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NOTICE TO READER 
 

The accompanying unaudited interim consolidated financial statements have 
been prepared by the Company’s management and the Company’s independent 
auditors have not performed a review of these financial statements. 

 
 
  
 
 



Pele Mountain Resources Inc. 

1. 
  

Interim Consolidated Balance Sheets 
As at December 31, 2010 and September 30, 2010 
Unaudited  
 December 31, September 30, 
 2010 2010  
 
Assets 
 
Current Assets 
 Cash and cash equivalents $ 4,477,640 $ 2,100,803 
 Prepaid expenses and other assets  116,731  53,377 
 Receivables from joint venture partners  156  156 
     4,594,527  2,154,336 
 
Investment In and Advances to Affiliate (note 4)  41,449  40,000  
 
Property, Plant and Equipment  62,696  73,098 
 
Resource Properties (note 5)  18,069,032  17,642,629 
 
    $ 22,767,704 $ 19,910,063 
 
Liabilities 
 
Current Liabilities 
 Accounts payable and accrued liabilities $ 261,079 $ 332,689 
 
Resource Properties (note 5)  202,016  202,016      
 
Future Income Taxes  1,551,446  1,551,446 
 
     2,014,541  2,086,151 
 
Shareholders’ Equity 
 
Capital Stock (note 6)  34,802,883  31,483,427 
 
Contributed Surplus (note 7,8)  3,970,262  3,412,470 
 
Deficit    (18,019,982)  (17,071,985) 
 
     20,753,163  17,823,912 
 
    $ 22,767,704 $ 19,910,063 
 
 
 
Approved by the Board          "Alan Shefsky"          Director          "Martin Cooper"         Director 
 
 
 
See accompanying notes. 



Pele Mountain Resources Inc. 

2. 
  

Interim Consolidated Statements of Operations, Comprehensive Loss and Deficit 
For the Three Months Ended December 31 
Unaudited  
  2010 2009  
 
Expenses 
 
 Salaries and benefits $ 189,851 $ 171,160 
 Public and investor relations  99,155  63,414 
 Listing and filing fees  33,757  21,717 
 Administrative  82,990  73,493 
 Professional fees  32,026  33,369 
 Directors’ fees  5,250  4,950 
 Stock-based compensation  502,391  36,275 
 Amortization  12,414  13,538   
 Less: 
  Interest income  (9,837)  (1,836) 
 
Net Loss and Comprehensive Loss for the Period  (947,997)  (416,080)  
 
Deficit - Beginning of Period  (17,071,985)  (14,387,788) 
 
Deficit - End of Period $ (18,019,982) $ (14,803,868) 
 
 
 
Net Loss per Share 
 
Basic and diluted $ (0.008) $ (0.004)  
 
 
Weighted Average Number of 
 Common Shares Outstanding 
 
Basic and diluted  125,705,049  98,234,207 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See accompanying notes. 



Pele Mountain Resources Inc. 

3. 
  

Interim Consolidated Statements of Cash Flows 
For the Three Months Ended December 31 
Unaudited  
  2010 2009  
 
Cash Flows from Operating Activities 
 
 Cash paid to suppliers and employees $ (586,949) $ (317,204) 
 Interest received  9,837  1,836  
 
     (577,112)  (315,368) 
 
Cash Flows from Investing Activities 
 
 Purchase of property, plant and equipment  (2,012)  (2,378) 
 Resource properties expenditures  (417,447)  (380,489) 
 Investment in and advances to affiliate  (1,449)  - 
 
     (420,908)  (382,867) 
 
Cash Flows from Financing Activities 
 
 Issuance of capital stock  3,374,857  1,026,678 
 
Increase in Cash during the Period  2,376,837  328,443 
 
Cash and Cash Equivalents - Beginning of Period  2,100,803  1,964,315 
 
Cash and Cash Equivalents - End of Period $ 4,477,640 $ 2,292,758  
 
 
 
 
  
          
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See accompanying notes.



Pele Mountain Resources Inc. 
Notes to the Interim Consolidated Financial Statements 
For the Three Months Ended December 31, 2010 and 2009 
Unaudited  
 

4. 
  

1. Basis of Presentation and Accounting Policies 

The Company prepares its consolidated financial statements in accordance with Canadian generally 
accepted accounting principles.  The disclosures contained in these unaudited interim consolidated 
financial statements do not include all requirements of Canadian generally accepted accounting 
principles for annual financial statements.  The unaudited interim consolidated financial statements 
follow the same accounting policies and methods of application as the audited consolidated 
financial statements for the year ended September 30, 2010.  The unaudited interim consolidated 
financial statements should be read in conjunction with the audited consolidated financial 
statements of the Company for the year ended September 30, 2010. 

Accounting measurements at interim dates inherently involve greater reliance on estimates than at 
year end.  In the opinion of management, the accompanying unaudited interim financial statements 
include all adjustments of a normal recurring nature to present fairly the position of the Company as 
at December 31, 2010.  These financial statements reflect the results of operation for the three 
month period ended December 31, 2010.  

The Company's principal assets are its resource properties which are not yet in commercial 
production.  The Company is in the process of exploring its resource properties and has not yet 
determined whether the properties contain economically recoverable reserves.  

The recoverability of the carrying value of the Company’s resource properties is dependent upon 
the discovery of economically recoverable reserves, the ability of the Company to obtain the 
necessary financing to develop these properties and future profitable production or proceeds from 
disposition of such properties.  Realized amounts for the Company's resource properties may vary 
materially from book amounts. 
 
These consolidated financial statements include the accounts of the Company and those of its 
wholly-owned subsidiaries, First Canadian Uranium Inc. (“First Canadian Uranium”), Pele 
Diamond Corporation (“Pele Diamond”) and Pele Gold Corporation (“Pele Gold”).  All 
intercompany accounts and transactions have been eliminated. 
 

2. Capital Disclosures 
 
 The Company’s objectives when managing capital are as follows: 
 
 (i) to safeguard the Company’s ability to continue as a going concern; 

(ii) to raise sufficient capital to finance its exploration and development activities on its Eco 
Ridge Mine Project; 

(iii) to raise sufficient capital to meet its general and administrative expenditures, and to explore 
and develop its other resource properties; 

 
The Company manages its capital structure and makes adjustments to it, based on the general 
economic conditions, the Company’s short term working capital requirements, and its planned 
exploration and development program expenditure requirements. 
 
As the Company is in the development stage, its principal source of capital is from the issuance of 
common shares.  In order to achieve its objectives, the Company expects to spend its existing 
working capital and raise additional funds as required. 
 
 



Pele Mountain Resources Inc. 
Notes to the Interim Consolidated Financial Statements 
For the Three Months Ended December 31, 2010 and 2009 
Unaudited  
 

5. 
  

2. Capital Disclosures (continued) 
 
The Company does not have any externally imposed capital requirements other than the 
requirement to incur certain amount of Canadian exploration expenses (“CEE”) pursuant to the 
flow-through private placements completed during the year ended September 30, 2010.  As at 
December 31, 2010, the Company is required to incur CEE of $3,462,497 by December 31, 2011.  
  
There were no changes to the Company’s approach to capital management during the three months 
ended December 31, 2010. 

 
3.  Financial Instruments  

 
The Company has classified its financial instruments as follows:  

 
 Financial Instrument Classification Accounting Treatment 
 
 Cash and cash equivalents Held for trading Fair value 
 Receivables from joint venture partners Loans and receivables Amortized cost 
 Advances to affiliate Loans and receivables Amortized cost 
 Accounts payable and accrued liabilities Other liabilities Amortized cost 

   
 Cash and cash equivalents include bank deposits and highly liquid money market investments such 
as bankers acceptance notes, treasury bills and guaranteed investment certificates.  
 
The Company’s risk exposures and the impact on the Company’s financial instruments are 
summarized below: 
 
Credit risk 
 
The Company is not exposed to any significant credit risk other than on its advances of $41,359 to 
its affiliate 2238484 Ontario Inc. as at December 31, 2010.  The Company’s cash and cash 
equivalents are either on deposit with a highly rated banking group in Canada or invested in the 
treasury bills issued by the Government of Canada. 
 
Liquidity risk 
 
The Company had working capital of $4,333,448 as at December 31, 2010, which is sufficient to 
cover its working capital requirements for at least the next twelve months. 
  
Market and other risks 
 
(i) Interest rate risk 

 
The Company has significant cash and cash equivalent balances and it has no interest-bearing 
debt.  The Company’s current policy is to invest its excess cash in highly liquid short-term 
guaranteed investment certificates issued by the bank with which it keeps its bank accounts or 
in short term treasury bills issued by the Government of Canada.  Accordingly, the Company 
is subject to short term interest rate price risk. The Company periodically monitors the 
investments it makes and is satisfied with the credit rating of its bank. 
 
 



Pele Mountain Resources Inc. 
Notes to the Interim Consolidated Financial Statements 
For the Three Months Ended December 31, 2010 and 2009 
Unaudited  
 

6. 
  

3. Financial Instruments (continued) 
 

(ii) Foreign currency risk 
 
 The Company’s functional currency is primarily the Canadian dollar.  All of the Company’s 

cash and equivalents are in Canadian dollars.  The majority of the Company’s purchases are 
transacted in Canadian dollars. 

 
(iii) Price risk 

 
The prices of metals and other commodities are subject to market fluctuations and are 
affected by many factors outside of the Company’s control.  The prices of metals and future 
expectation of such prices have a significant impact on the market sentiment for investment 
in mining and mineral exploration companies.  This in turn may impact the Company’s 
ability to raise equity financing for its long term working capital requirements. 

 
 Sensitivity analysis 
 

Based on management’s knowledge and experiences of the financial markets, the Company’s 
management believes the following movements are “reasonably possible” over a three month 
period. 
 
As at December 31, 2010, approximately 89% of the Company’s cash and cash equivalents are 
invested in fixed rate short term money market investments which are not subject to interest rate 
fluctuations for the next three months.  Accordingly, sensitivity to a plus or minus 25 basis points 
change in rates would not have any significant effect on the Company’s net income for the next 
three months. 
 
The Company does not have any financial instrument balances denominated in foreign currencies 
to give rise to exposure to foreign exchange risk. 
 

4. Investment in and Advances to Affiliate 
 

The Company owns 3,000,000 common shares (which is 33.33%) of the issued share capital of 
2238484 Ontario Inc. 
 
The investment in 2238484 Ontario Inc. is accounted for by the equity method.  This company 
owns mining claims in the Sachigo Greenstone Belt in Northern Ontario.  Advances are non-
interest bearing and have no specific terms of repayment.   

 
  
  Common shares $ 90 

Equity in retained earnings   - 
      90 

  Advances      41,359 
 
  $ 41,449 

 
 
 



Pele Mountain Resources Inc. 
Notes to the Interim Consolidated Financial Statements 
For the Three Months Ended December 31, 2010 and 2009 
Unaudited  
 

7. 
  

5. Resource Properties 
  October 1, Net Additions  December 31,  
  2010 (Recoveries) Write-Offs 2010      
 
Eco Ridge Mine Project (i) $ 9,693,946 $ 393,272 $ - $10,087,218 
Highland Gold Project (ii)  4,209,042  32,631  -  4,241,673 
Ardeen Gold Project (iii)  3,177,303  500  -  3,177,803 
Pigeon River Project (iv)  562,338  -  -  562,338 
    
 $17,642,629 $ 426,403 $ - $18,069,032 
 
 
Timmins Project (v)(1) $ (123,296) $ - $ - $ (123,296) 
Sudbury Project (vi)(1)  (78,720)  -  -  (78,720) 
        
  $ (202,016) $ - $ - $ (202,016) 
 
(1) The Company had received consideration from its joint venture partners or optionees in excess of its 

costs incurred to date.  It is expected that further expenditures in excess of this consideration will be 
incurred by the Company during the development of the property, and therefore these amounts have been 
deducted from the carrying value of these properties.        

 
(i) Eco Ridge Mine Project (Elliot Lake, Ontario) 

 
The Eco Ridge Mine Project is currently comprised of approximately 500 mining claim units 
covering approximately 20,000 acres in northern Ontario. 
 
During the year ended September 30, 2005, the Company acquired a 100% beneficial interest 
in its original Elliot Lake uranium property by way of staking.   It included a total of 15 
mining claims (comprised of 122 mining claim units) covering nearly 5,000 acres. 
 
During the year ended September 30, 2007, the Company expanded its Elliot Lake Project 
through the following acquisitions: 
 
a) entered into a purchase agreement with CanAlaska Uranium Ltd. ("CanAlaska") to 

purchase a 100% interest in five unpatented mining claims comprising the Pardee 
Uranium Property (the "Pardee Claim Group"). The Pardee Claim Group includes 60 
mining claim units located east of the city of Elliot Lake covering approximately 2,400 
acres and tying on to the southern boundary of one of the Company’s original Elliot Lake 
claim blocks. 

 
CanAlaska has retained a 1.75% Net Smelter Return Royalty (the "NSR Royalty") on the 
Pardee Claim Group, of which 1.0% can be bought back by the Company for a total of $1 
million. 

 
b) purchased a 100% interest in 101 mining claim units, known as the Platina Claim Group 

(the “Platina Claim Group”) along the eastern and southern boundaries of its Eco Ridge 
Mine Project from Precambrian Ventures Ltd. (the “Precambrian”).    
 
 
 



Pele Mountain Resources Inc. 
Notes to the Interim Consolidated Financial Statements 
For the Three Months Ended December 31, 2010 and 2009 
Unaudited  
 

8. 
  

5. Resource Properties (continued) 
 
Under the terms of the amended agreement entered into by the Company and 
Precambrian on December 31, 2008, the Company is required to pay Precambrian up to 
an additional $150,000 in cash, all subject to and in accordance with the following 
conditions and provisions: 
 
•  $75,000 on the twentieth day after the completion of a positive feasibility study in 

respect of the Platina Claim Group; and 
 
•  $75,000 on the twentieth day after commencement of commercial production in respect 

of the Platina Claim Group. 
 

Precambrian continues to retain a 1.75% NSR royalty, of which the Company may buy 
back 1% for $1.0 million. 
 

c) purchased a 100% interest in 5 mining claims comprised of 77 claim units located 
immediately adjacent to the southern boundary of its Eco Ridge Mine Project. 

 
Under the terms of the amended agreement entered into by the Company and the vendors 
of these five mining claims (the “Vendors”), the Company is required to pay the Vendors 
an additional $40,000 in cash on the date which is the 20th day after the completion by the 
Company of a positive feasibility study in respect of the 5 mining claims, if and when 
such feasibility study is completed. 
  
The Vendors continue to retain a 3.0% NSR royalty, of which the Company may buy 
back 1.5% for $1.5 million. 
 

d) acquired 14 additional mining claims comprised of 140 mining claim units by way of 
staking. 

 
During the year ended September 30, 2009, the Company signed a 21-year lease agreement 
(the "Lease") with the City of Elliot Lake (“City”) in respect of surface rights to key mining 
claims owned by the Company at its Eco Ridge Mine Project in Northern Ontario.  The Lease 
includes the City's surface rights to a total of 48 surface patents comprising of approximately 
796 hectares and includes an option for the Company to purchase the surface rights under 
certain circumstances.  The annual lease payment is $2,388. 

 
(ii) Highland Gold Project (Wawa, Ontario) 

 
The Company has an undivided legal and beneficial interest in approximately 210 mining 
claim units and 40 lease-patented and 21 patented mining claims located 50 kilometers 
northeast of Wawa, Ontario.  
 
The Company’s interest in the above mining claims were acquired by staking and by entering 
into purchase or license agreements with various third parties, and are subject to certain 
royalties in favor of the vendors or land owners as outlined in the 43-101 technical report of 
the property that was filed by the Company on www.SEDAR.com on May 3, 2007. 
 
 
 



Pele Mountain Resources Inc. 
Notes to the Interim Consolidated Financial Statements 
For the Three Months Ended December 31, 2010 and 2009 
Unaudited  
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5. Resource Properties (continued) 
 

(iii) Ardeen Gold Project (Moss Lake, Thunder Bay, Ontario) 
 

The Company has an undivided legal and beneficial interest in approximately 290 mining 
claim units and 4 patented mining claims located within Moss Township in the district of 
Thunder Bay, Ontario. 
 
Approximately 41 mining claim units and 2 patented mining claims were acquired from a 
group of vendors pursuant to a purchase and sale agreement dated June 3, 1997.  Under the 
terms of the purchase and sale agreement, the Company is required to issue an aggregate of 
240,000 common shares to the vendors contingent on the property going into commercial 
production.  The balance of the property was acquired through a series of acquisition 
agreements (some of which are subject to royalty interests to the vendors) and through 
staking campaigns.  
 
During the year ended September 30, 2009, Pele Gold entered into a definitive option 
agreement (the “Definitive Agreement”) for the Ardeen Gold Project with Coventry 
Resources Limited (“Coventry”) with the following relevant terms: 

• Coventry paid Pele Gold $25,000 initial payment and $75,000 cash on signing the 
Definitive Agreement; 

• Coventry may earn a 51% interest in the project by spending $1.5 million at Ardeen within 
18 months of entering into the Definitive Agreement; 

• Once Coventry has earned a 51% interest, it may then elect to increase its interest to 75% 
by spending an additional $1.5 million at Ardeen by the 42nd month after signing the 
Definitive Agreement; 

• Once Coventry has earned a 75% interest, it will provide Pele Gold with a proposed budget 
for an additional two years of work.  At that point, Pele Gold may elect to keep its 25% 
interest in the project by agreeing to fund its proportionate share of the proposed budget in 
which case a joint-venture will be formed between Coventry and Pele Gold.  Otherwise, 
Pele Gold can elect to not fund the proposed budget and Coventry will continue to solely 
fund project development.  Under that scenario, once Coventry has completed a feasibility 
study, it will have earned a 100% interest in the project, with Pele retaining a 2.0% NSR 
royalty.  Until a feasibility study has been completed, Pele Gold shall retain a 25% interest 
in the project. 

 
Subsequent to the three months ended December 31, 2010, Coventry has earned its 51% 
interest in the project and Pele Gold now holds a 49% interest in the Project. 

 
(iv) Pigeon River Project (Thunder Bay, Ontario) 

 
During the year ended September 30, 2010, the Company   staked more than 1,000 mining 
claim units totalling approximately 18,750 hectares in the Pigeon River area of Northwest 
Ontario, about 80 kilometres to the west of Thunder Bay.  The Pigeon River Project, which is 
owned 100 percent by the Company, covers very large unexplored magnetic targets with 
potential to host nickel (“Ni”), copper (“Cu”), and platinum group elements (“PGE”) 
mineralization . 
 



Pele Mountain Resources Inc. 
Notes to the Interim Consolidated Financial Statements 
For the Three Months Ended December 31, 2010 and 2009 
Unaudited  
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5. Resource Properties (continued) 
 
In connection with the staking and planned exploration of the Pigeon River Project, the 
Company has granted a 1.5% NSR to 2212150 Ontario Inc., a private, arm’s length company 
operating as Vanex Exploration (“Vanex”), of which the Company may buy back up to 1.0% 
for $1,000,000.  The Company has also retained Vanex for geological consulting services.  In 
addition to the initial payment of $25,000 in consulting fees, the Company has also granted 
Vanex 200,000 stock options at a price $0.205 per share which is exercisable until December 
31, 2012 (the “First Option”) together with an additional 200,000 stock options at a price of 
$0.205 expiring on December 31, 2014 (the “Second Option”).  The exercise of the Second 
Option is conditional upon independent third party confirmation of a drill intersection of at 
least 20 metres of core grading at least 2.5% nickel on the Pigeon River Property (the “Grading 
Condition”).  In addition, upon satisfaction of the Grading Condition, Vanex shall be paid a 
one-time bonus of $50,000.        
 

(v) Timmins Project (Timmins, Ontario) 
 
The Company has a 100% registered interest in 20 mining claims located 35 kilometers south 
of Timmins in northern Ontario.  These mining claims are comprised of approximately 88 
mining claim units. 
 
During the year ended September 30, 2008, the Company entered into a purchase and sale 
agreement with Fletcher Nickel Inc. (“Fletcher”) to sell its 100% interest in the Timmins 
Project to Fletcher. 
 
To acquire the 100% interest in the project, Fletcher has agreed to pay the following 
consideration: 
 
a) pay the Company an aggregate of $600,000 in cash in eight quarterly payments of 

$75,000 each beginning on the effective date of the purchase and sale agreement, with the 
final payment being made on or before January 15, 2010; 

 
b) issue to the Company 600,000 common shares in the capital of Fletcher (each a "Fletcher 

Share") on the effective date of the purchase and sale agreement and a second issuance 
of Fletcher Common Shares on May 15, 2009 having an aggregate value of $325,000, 
based on a weighted average trading price formula calculated as at the time of issuance. 

 
The Company also retains a 1.5% NSR in the project, of which 1.0% can be repurchased by 
Fletcher for $1.0 million. 
 
As at September 30, 2009, the Company has received the cash payments totalling $175,000 
and 600,000 Fletcher shares with a total fair value of $420,000 as at the time of issuance, and 
these amounts had been recorded as a reduction to the carrying value of the Timmins Project. 
 
However, Fletcher failed to make the payments that were due in 2009.  During the year ended 
September 30, 2010, Fletcher and the Company had agreed to terminate the purchase and sale 
agreement and the Timmins Project continues to be 100% owned by the Company. 
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5. Resource Properties (continued) 
 

(vi) Sudbury Project (Sudbury, Ontario) 
 
During the year ended September 30, 2005, the Company acquired by way of purchase and 
staking, a 100% undivided legal and beneficial interest in certain mining claims in the prolific 
Sudbury Mining Camp of northern Ontario.  It includes 28 mining comprised of 350 mining 
claim units covering approximately 14,000 acres.  The vendor was reimbursed for the costs of 
staking and recording these claims and was granted a 1.5% NSR.  The Company may, at its 
option, repurchase 1% of the NSR from the vendor for $1.0 million. 
 
During the year ended September 30, 2006, the Company entered into an option agreement 
with Wallbridge Mining Company Ltd. (“Wallbridge”).  Wallbridge has the right to earn a 
60% interest by issuing 1,050,000 common shares to the Company (of which all 1,050,000 
shares had been issued) and incurring $1.2 million in exploration expenditures by December 
31, 2009.  Wallbridge has the right to increase its interest to 72.5% by completing a bankable 
feasibility study and arranging the financing for the project through to commercial 
production. 
 
Wallbridge has fulfilled its commitments under the Option Agreement and accordingly, 
Wallbridge currently holds a 60% interest in a new Joint Venture with Pele, with Wallbridge 
holding 60% and Pele holding a 40% interest in the Joint Venture. 
 
A $200,000 program has been proposed by Wallbridge, and the Company has notified 
Wallbridge that it will not fund its share of this program, and upon completion of the program 
its interest in the joint venture will be reduced to approximately 36%. 
 

6. Capital Stock 
 
Authorized 

  
 Unlimited common shares 
 

Issued 
     

  Number 
  of Shares Amount   
 
 Balance at October 1, 2010 113,645,908 $ 31,483,427 
       
 Issued for private placement (ii)  13,979,227  2,932,800 
 Issued on exercise of Compensation Options (ii)  272,222  69,961 
 Issued on exercise of options (ii)  100,000  37,590 
 Issued on exercise of warrants (ii)  2,333,000  583,250 
 Less: Share issuance costs - cash    (217,193) 
 Less: Share issuance costs - compensation warrants    (86,952) 
 
 Balance at December 31, 2010 (i) 130,330,357 $ 34,802,883  
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6. Capital Stock (continued) 
 
(i) The Company is conditionally committed to issue an additional 240,000 common shares in 

connection with the Ardeen Gold Project as more particularly described in Note 5(iii).   
 

(ii) During the three months ended December 31, 2010, the Company:  
 

a) completed a non-brokered private placement and issued 3,026,664 units at a price of 
$0.18 per unit for gross proceeds of $544,800 (of which 660,000 units were issued to an 
officer and two directors or their holding companies).  Each unit is comprised of one 
flow-through common share and one half non-transferable share purchase warrant, where 
each whole warrant entitles the holder to purchase one additional common share of the 
Company at a price of $0.25 per share until April 1, 2012.  

 
In connection with the private placement, the Company paid a cash fee of $15,820 and 
issued 87,889 non-transferable compensation warrants, where each warrant entitles the 
holder to purchase one common share of the Company at a price of $0.18 per share until 
April 1, 2012. 
 
The estimated fair value of the compensation warrants totalled $6,267 and this amount 
had been credited to the contributed surplus account; 
 

b) completed a non-brokered private placement and issued 4,600,000 units at a price of 
$0.18 per unit for gross proceeds of $828,000.  Each unit is comprised of one flow-
through common share and one half non-transferable share purchase warrant, where each 
whole warrant entitles the holder to purchase one additional common share of the 
Company at a price of $0.25 per share until April 6, 2012.  

 
In connection with the private placement, the Company paid a cash fee of $57,960 and 
issued 322,000 non-transferable compensation warrants, where each warrant entitles the 
holder to purchase one common share of the Company at a price of $0.18 per share until 
April 6, 2012. 
 
The estimated fair value of the compensation warrants totalled $26,726 and this amount 
had been credited to the contributed surplus account; 

 
c) completed a non-brokered private placement and issued 2,250,000 units (of which 

600,000 units were issued to a company owned by an officer and director) at a price of 
$0.16 per unit for gross proceeds of $360,000.  Each unit is comprised of one common 
share and one non-transferable share purchase warrant, where each warrant entitles the 
holder to purchase one additional common share of the Company at a price of $0.25 per 
share until October 6, 2012.  

 
In connection with the private placement, the Company paid a cash fee of $18,480 and 
issued 115,500 non-transferable compensation warrants, where each warrant entitles the 
holder to purchase one common share of the Company at a price of $0.16 per share until 
October 6, 2012. 

 
The estimated fair value of the compensation warrants totalled $13,133 and this amount 
had been credited to the contributed surplus account; 
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6. Capital Stock (continued) 
 

d) completed a non-brokered private placement and issued 3,333,333 units at a price of 
$0.30 per unit for gross proceeds of $1,000,000.  Each unit is comprised of one flow-
through common share and one half non-transferable share purchase warrant, where each 
whole warrant entitles the holder to purchase one additional common share of the 
Company at a price of $0.40 per share until November 16, 2012.  

 
In connection with the private placement, the Company paid a cash fee of $61,750 and 
issued 221,666 non-transferable compensation warrants, where each warrant entitles the 
holder to purchase one common share of the Company at a price of $0.30 per share until 
November 16, 2012. 
 
The estimated fair value of the compensation warrants totalled $32,496 and this amount 
had been credited to the contributed surplus account; 
 

e) completed a non-brokered private placement and issued 769,230 units at a price of $0.26 
per unit for gross proceeds of $200,000.  Each unit is comprised of one common share 
and one non-transferable share purchase warrant, where each warrant entitles the holder 
to purchase one additional common share of the Company at a price of $0.36 per share 
until November 16, 2012.  

 
In connection with the private placement, the Company paid a cash fee of $13,000 and 
issued 53,846 non-transferable compensation warrants, where each warrant entitles the 
holder to purchase one common share of the Company at a price of $0.26 per share until 
November 16, 2012. 
 
The estimated fair value of the compensation warrants totalled $8,330 and this amount 
had been credited to the contributed surplus account; 
 

f) issued 272,222 units for cash proceeds of $49,000 pursuant to the exercise of an 
equivalent number of Finder’s Compensation Options (“Compensation Options”).  Each 
unit is comprised of one common share and one half non-transferable share purchase 
warrant, where each whole warrant entitles the holder to purchase one common share at a 
price of $0.35 per share until November 20, 2010. These 136,111 warrants expired 
unexercised.  The estimated fair value at issuance of these compensation options was 
$20,961, and this amount has been added to the recorded value of the issued shares.   

 
g) issued 100,000 common shares pursuant to the exercise of an equivalent number of stock 

options for cash proceeds of $27,000.  The estimated fair value at issuance of these 
options was $10,590, and this amount has been added to the recorded value of the issued 
shares. 

 
i) issued 2,333,000 common shares pursuant to the exercise of an equivalent number of 

share purchase warrants for cash proceeds of $583,250.  
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6. Capital Stock (continued) 
  
The fair value of the compensation warrants was estimated at the grant date based on the 
Black-Scholes pricing model, using the following weighted average assumptions: 

  
   Expected dividend yield  Nil    
   Risk-free interest rate  1.39%   
   Expected life  1.7 years    

  Expected volatility 104% 
 
 Warrant pricing models require the input of highly subjective assumptions including the expected 

price volatility.  Changes in the subjective input assumptions can materially affect the fair value 
estimate, and therefore, the existing models do not necessarily provide a reliable measure of the fair 
value of the Company’s compensation warrants. 

 
7. Contributed Surplus 
 

Contributed surplus consist of the estimated fair values of the outstanding and expired 
compensation warrants, stock options and compensation options: 
  
Balance at October 1, 2010 $ 3,412,470 
Stock-based compensation expense  502,391 
Issuance of compensation warrants  86,952 
Compensation Options exercised  (20,961) 
Options exercised  (10,590) 
 
Balance at December 31, 2010 $ 3,970,262  
 

8. Stock Options, Warrants and Shareholder Rights Plan 
 

(i) Stock Options 
 

The Company maintains a Stock Option Plan (the “Plan”) for the benefit of directors, 
officers, employees and consultants.  The maximum number of common shares reserved for 
issuance and available for purchase pursuant to options granted under the Plan cannot exceed 
10% of the total number of common shares of the Company issued and outstanding at the 
date of any grant made.  In addition, the aggregate number of shares so reserved for issuance 
to one person may not exceed 5% of the issued and outstanding shares.  Options pursuant to 
the Plan are granted at the discretion of the Board of Directors, vest at schedules determined 
by the Board, and have an exercise price of not less than that permitted by the stock exchange 
on which the shares are listed. 
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8. Stock Options, Warrants and Shareholder Rights Plan (continued) 
 
The following summarizes the stock option activities for the three months ended December 
31, 2010:  

   
    Number Weighted    
     of Average   
    Options Exercise Price   

  
Balance at October 1, 2010    9,930,000 $ 0.42  
Granted    2,945,000  0.27 
Exercised    (100,000)  0.27 
Expired       (75,000)  0.27   
 
Outstanding at December 31, 2010    12,700,000 $ 0.39   
 
Exercisable at December 31, 2010    12,400,000 $ 0.39   
 
The Company had the following stock options outstanding as at December 31, 2010: 
 
Number of Options Exercisable Exercise Price Expiry Date  
  

 1,650,000 1,650,000 $0.260 February 1, 2011 
 30,000 30,000 $0.170 March 30, 2011 
 300,000 300,000 $0.600 March 30, 2011 
 200,000  200,000 $0.390  April 4, 2011 
 40,000  40,000 $0.200 October 1, 2011 
 200,000  200,000 $0.880 December 15, 2011 
 1,310,000  1,310,000 $1.100 December 31, 2011 
 400,000  400,000 $0.270 December 31, 2011 
 1,900,000  1,900,000 $0.170 December 31, 2011 
 500,000  400,000 $1.100 May 9, 2012 
 50,000  50,000 $0.170 December 31, 2012 
 200,000  200,000 $0.205 December 31, 2012  
 3,220,000  3,220,000 $0.270 December 31, 2012 
 500,000  500,000 $0.500 December 31, 2012 
 1,000,000  1,000,000 $0.170 December 31, 2013 
 1,000,000  1,000,000 $0.270 December 31, 2014 
 200,000  - $0.205 December 31, 2014 

12,700,000 12,400,000 

 
(ii) Warrants 

 
All of the outstanding warrants were issued in conjunction with the issuance of common 
shares.  Net proceeds received for the issuance of units comprising shares and warrants is 
reflected in capital stock. 
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8. Stock Options, Warrants and Shareholder Rights Plan (continued) 
 

The following summarizes the warrant activities:  
 

    Number Weighted    
     of Average   
     Warrants Exercise Price   

  
Balance at October 1, 2010    12,509,870 $ 0.27  
Issued    9,436,242 $ 0.28           
Exercised    (2,333,000) $ 0.25 
Expired      (3,041,109) $ 0.35   
 
Outstanding and exercisable at December 31, 2010   16,572,003 $ 0.27   
 
The Company had the following warrants outstanding as at December 31, 2010: 

 
 Number of   Type of Exercise 
 Warrants Series Share Price Expiry Date  
  
  4,165,300 KK Common shares $ 0.25   March 30, 2012 
  569,142   Common shares $ 0.18  March 30, 2012 
  2,331,700  LL Common shares $ 0.25  September 30, 2012 
  205,730   Common shares $ 0.16  September 30, 2012 
  1,513,334  MM Common shares $ 0.25  April 1, 2012 
  87,889   Common shares $ 0.18  April 1, 2012 
  1,300,000  NN Common shares $ 0.25  April 6, 2012 
  1,000,000  OO Common shares $ 0.25  April 6, 2012 
  322,000   Common shares $ 0.18  April 6, 2012 
  2,250,000  LL Common shares $ 0.25  October 6, 2012 
  115,500   Common shares $ 0.16  October 6, 2012 
  1,666,666  PP Common shares $ 0.40  November 16, 2012 
  221,666   Common shares $ 0.30  November 16, 2012 
  769,230  QQ Common shares $ 0.36  November 16, 2012  

 53,846   Common shares $ 0.26  November 16, 2012 
 

  16,572,003 
 

(iii) Shareholders’ Rights Plan  
 

The Company's Board of Directors approved a shareholders' rights plan, effective January 31, 
2007, which was ratified at the 2007 annual shareholders meeting.  This Rights Plan is 
intended to ensure, to the extent possible, that all shareholders of the Company are treated 
equally and fairly in connection with any take-over bid for the Company, and was designed to 
discourage discriminatory or unfair bids and to provide management, if appropriate, with 
sufficient time to pursue alternatives to maximize shareholder value. 
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9. Related Party Transactions 
 

During the three months ended December 31, 2010, the Company had the following transactions 
with related parties that have not been disclosed elsewhere in the financial statements: 
 
a) Consulting fees of $32,250 (2009 - $26,500) were earned by certain directors or their holding 

companies, of which $22,250 (2009 - $26,500) were deferred as resource property costs.  As at 
December 31, 2010, accounts payable and accrued liabilities included $1,500 accrued to one of 
the directors; 

 
b) Legal fees and share issuance costs of $41,950 (2009 - $36,000) were invoiced by a law firm in 

which a director of the Company is a partner.  As at December 31, 2010, accounts payable and 
accrued liabilities included $10,867 payable to this law firm; and 

 
c)  Accounting fees of $6,000 (2009 - $5,000) were incurred with an accounting firm in which an 

officer of the Company is the principal.  As at December 31, 2010, accounts payable and 
accrued liabilities included $5,000 accrued to this accounting firm. 

 
Additional related party transactions are described separately in note 6(ii)(a) and (c). 

 
10. Recent Accounting Pronouncements 
 
 Recent accounting pronouncements issued and not yet effective: 
 

International Financial Reporting Standards (“IFRS”) 
 
The CICA plans to incorporate IFRS into the CICA Handbook as a replacement for current 
Canadian Generally Accepted Accounting Principles for most publicly accountable enterprises 
effectively for fiscal years beginning on or after January 1, 2011. The transition date of October 1, 
2010 for the Company will require restatement for comparative purposes of amounts reported by 
the Company for the year ended September 30, 2011.  While the Company has begun assessing the 
adoption of IFRS for 2012, the financial reporting impact of the transition to IFRS has not been 
determined at this time. 
 
Business combinations 
 
In January 2009, the CICA published Section 1582, “Business Combinations” to replace Section 
1581.  The new standard requires the acquiring entity in a business combination to recognize most 
of the assets acquired and liabilities assumed in the transaction at fair value including contingent 
assets and liabilities, and recognize and measure the goodwill acquired in the business combination 
or a gain from a bargain purchase.  Acquisition-related costs are to be expensed.  This new standard 
applies prospectively to business combinations for which the acquisition date is on or after the 
beginning of the first annual reporting period on or after January 1, 2011.  This new standard will 
only have an impact on the Company’s consolidated financial statements for future acquisitions that 
will be made in periods subsequent to the date of adoption. 
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10. Recent Accounting Pronouncements (continued) 
 
Consolidated financial statements and non-controlling interests 
 
In January 2009, the CICA published Section 1601, “Consolidated Financial Statements”, and 
Section 1602, “Non-controlling Interests” replacing Section 1600. Section 1601 carries forward 
guidance from Section 1600 with the exception of non-controlling interests, which are addressed in 
a separate section.  This standard requires the Corporation to report non-controlling interests within 
equity, separately from the equity of the owners of the parent, and transactions between an entity 
and non-controlling interests as equity transactions.  These standards become effective January 1, 
2011 and early adoption is permitted.  All of the consolidated subsidiaries are currently 100% 
owned by the Company and therefore the application of this new standard is not expected to have 
any impact on the financial statements of the Company. 
 

11.  Subsequent Events 
 

Subsequent to the six months ended December 31, 2010, the Company: 
 
a) issued 1,850,000 common shares pursuant to the exercise of an equivalent number of stock 

options for cash proceeds of $507,000; 
 
b) issued 283,389 common shares pursuant to the exercise of an equivalent number of share 

purchase warrants for cash proceeds of $69,867; and 
 

c) granted an aggregate of 350,000 incentive stock option to an officer and director of the 
Company, of which 300,000 options are exercisable on January 1, 2011 at the exercise price of 
$0.325 per share, and the balance of 50,000 options are exercisable February 1, 2011 at the 
exercise price of $0.43 per share.  Theses options all expire on December 31, 2012. 

 
 

 


