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 February 28, 
2011 

 August 31, 
2010 

 (unaudited)  (audited) 
 $  $ 
Assets   
Current assets   
 Cash  12,427  117,421
 Short term investments (Note 3) 3,946,859  5,056,988
 Sales tax receivable and other receivables 93,254  133,806
 Due from partners, without interest, on demand 29,794  8,337
 Taxes credits receivable 55,262  25,914
 Prepaid expenses 7,045  24,299
 Listed shares held for trading 270,375  218,625
 4,415,016  5,585,390
   
Exploration funds  -  638,342
   
Mining assets (Note 4)   
 Mining properties 1,513,342  1,812,930
 Deferred exploration expenses 7,894,661  6,714,836
 13,823,019  14,751,498
   
Liabilities   
Current liabilities   
 Accounts payable and accrued liabilities 231,938  738,643
 Due to partners, without interest, on demand 75,027  20,000
 306,965  758,643
   
Shareholders’ Equity   
Share capital (Note 5) 42,029,417  41,827,367
Contributes surplus (Note 5d) 2,223,018  2,136,614
Deficit (30,736,381)  (29,971,126)
 13,516,054  13,992,855
   
 13,823,019  14,751,498
   
 
The accompanying notes are an integral part of the financial statements. 
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 Three-month period ended 
February 28, 

 Six-month period ended 
February 28, 

 2011  2010  2011  2010 
 $  $  $  $ 
EARNINGS AND COMPREHENSIVE 
LOSS 

  

   
Expenses   
 General and administrative 42,296  145,145 80,088  194,054
 Travelling and promotion 5,627  6,837 9,527  14,532
 Investors and shareholders relations 31,053  47,558 54,668  83,042
 Professional and consulting fees 73,916  62,580 116,912  108,600
 General exploration 253  2,170 4,524  2,170
 Stock-based compensation 100,222  195,938 104,748  195,938
 Amortization -  1,374 -  2,748
 Fair value variation on financial  
  instruments held for trading 11,994

 
(6,692)

 
(50,379)

 
7,450

 Write-off of mining assets 472,124  499 472,124  7,419
 737,485  455,409 792,212  615,953
    
Other income     
 Interest income 10,015  5,575 22,013  12,415
 Project management fees 2,539  14,923 4,944  18,123
 12,554  20,498 26,957  30,538
    
Loss before income taxes (724,931)  (434,911) (765,255) (585,415)
    
Future income taxes -  884,000 - 884,000
Net income (loss) and comprehensive 
 income (loss) (724,931)

 
449,089 (765,255) 298,585

   
Basic and diluted net loss per share (0,01)  - (0,01) -
    
Weighted average number of 
outstanding common shares 110,827,370

 
106,265,116

 
110,466,171 

 
98,128,967

    
DEFICIT  
  
Deficit, beginning of period  (30,011,450)  (28,327,102) (29,971,126) (28,174,223)
Net income (loss) (724,931)  449,089 (765,255) 298,585
Future income taxes related to flow-
 through shares -

 
(884,000) -

 
(884,000)

Share issue expenses -  (780,494) -  (782,869)
Deficit, end of period (30,736,381)  (29,542,507) (30,736,381) (29,542,507)
  
    
 
 
The accompanying notes are an integral part of the financial statements. 
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 Three-month period ended  
February 28, 

 Six-month period ended  
February 28, 

 2011  2010  2011  2010 
 $  $  $  $ 
Operating activities        
Net loss for the period (724,931)  449,089 (765,255) 298,585
 Non-cash items:    
  Stock-based compensation 100,222  195,938 104,748  195,938
  Amortization -  1,374 -  2,748
  Fair value variation on financial 
   instruments held for trading 11,994

 
(6,692)

 
(50,379)

 
7,450

  Write-off of mining assets 472,124  499 472,124  7,419
  Recovery of future income taxes -  (884,000) -  (884,000)
  Interest accrued on interest  
   income 5,423

 
(5,567) (5,334)

 
15,575

 (135,168)  (249,359) (244,096)  (356,285)
  
 Changes in non-cash working capital 
  items 

   

  Sales tax receivable 30,521  (17,866) 40,552  (9,917)
  Due from partners (4,393)  (2,525) (3,644)  (3,223)
  Prepaid expenses 6,096  5,714 17,254  12,507
  Accounts payable and accrued  
   liabilities (102,601)

 
(14,959) (55,988)

 
22,664

  Due to a partner (9,520)  14,960 (5,472)  14,664
 (79,897)  (14,676) (7,298)  36,695
Cash flows used in operating activities (215,065)  (264,035) (251,394)  (319,590)
  
Investing activities    
Purchase of short term investments  (2,650,770)  (4,500,000) (2,650,770)  (5,892,982)
Disposal of short term investments  3,523,204  - 4,403,204 1,365,000
Additions to mining properties (17,889)  (230) (34,852)  (17,364)
Deferred exploration expenses (664,569)  (616,142) (1,743,462)  (794,707)
Payments received from partners for 
 exploration costs -

 
108,574

 
18,530 113,074

Taxes credits cashed -  - - 4,475
Cash flows used in investing activities 189,976  (5,007,798) (7,350) (5,222,504)
  
Financing activities    
Issuance of common shares 33,750  6,085,362 153,750  6,110,362
Share issue expenses -  (482,305) -  (484,680)
Cash flows from financing activities 33,750  5,603,057 153,750  5,625,682
    
Net changes in cash and cash 
 equivalents 8,661

 
331,224 (104,994)

 
83,588

Cash, beginning of period 3,766  338,018 117,421  585,654
Cash, end of period 12,427  669,242 12,427  669,242
     
 
The accompanying notes are an integral part of the financial statements. 
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Six-month period ended February 28, 2011 
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1. Basis of presentation  
 
The financial statements of the Company have been prepared by management in accordance 
with generally accepted accounting principles in Canada for interim financial statements. These 
interim financial statements do not include all the note disclosures required for annual financial 
statements and therefore they should be read in conjunction with the Company’s audited financial 
statements for the year ended August 31, 2010. The accounting policies follow that of the most 
recently reported audited annual financial statements. 
 
 

2. Accounting estimates  
 
The preparation of interim financial statements in accordance with Canadian generally accepted 
accounting principles requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities at the date of the financial statements, and the reported 
amounts of revenues and expenses during the reporting period. Significant estimates include the 
carrying value of mining properties, deferred exploration expenses, stock-based compensation 
and future income taxes. Actual results may differ from those estimates. 
 
 

3. Short term investments 
 
As of February 28, 2011, short term investments include guaranteed investments from Canadian 
financial institutions totalling $3,946,859 cashable at any time without penalties, maturing 
between August 17, 2011 and February 9, 2011 and bearing interest rates between 0.90% and 
1.10%. 
 
 

4. Mining assets 
 

Mining properties  
August 31,

2010  Acquisitions  Write-offs 
 February 28,

2011 
  $  $  $  $ 
Quebec   
Launay  393,991 4,257 -  398,248
Mont Otish - 12,528 (12,528)  -
Troilus - 1,573 -   1,573
Ontario   
Timmins  272,976 52,095 -   325,071
Henderson 5,375 - -  5,375
Long Lac 19,824 61 -  19,885
Eldorado 25,333 - -  25,333
Rim Nickel – McFaulds 1,095,431 - (357,574)  737,857
 1,812,930 70,514 (370,102)  1,513,342
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4. Mining assets (Cont’d) 
 

Deferred exploration 
expenses  

August 31,
2010  

Expendi-
tures  

Tax 
credits  Write-offs  

February 28, 
2011 

  $  $  $    $ 
Quebec     
Launay   413,572 73,405 (29,348) -  457,629
Ungava  - 800 - (800)  -
Troilus  394,341 - - -  394,341
Ontario    
Timmins  3,853,630 840,758 - -  4,694,388
Henderson  35,331 20,499 - -  55,830
Long Lac  198,139 63,371 - -  261,510
Eldorado  207,191 127,742 - -  334,933
Rim Nickel - McFaulds  1,612,632 184,620 - (101,222)  1,696,030
  6,714,836 1,311,195 (29,348) (102,022)  7,894,661
     

 
a) Timmins 

i) Carscallen 
In October and November, 2010, the Company signed three agreements to acquire 100% 
interests in mining claims in consideration of $10,000 cash and two 2% Net Smelter 
Return (“NSR”) royalties of which 1% can be repurchased for $500,000 each. 

  
ii) Loveland 

On October 26, 2010, the Company signed an agreement to acquire 100% interest in 
mining claims in consideration of $1,000 cash and a 2% NSR royalty of which 1% can be 
repurchased for $500,000. 
 
In January 2011, Bold Ventures Inc. (“Bold”) earned its 10% interest in the Loveland 
property. According to the terms of the contract, Bold decided in February 2011 not to 
pursue the exploration and returned the 10% interest in the Loveland property to the 
Company in exchange of a $40,000 payment. 

 
 

b) Rim Nickel - McFaulds  
i) Rim Nickel West 

The Company has opted to relinquish its interest in the Rim Nickel West McFaulds 
property. Bold, the partner on this property, has also opted out of the project. The 
Company wrote off the mining property and deferred exploration expenses for $458,796. 

 
ii) Broke Back and Riverbank 

On September 1, 2010, the Company signed a letter of intent with Green Swan Capital 
Corp (“Green Swan”), a capital pool company, whereby Green Swan can acquire a 100% 
interest in the Brokeback and Riverbank properties by issuing 10,000,000 of its shares to 
Melkior.  The property is subject to a 2.5% NSR royalty.  The finalization of the sale to 
Green Swan is conditional on regulatory and board approvals as well as the latter raising 
$650,000 for exploration and administrative purposes.   
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5. Share capital  
 

Authorized: 
The Company's authorized share capital consists of an unlimited number of common shares of 
no par value and an unlimited number of preferred shares with an 8% non-cumulative dividend, 
redeemable at the value of paid up capital. 

 
Issued: 
Changes in the Company's common share capital were as follows: 
 

 
Six-month period 

ended February 28, 2011 

 
Number 

of shares  Amount 
   $ 
Balance at beginning of period 109,480,370  41,827,367
Exercise of stock options 1,470,000  153,750
Value of stock options exercised -  48,300
Balance at end of period 110,950,370  42,029,417
   
 
a) Stock option plan 

 
The Board of Directors has approved the conversion of its rolling stock option plan to a fix 
stock option plan (the “Plan”) and received the TSX Venture approval on January 19, 
2011.  The reason for this change is to simplify the administration of the Plan and also to 
incorporate the numerous amendments brought recently to the TSX Venture Exchange’s 
policy relating to stock options. The following are the major changes to the Plan: 

• The number of shares to be delivered upon the exercise of all options granted 
under the plan shall not exceed 10,948,000, being slightly less than 10% of the 
Company's issued and outstanding shares; 

• Unless indicated otherwise by the Board at the time of grant, 1/6 of options 
granted shall vest every three months from the date of the grant; 

• In the event that an optionee ceases to be an eligible person prior to the expiry 
date of his options, the options shall expire 12 months after the termination date 
or on the expiry date, whichever comes first (except for persons providing 
investor relations activities who will remain subject to a 30 day expiry period). In 
the event of termination with cause, the options of an eligible person shall expire 
on the date of the notice of termination; and 

• Options shall no longer be subject to a 4 month hold period from the date of 
grant. 
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5. Share capital (Cont’d) 
 
A summary of changes of the Company’s common share purchase options is presented 
below: 
 

 
Six-month period 

ended February 28, 2011 

 
Number 

of options  

Weighted 
average 

exercise price
   $ 
Balance at beginning of period 9,270,000  0.32 
Granted 2,400,000  0.27 
Exercised (1,470,000) 0.10 
Cancelled (300,000) 0.35 
Balance at end of period  9,900,000  0.31 
Option exercisable at end of period 7,500,000  0.32 
 
During fiscal 2010, some stock options were granted to consultants involved in 
exploration work and in administration. Based on the duration of their contracts, their 
stock-based compensation cost for $19,252 and $9,052 was capitalized in the deferred 
exploration expenses and expensed in the statement of earnings respectively for the six- 
month ended February 28, 2011.  

 
For the six-month period ended February 28, 2011, the Company granted 2,400,000 
stock options. These options were granted at an exercise price superior at the closing 
market value of the shares the previous day of the grant. The total fair value of these 
options amount to $426,000 of which $351,540 will be accounted for in stock-based 
compensation ($104,748 as of February 28, 2011) and $74,460 will be capitalized in the 
deferred exploration expenses ($29,956 as of February 28, 2011). The hypotheses used 
include an average interest rate without risk of 2.45%, an average expected life of the 
options of 5 years, no expected dividend yield, an estimated average volatility of 92.6% 
and a weighted average fair value per option of $0.18.   
 
In detail, their fair value was calculated with the following assumptions: 

 
Grant date December 23, 2010 February 16, 2011 
   

Optionee 
Directors, officer and 

consultants 
Consultant 

Number of options 2,200,000 200,000 
Exercise price $0.27 $0.27 
Exercise price compared to the 
market 

Higher Higher 

Risk free interest  2.45% 2.44% 
Average expected volatility 92,14% 91.16% 
Expected dividend - - 
Expected life (years) 5 5 
Vesting  1/6 every 3 months 1/6 every 3 months 
Estimated fair value per option $0.18 $0.15 
Estimated fair value $396,000 $30,000 
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5. Share capital (Cont’d) 
 
The following table summarizes information about common share purchase options 
outstanding and exercisable as at November 30, 2010: 
 

Number of options 
outstanding  

Number of 
options 

exercisable 
Exercise 

price Expiry date 
   $   

200,000  200,000 0.20  May 8, 2011 
1,400,000  1,400,000 0.30  January 15, 2012 

100,000  100,000 0.35  October 26, 2012 
1,900,000  1,900,000 0.50  December 17, 2012 

200,000  200,000 0.25  February 25, 2013 
300,000  300,000 0.10  November 7, 2013 
400,000  400,000 0.40  August 7, 2014 
900,000  900,000  0.36  December 30, 2014 

1,900,000  1,900,000  0.20  July 16, 2015 
200,000  200,000  0.20  July 28, 2015 

2,200,000  -  0.27  December 23, 2015 
200,000  -  0.27  February 16, 2016 

9,900,000  7,500,000     
       

 
b) Warrants 

 
A summary of changes of the Company’s warrants is presented below: 
 

 
Six-month period 

ended February 28, 2011 

 
Number 

of warrants  

Weighted 
average 
exercise 

price 
   $ 
Balance at beginning and end of period 22,915,766  0.39 
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5. Share capital (Cont’d) 
 
Warrants outstanding as at February 28, 2011 are as follows: 
 

Number 
of warrants  

Exercise 
price Expiry date 

  $  
4,758,928  0.35 June 30, 2011 

146,562  0.25 June 30, 2011 
4,496,499  Y1: 0.40  Y2: 0.50 December 15, 2011 

125,000  Y1: 0.40  Y2: 0.50 December 17, 2011 
665,965  0.30 December 15, 2011 
965,640  0.33 December 15, 2011 
25,000  0.30 December 17, 2011 

2,903,226  0.25 December 18, 2011 1) 
1,659,999  0.60 March 13, 2012 2) 6) 

590,000  0.60 March 27, 2012 3) 6) 
1,578,947  0.60 May 8, 2012 4) 
5,000,000  0.35 June 9, 2013 5)  

22,915,766    
   

 
Note: 
1) The expiry date was extended from December 18, 2008 to December 18, 2011. 
2) The expiry date was extended from March 13, 2008 to March 13, 2012. 
3) The expiry date was extended from March 27, 2008 to March 27, 2012. 
4) The expiry date was extended from May 8, 2008 to May 8, 2012. 
5) The expiry date was extended from June 9, 2009 to June 9, 2013 
6) These warrants are subject to an accelerated expiry if the volume weighted average 

price of the common shares is at least $0.80 for any period of 20 consecutive trading 
days. The Company may then, within five business days of such 20 trading day 
period, provide notice by press release to the holders of warrants (the “Accelerated 
Expiry Notice”) that the warrants shall terminate on the earlier of the date that is 25 
days following the date of the Accelerated Expiry Notice or the warrants expiry date.  

 
d) Contributed surplus 

 
A summary of changes of the Company’s contributed surplus is presented below: 
 

 

Six-month 
period ended 
February 28, 

2011 
 $ 
Balance at beginning of the period 2,136,614 
Stock-based compensation in favor of directors and officers (note 5a) 98,004 
Stock-based compensation in favor of consultants (note 5a) 36,700 
Exercise of stock options credited to share capital (48,300) 
Balance at end of period  2,223,018 
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6. Statement of cash flows  
 
 Three-month period ended  

February 28, 
Six-month period ended  

February 28, 
 2011 2010 2011 2010 
 $ $ $ $ 
Additional information      
Exercise of options credited to share capital 24,300  25,000 48,300 50,000
Exercise of warrants credited to share 
 capital -

 
860

 
- 860

Agent warrants granted for raising capital -  298,189 - 298,189
Future income taxes accounted for in share 
 issue expenses -

 
884,000

 
- 884,000

Tax credits receivable applied against 
 deferred exploration expenses 13,910

 
542

 
29,348 11,251

Additions of mining properties included in 
 accounts payable and accrued 
 liabilities 

-
 

183,350
 

- 183,350

Additions of deferred exploration expenses 
 included in accounts payable and 
 accrued liabilities 54,844

 

37,143

 
 

54,844 37,143
Due from partners included in deferred 
 exploration expenses and mining 
 properties 765

 

6,155

 
 

765 6,155
Due to a partner included in deferred 
 exploration expenses 24,458

 
2,880

 
24,458 2,880

Listed shares received on disposal of 
 mining assets -

 
60,000

 
- 60,000

Exploration funds deducted from short-term 
 investments -

 
2,994,907

 
- 2,994,907

Stock-based compensation included in 
 deferred exploration expenses 20,330

 
37,500

 
29,956 37,500

 


