Corporation had a cash and cash equivalents balance of 
$1,220,215 (August 31, 2012 - $699,308) to settle current amounts payable and other 
liabilities of $195,453 (August 31, 2012 - $127,643). All of the Corporation's financial 
liabilities have contractual maturities of less than 30 days and are subject to normal trade 
terms. 
 

Market risk 

 
(i) Interest rate risk 
 
The Corporation has cash balances and no interest bearing debt. The Corporation's current 
policy is to invest excess cash in investment grade short-term deposit certificates issued by 
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its banking institutions and fixed income instruments issued by the government of Canada. 
The Corporation monitors the investments it makes and is satisfied with the credit ratings of 
its banks. 
 
(ii) Price risk 
 
The Corporation is exposed to price risk with respect to commodity and equity prices.  
Commodity price risk is defined as the potential adverse impact on earnings and economic 
value due to commodity price movements and volatilities. Equity price risk is defined as the 
potential adverse impact on the Corporation's earnings due to movements in individual 
equity prices or general movements in the level of the stock market. The Corporation closely 
monitors commodity prices, individual equity movements and the stock market to determine 
the appropriate course of action to be taken by the Corporation. 
 
(iii) Foreign currency risk 
 
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. The Corporation funds certain operations, exploration 
and administrative expenses in the United States using US Dollar currency converted from 
its Canadian Dollar bank accounts held in Canada. The Corporation also maintains US 
Dollar bank accounts in Canada and Canadian Dollar bank accounts in the United States. As 
a result, the Corporation is subject to gains and losses due to fluctuations in the exchange 
rate between US Dollar and Canadian Dollar. 
 

Sensitivity analysis 

 
The sensitivity analysis shown in the notes below may differ materially from actual results. 
Based on management's knowledge and experience of the financial markets, the Corporation 
believes the following movements are "reasonably possible" over a twelve month period: 
 
(i) The Corporation has no interest bearing debts and receives low interest rates on its cash 
and cash equivalents balances. As such, the Corporation does not have significant interest 
rate risk.  
 
(ii) The Corporation holds balances in foreign currencies which could give rise to exposure 
to foreign exchange risk. Sensitivity to a plus or minus 10% change in the foreign exchange 
rate against the functional currencies would have affected the reported loss and 
comprehensive loss by approximately $93,000. 
 

Fair value of financial assets and liabilities 

 
The book values of the cash and cash equivalents, amounts receivable, and amounts payable 
and other liabilities approximate their respective fair values due to the short-term nature of 
these instruments. 
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10. 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 
ongoing disputes with the surface rights owners of the Dingman Property and 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.  These laws and regulations 
may change at any time prior to the granting of necessary approvals.  The support of local 
politicians and/or communities may be required to obtain necessary permits and approvals 
and such support cannot be assured.  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 
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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. 
 

11. 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 herein. 
 
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 or inability to obtain 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 
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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. 
 

12. OTHER 

 

12.1 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. 
 

12.2 .Change of Name 

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

12.3 Additional Information 

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


