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Independent Auditor’s Report 
 
 
 
To the Shareholders of  
Melkior Resources Inc. 
 
 
 
We have audited the accompanying financial statements of Melkior Resources Inc., 
which comprise the statements of financial position as at August 31, 2012 and 2011 
and as at September 1, 2010 and the statements of comprehensive income, the 
statements of changes in equity and the statements of cash flows for the years 
ended August 31, 2012 and 2011 and a summary of significant accounting policies 
and other explanatory information. 
 
Management’s responsibility for the financial statements 
 
Management is responsible for the preparation and fair presentation of these 
financial statements in accordance with International Financial Reporting Standards 
and for such internal control as management determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s responsibility 
 
Our responsibility is to express an opinion on these financial statements based on 
our audits. We conducted our audits in accordance with Canadian generally 
accepted auditing standards. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements. The procedures selected 
depend on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the 
entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained in our audits is sufficient and 
appropriate to provide a basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements present fairly, in all material respects, the 
financial position of Melkior Resources Inc. as at August 31, 2012 and 2011 and 
September 1, 2010 and its financial performance and its cash flows for the years 
ended August 31, 2012 and 2011 in accordance with International Financial 
Reporting Standards. 
 
Emphasis of Matter 
 
Without qualifying our opinion, we draw attention to Note 1 in the financial 
statements which indicates that the Company has not generated any income or 
cash flows from operations and the Company’s deficit amount to $33,501,379 as at 
August 31, 2012. These conditions, along with other matters as set forth in Note 1, 
indicate the existence of a material uncertainty that may cast significant doubt 
about the Company’s ability to continue as a going concern. 
 
 
 
 
 
Val-d’Or 
December 3, 2012 
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 August 31,  September 1,
 2012  2011  2010 
 $  $  $ 
Assets   
Current    
Cash  23,495 50,092  117,421
Short-term investments (Note 5)  1,279,370 2,226,396  5,695,330
Sales tax receivable and other receivables 60,377 185,998  133,806
Due from partners, without interest, on demand - 29,794  8,337
Taxes credits receivable 48,970 33,684  25,914
Prepaid expenses 15,635 20,467  24,299
Listed shares  271,125 146,750  218,625
 1,698,972 2,693,181  6,223,732
   
Non-current   
Exploration and evaluation assets (Note 6)   
 Mining properties 893,221 1,515,443  1,812,930
 Exploration and evaluation expenses 10,454,878 10,064,817  6,714,836
 11,348,099 11,580,260  8,527,766
   
Total assets 13,047,071 14,273,441  14,751,498
   
Liabilities   
Current    
Accounts payable and accrued liabilities 160,520 1,057,635  738,643
Due to a partner, without interest, on demand - 4,894  20,000
Other liabilities 51,209 -  47,307
Total liabilities 211,729 1,062,529  805,950
   
Shareholders’ Equity   
Share capital (Note 7) 42,448,723 41,493,723  41,291,673
Contributed surplus  3,887,998 2,978,022  2,136,614
Deficit (33,501,379) (31,260,833)  (29,482,739)
Total equity 12,835,342 13,210,912  13,945,548
   
Total liabilities and equity 13,047,071 14,273,441  14,751,498
   
 
The accompanying notes are an integral part of the financial statements. 
 
 
 
These financial statements were approved and authorized for issue by the Board of Directors on 
December 3, 2012. 
 
 
 
(s)  Jens E. Hansen  (s)  Norman Farrell  
Jens E. Hansen  Norman Farrell 
President and Director  Director 
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 Year ended August 31,  
 2012  2011 
 $  $ 
Expenses   
 Salaries and employee benefits expense 12,988  54,485
 Office expenses 111,518  112,406
 Travelling and promotion 11,806  23,916
 Investors and shareholders relations 105,615  108,124
 Professional and consulting fees 203,843  208,397
 Exploration 1,830  3,991
 Allowance for losses on a receivable 28,375  -
 Stock-based compensation 95,700  283,712
 Loss on sale of exploration and evaluation assets 128,685  -
 Write-off of exploration and evaluation assets 727,953  486,650
 1,428,313  1,281,681
   
Operating loss  (1,428,313)  (1,281,681)
Interest income 11,506  44,034
Project management fees -  4,944
Change in value of listed shares (158,125)  (60,698)
Loss before income taxes (1,574,932)  (1,293,401)
   
Deferred income taxes recovery (Note 8) 92,801  47,307
Net loss and comprehensive loss for the year (1,482,131)  (1,246,094)
   
Basic and diluted net loss per share (0.01)  (0.01)
   
Weighted average number of outstanding common shares 115,599,447  110,704,342
   
 
The accompanying notes are an integral part of the financial statements. 
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Number of 
common 
shares 

outstanding
Share 
capital 

Contributed 
surplus Deficit 

 

Total 
equity 

  $ $ $  $ 
Balance at September 1, 2011 110,950,370 41,493,723 2,978,022 (31,260,833)  13,210,912
Net loss and comprehensive 
 loss - - - (1,482,131) (1,482,131)
Private placement for cash – 
 flow-through units 8,572,500 1,176,500 - - 

 
1,176,500

Benefit related to flow-through 
 shares renunciation - (144,010) - - 

 
(144,010)

Value attributed to warrants - (77,490) 77,490 -  -
Share issue expenses - - - (79,515)  (79,515)
Stock-based compensation - - 153,586 -  153,586
Warrants extension - - 678,900 (678,900)  -
Balance at August 31, 2012 119,522,870 42,448,723 3,887,998 (33,501,379)  12,835,342
   
 
 
Balance at September 1, 2010 109,480,370 41,291,673 2,136,614 (29,482,739)  13,945,548
Net loss and comprehensive 
 loss - - - (1,246,094) (1,246,094)
Options exercised 1,470,000 202,050 (48,300) -  153,750
Stock-based compensation - - 357,708 -  357,708
Warrant extension - - 532,000 (532,000)  -
Balance at August 31, 2011 110,950,370 41,493,723 2,978,022 (31,260,833)  13,210,912
   
 
 
The accompanying notes are an integral part of the financial statements. 
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 Year ended August 31, 
 2012  2011 
 $  $ 
Operating activities   
Net loss  (1,482,131)  (1,246,094)
 Non-cash items:   
  Stock-based compensation 95,700  283,712
  Change in value of listed shares 158,125  60,698
  Loss on sale of exploration and evaluation assets 128,685  -
  Write-off of exploration and evaluation assets 727,953  486,650
  Interest accrued on short-term investments 5,256  (2,609)
  Deferred income taxes recovery (92,801)  (47,307)
 (459,213)  (464,950)
   
 Changes in non-cash working capital items   
  Sales tax receivable and other receivables 125,621  (52,192)
  Prepaid expenses 4,832  3,832
  Accounts payable and accrued liabilities (95,523)  (73,399)
 34,930  (121,759)
Cash flows from operating activities (424,283)  (586,709)
   
Investing activities   
Purchase of short-term investments (2,078,000)  (4,076,661)
Disposal of short-term investments  3,019,770  7,548,204
Disposal of listed shares -  11,178
Additions to mining properties (29,655)  (77,161)
Disposal of mining properties 25,000  -
Exploration and evaluation expenses (1,646,440)  (3,079,423)
Due from partners 4,571  (3,644)
Due to a partner (598)  598
Payments received from partners for exploration costs -  18,531
Taxes credits received 6,053  24,008
Cash flows from investing activities (699,299)  365,630
   
Financing activities   
Issuance of shares and warrants 1,176,500  153,750
Share issue expenses (79,515)  -
Cash flows from financing activities 1,096,985  153,750
   
Net changes in cash (26,597)  (67,329)
Cash, beginning of year 50,092  117,421
Cash, end of year 23,495  50,092
   
   
 
See Note 10 on supplemental disclosure of cash flow information 
 
The accompanying notes are an integral part of the financial statements. 
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1. General information, nature of operations and going concern 
 
Melkior Resources Inc. (the ‘‘Company’’), incorporated under the Canada Business Corporations Act, 
is a junior mining exploration company operating in Canada. The address of registered office is 1801, 
McGill College avenue, suite 1325, Montreal, Quebec, H3A 2N4. The principal place of business is 
3208 Richmond Road, Ottawa, Ontario, K2H 5B6, Canada. The Company’s shares are listed on the 
TSX Venture Exchange under the symbol MKR. 
 
The financial statements have been prepared in compliance with International Financial Reporting 
Standards (“IFRS”) and on the basis of the going concern assumption, meaning the Company will be 
able to realize its assets and discharge its liabilities in the normal course of operations. 
 
Given that the Company has not yet determined whether its mineral properties contain mineral 
deposits that are economically recoverable, the Company has not yet generated income nor cash 
flows from its operations. As at August 31, 2012, the Company has a deficit of $33,501,379 
($31,260,833 as at August 31, 2011). These material uncertainties cast a significant doubt regarding 
the Company’s going concern. 
 
The Company’s ability to continue as a going concern is dependent upon its ability to raise additional 
financing to further explore its mineral properties. Even if the Company has been successful in the 
past in doing so, there is no assurance that it will manage to obtain additional financing in the future.  
 
The carrying amounts of assets, liabilities and expenses presented in the financial statements and the 
classification used in the statement of financial position have not been adjusted as would be required 
if the going concern assumption was not appropriate. 
 

2. Summary of accounting policies 
 
The significant accounting policies used in the preparation of these financial statements are described 
below. 
 
a) Basis of preparation and compliance with IFRS  

 
The Company’s financial statements were previously prepared in accordance with Canadian 
generally accepted accounting principles (“Previous GAAP”) as set out in the Handbook of the 
Canadian Institute of Chartered Accountants (“CICA Handbook”). In 2010, the CICA Handbook 
was revised to incorporate IFRS, and require publicly accountable enterprises to apply such 
standards effective for years beginning on or after January 1, 2011. Accordingly, these year end 
financial statements have been prepared in accordance with IFRS. In the financial statements, 
the term “Previous GAAP” refers to Canadian GAAP before the adoption of IFRS. 
 
The financial statements have been prepared using accounting policies specified by those IFRS 
that are in effect at August 31, 2012. 
 
These accounting policies have been used throughout all periods presented in the financial 
statements, except where the Company has applied certain accounting policies and exemptions 
upon transition to IFRS. The exemptions applied by the Company and the effects of transition to 
IFRS are presented in Note 14. 

 
b) Presentation of financial statements in accordance with IAS 1 

 
The financial statements are presented in accordance with IAS 1, Presentation of Financial 
Statements. The Company has elected to present the statement of comprehensive income in a 
single statement.  



Melkior Resources Inc. 
Notes to Financial Statements 
As at August 31, 2012 and 2011 and September 1, 2010 
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2. Summary of significant accounting policies (Cont’d) 
 
In accordance with IFRS 1, First-time adoption of international financial reporting standards, the 
Company presents three statements of financial position in its first IFRS financial statements. In 
future years, IAS 1 requires two comparative periods to be presented for the statement of 
financial position only in certain circumstances. 

 
c) Basis of evaluation 

 
These financial statements are prepared using the historical cost method, except for the listed 
shares which are measured at fair value. 
 

d) Standards issued that are not yet effective but have been early adopted by the Company 
 
In the current year, the Company has applied IFRS 9 Financial Instruments (“IFRS 9”) (as issued 
in November 2009 and revised in October 2010) and the related consequential amendments in 
advance of their effective dates. The date of initial application (i.e. the date on which the 
Company has assessed its existing financial assets and financial liabilities) is September 1, 2010. 
The Company has applied IFRS 9 in accordance with the transitional provisions set out in IFRS 9; 
the Company has applied the requirements of IFRS 9 to instruments that have not been 
derecognized as at September 1, 2010 and has not applied the requirements to instruments that 
have already been derecognized as at September 1, 2010. Comparative amounts in relation to 
instruments that have not been derecognized as at September 1, 2010 have been restated, 
where applicable. 
 
IFRS 9 introduces new classification and measurement requirements for financial assets that are 
within the scope of IAS 39, Financial Instruments: Recognition and Measurement. Specifically, 
IFRS 9 requires all financial assets to be classified and subsequently measured at either 
amortized cost or fair value on the basis of the entity’s business model for managing the financial 
assets and the contractual cash flow characteristics of the financial assets. 
 
As required by IFRS 9, financial assets are measured at amortized cost only if (i) the asset is held 
within a business model whose objective is to hold assets in order to collect contractual cash 
flows and (ii) the contractual terms of the financial asset give rise on specified dates to cash flows 
that are solely payments of principal and interest on the principal amount outstanding. If either of 
the two criteria is not met, the financial assets are classified as at fair value through profit or loss 
(“FVTPL”). 
 
However, the Company may choose at initial recognition to designate a financial asset that meets 
the amortized cost criteria as at FVTPL if doing so eliminates or significantly reduces an 
accounting mismatch. In the current year, the Company has not elected to designate any financial 
instruments to be classified as at FVTPL. 
 
Financial instruments that are subsequently measured at amortized cost are subject to 
impairment. 
 
Investments in equity instruments are classified and measured as at FVTPL except when the 
equity investment is not held for trading and is designated by the Company as at fair value 
through other comprehensive income (FVTOCI). If the equity investment is designated as at 
FVTOCI, all gains and losses, except dividend income that is generally recognized in profit or loss 
in accordance with IAS 18, Revenue, are recognized in other comprehensive income and are not 
subsequently reclassified to profit or loss. 
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2. Summary of significant accounting policies (Cont’d) 
 
IFRS 9 also contains requirements for the classification and measurement of financial liabilities. 
One major change in the classification and measurement of financial liabilities relates to the 
accounting for changes in fair value of a financial liability (designated as at fair value through 
profit or loss) attributable to changes in the credit risk of that liability. 
 
As at September 1, 2010, the directors have reviewed and assessed the Company’s existing 
financial assets and liabilities. The initial application of IFRS 9 has had no impact on financial 
assets and liabilities. 
 

e) Functional and presentation currency  
 
The financial statements are presented in Canadian currency which is also the functional 
currency of the Company. 
 

f) Financial instruments  
Financial assets and financial liabilities are recognized when the Company becomes a party to 
the contractual provisions of the financial instrument. 
 
Financial assets are derecognized when the contractual rights to the cash flows from the financial 
asset expire, or when the financial asset and all substantial risks and rewards are transferred. A 
financial liability is derecognized when it is extinguished, discharged, cancelled or when it expires.  
 
Financial assets and liabilities are initially measured and recognized at their fair value. 
Transaction costs that are directly attributable to the acquisition or issue of financial assets and 
liabilities (other than financial assets and liabilities at fair value through profit or loss) are added to 
or deducted from the fair value of the financial asset and liabilities, as appropriate, on initial 
recognition. Transaction costs directly attributable to the acquisition of financial assets or liabilities 
at fair value through profit or loss are recognized immediately in profit or loss. 
 
Financial assets 
Financial assets that meet the following conditions are subsequently measured at amortized cost 
less impairment loss (except for financial assets that are designated as at fair value through profit 
or loss on initial recognition): 
♦ the asset is held within a business model whose objective is to hold assets in order to collect 

contractual cash flows; and 
♦ the contractual terms of the instrument give rise on specified dates to cash flows that are 

solely payments of principal and interest on the principal amount outstanding. 
 
All other financial assets are subsequently measured at fair value.  



Melkior Resources Inc. 
Notes to Financial Statements 
As at August 31, 2012 and 2011 and September 1, 2010 
(In Canadian dollars) 
 

- 11 - 

2. Summary of significant accounting policies (Cont’d) 
 
Amortized cost and effective interest method 
Income is recognized on an effective interest basis for financial assets measured subsequently at 
amortized cost. Interest income is recognized in profit or loss and is included in the interest 
income line item. Discounting is omitted where the effect of discounting is immaterial. 
 
Cash, short term investments, other receivables and due from partners are measured at 
amortized cost using the effective interest method.  
 
Financial assets at fair value through profit or loss (“FVTPL”) 
Financial assets at FVTPL are measured at fair value at the end of each reporting period, with 
any gains or losses arising on re-measurement recognized in profit or loss. The net gain or loss 
recognized in profit or loss is included in the ‘fair value variation on financial instruments’ line 
item. Fair value of listed shares is based on the last bid price on the stock market at the end of 
the year. 
 
Financial assets are reclassified from amortized cost to FVTPL when the business model is 
changed such that the amortized cost criteria are no longer met. Reclassification of financial 
assets that are designated as at FVTPL on initial recognition is not allowed. 
 
Dividend income on investments in equity instruments at FVTPL is recognized in profit or loss 
when the Company’s right to receive the dividends is established in accordance with IAS 18, 
Revenue, and is included in dividend income line. 
 
The Company’s listed shares fall into this category of financial instruments. 
 
Financial liabilities 
Financial liabilities are subsequently measured at amortized cost using the effective interest 
method, except for:  
♦ financial liabilities at fair value through profit or loss. Such liabilities, including derivatives that 

are liabilities, shall be subsequently measured at fair value.  
♦ financial liabilities that arise when a transfer of a financial asset does not qualify for 

derecognizing or when the continuing involvement approach applies. 
 
Accounts payable and accrued liabilities and due to partners are measured at amortized cost 
using the effective interest method.  
 
Impairment of financial assets 
All financial assets, except for those at fair value through profit or loss, are subject to review for 
impairment at least at each reporting date. Financial assets are impaired when there is any 
objective evidence that a financial asset or a group of financial assets is impaired. 
 
Objective evidence of impairment could include: 
♦ significant financial difficulty of the issuer of counterparty; 
♦ default or delinquency in interest of principal payments; or 
♦ it becoming probable that the borrower will enter in bankruptcy or financial reorganization. 
 
Individually significant receivables are considered for impairment when they are past due or when 
other objective evidence is received that a specific counterparty will default. Impairment of 
receivables are presented in profit or loss within allowance for losses on receivable if applicable. 
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2. Summary of significant accounting policies (Cont’d) 
 

g) Basic and diluted loss per share  
 
Basic loss per share is calculated by dividing the loss attributable to common equity holders of 
the Company by the weighted average number of ordinary shares outstanding during the period. 
Diluted earnings per share is calculated by adjusting loss attributable to ordinary equity holders of 
the Company, and the weighted average number of ordinary shares outstanding, for the effects of 
all dilutive potential ordinary shares which include options and warrants. Dilutive potential 
ordinary shares shall be deemed to have been converted into ordinary shares at the average 
market price at the beginning of the year or, if later, at the date of issue of the potential ordinary 
shares. 
 

h) Taxes credits receivable  
 
The Company is entitled to a refundable tax credit on qualified exploration expenditures incurred 
and refundable credit on duties for losses under the Mining Tax Act. These tax credits are 
recognized as a reduction of the exploration costs incurred. 
 

i) Exploration and evaluation assets  
 
Exploration and evaluation (“E&E”) expenses are costs incurred in the course of initial search for 
mineral resources before the technical feasibility and commercial viability of extracting a mineral 
resource are demonstrable. Costs incurred before the legal right to undertake E&E activities are 
recognized in profit or loss when they are incurred. 
 
Once the legal right to undertake E&E activities has been obtained, all costs of acquiring mineral 
rights, expenses related to the E&E of mining properties less refundable tax credits related to 
these expenses are recognized as E&E assets. Expenses related to E&E include topographical, 
geological, geochemical and geophysical studies, exploration drilling, trenching, sampling and 
other costs related to the evaluation of the technical feasibility and commercial viability of 
extracting a mineral resource. The various costs are capitalized on a property-by-property basis 
pending determination of the technical feasibility and commercial viability of extracting a mineral 
resource. These assets are recognized as intangible assets and are carried at cost less any 
accumulated impairment losses. No depreciation expenses are recognized for these assets 
during the E&E phase. 
 
Whenever a mining property is considered no longer viable, or is abandoned, the capitalized 
amounts are written down to their recoverable amounts; the difference is then immediately 
recognized in profit or loss.  
 
When technical feasibility and commercial viability of extracting a mineral resource are 
demonstrable, E&E assets related to the mining property are transferred to property and 
equipment in mining assets under construction. Before the reclassification, E&E assets are tested 
for impairment and any impairment loss is recognized in profit or loss before reclassification. 
 
To date, neither the technical feasibility nor the commercial viability of a mineral resource has 
been demonstrated. 
 
Although the Company has taken steps to verify title to the mining properties in which it holds an 
interest, in accordance with industry practices for the current stage of exploration and 
development of such properties, however these procedures do not guarantee the validity of the 
Company’s titles. Property titles may be subject to unregistered prior agreements and non-
compliance with regulatory requirements. 
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2. Summary of significant accounting policies (Cont’d) 
 
On the disposal of interest in connection with options agreement, the Company does not 
recognize expenses related to E&E performed on the property by the acquirer. Proceeds on the 
sale of exploration properties are applied by property in reduction of the mining properties, then in 
reduction of the E&E expenses and any residual is recorded in the statement of comprehensive 
income unless there is contractual work required in which case the residual gain is deferred and 
will reduce the contractual disbursements when done.  

 
Funds received from partners on certain properties where the Company is the operator in order to 
perform exploration work as per agreements, are accounted for in the statement of financial 
position as advances received for exploration work. These advances are reduced gradually when 
the exploration works are performed. The project management fees received when the Company 
is the operator are recorded in the statement of comprehensive income. When the partner is the 
operator, the management fees are recorded in the statement of financial position as E&E 
expenses.  
 

j) Operating lease agreements  
 
Leases in which a significant portion of the risks and rewards of ownership are retained by the 
lessor are classified as operating leases. Payments under an operating lease are charged to the 
statement of comprehensive income or capitalized in the exploration and evaluation assets on a 
straight-line basis over the period of the lease. Related expenses, such as maintenance and 
insurance expenses, are charged as incurred. 

 
k) Impairment of exploration and evaluation assets 

 
For the purposes of assessing impairment, assets are grouped at the lowest levels for which 
there are largely independent cash inflows (cash-generating units). As a result, some assets are 
tested individually for impairment and some are tested at a cash-generating unit level. Whenever 
events or changes in circumstances indicate that the carrying amount may not be recoverable, an 
asset or cash-generating unit is reviewed for impairment. 
 
Impairment reviews for exploration and evaluation assets are carried out on a project by project 
basis, with each project representing a potential single cash generating unit. An impairment 
review is undertaken when indicators of impairment arise, but typically when one of the following 
circumstances apply: 

♦ the right to explore the areas has expired or will expire in the near future with no 
expectation of renewal; 

♦ no further exploration or evaluation expenditures in the area are planned or budgeted; 
♦ no commercially viable deposits have been discovered, and the decision has been made 

to discontinue exploration in the area; 
♦ sufficient work has been performed to indicate that the carrying amount of the 

expenditure carried as an asset will not be fully recovered. 
 
Additionally, when technical feasibility and commercial viability of extracting a mineral resource 
are demonstrable, the exploration and evaluation assets of the related mining property are tested 
for impairment before these items are transferred to property and equipment. 
 
An impairment loss is recognized in profit or loss for the amount by which the asset’s or cash-
generating unit’s carrying amount exceeds its recoverable amount. The recoverable amount of an 
asset or a cash-generating unit is the higher of its fair value less cost to sell and its value in use. 
An impairment charge is reversed if the asset’s or cash-generating unit’s recoverable amount 
exceeds its carrying amount. All impairment charges (or reversals, if any) are included within 
write-off (recovery) of E&E assets in profit or loss. 
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2. Summary of significant accounting policies (Cont’d) 
 

l) Provisions and contingent liabilities  
 
Provisions are recognized when present obligations as a result of a past event will probably lead 
to an outflow of economic resources from the Company and amounts can be estimated reliably. 
Timing or amount of the outflow may still be uncertain. Provisions are measured at the estimated 
expenditure required to settle the present obligation, based on the most reliable evidence 
available at the reporting date, including the risks and uncertainties associated with the present 
obligation. Provisions are discounted when the time value of money is significant. 
 
The Company’s operations are governed by government environment protection legislation. 
Environmental consequences are difficult to identify in terms of amounts, timetable and impact. 
As of the reporting date, management believes that the Company’s operations are in compliance 
with current laws and regulations. Site restoration costs currently incurred are negligible. When 
the technical feasibility and commercial viability of extracting a mineral resource have been 
demonstrated, a restoration provision will be recognized in the cost of the mining property when 
there is constructive commitment that has resulted from past events, it is probable that an outflow 
of resources embodying economic benefits will be required to settle the obligation and the 
amount of the obligation can be measured with sufficient reliability. 
 
In those cases where the possible outflow of economic resources as a result of present 
obligations is considered improbable or remote, no liability is recognized, unless it was assumed 
in the course of a business combination. 
 
All provisions are reviewed at each reporting date and adjusted to reflect the current best 
estimate. 
 

m) Income taxes  
 
Tax expense recognized in profit or loss comprises the sum of deferred tax and current tax not 
recognized in other comprehensive income or directly in equity. Current income tax assets and/or 
liabilities comprise those obligations to, or claims from, fiscal authorities relating to the current or 
prior reporting periods, that are unpaid at the reporting date. Current tax is payable on taxable 
profit, which differs from profit or loss in the financial statements. Calculation of current tax is 
based on tax rates and tax laws that have been enacted or substantively enacted by the end of 
the reporting period.  
 
However, since the Company is in exploration phase and has no taxable income, tax expense 
recognized in profit or loss is currently comprised only of deferred tax. 
 
Deferred income taxes are calculated using the liability method on temporary differences between 
the carrying amounts of assets and liabilities and their tax bases. However, deferred tax is not 
provided on the initial recognition of goodwill or on the initial recognition of an asset or liability 
unless the related transaction is a business combination or affects tax or accounting profit. 
Deferred tax on temporary differences associated with shares in subsidiaries and joint ventures is 
not provided if reversal of these temporary differences can be controlled by the Company and it is 
probable that reversal will not occur in the foreseeable future. 
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2. Summary of significant accounting policies (Cont’d) 
 
Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are 
expected to apply to their respective period of realization, provided they are enacted or 
substantively enacted by the end of the reporting period. Deferred tax assets are recognized to 
the extent that it is probable that they will be able to be utilized against future taxable income.  
Deferred tax liabilities are always provided for in full. Deferred tax assets and liabilities are offset 
only when the Company has a right and intention to set off current tax assets and liabilities from 
the same taxation authority. 
 
Changes in deferred tax assets or liabilities are recognized as deferred income tax in profit or 
loss, except where they relate to items that are recognized in other comprehensive income or 
directly in equity, in which case the related deferred tax is also recognized in other 
comprehensive income or equity, respectively. 
 

n) Equity  
Share capital represents the amount received on the issue of shares. If shares are issued when 
options and warrants are exercised, the share capital account also comprises the compensation 
costs previously recorded as contributed surplus. In addition, if shares were issued as 
consideration for the acquisition of a mineral property or some other form of non-monetary 
assets, they were measured at their fair value according to the quoted price on the day of the 
conclusion of the agreement. 
 
Unit placements 
Proceeds from unit placements are allocated between shares and warrants issued using the 
residual method. Proceeds are first allocated to shares according to the quoted price of existing 
shares at the time of issuance and any residual in the proceeds is allocated to warrants. 
 
Flow-through placements 
Issuance of flow-through units represents in substance an issue of common shares, warrants and 
the sale of the right to tax deductions to the investors. When the flow-through shares are issued, 
the sale of the right to tax deductions is deferred and presented as other liabilities in the 
statement of financial position. The proceeds received from flow-through units are allocated 
between share capital, warrants and the liability using the residual method. Proceeds are first 
allocated to shares according to the quoted price of existing shares at the time of issuance and 
then to warrants according to the fair value of the warrants at the time of issuance and any 
residual in the proceeds is allocated to the liability. The fair value of the warrants is established 
using the Black-Scholes valuation model. When eligible expenses are incurred and the Company 
has the intention to renounce its right to tax deductions to the investors, the amount recognized in 
other liabilities is reversed and is recognized in profit or loss in reduction of deferred income tax 
expense. A deferred tax liability is also recognized for the taxable temporary difference that arises 
from the difference between the carrying amount of eligible expenditures capitalized as an asset 
and its tax basis. 
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2. Summary of significant accounting policies (Cont’d) 
 
Other elements of equity 
Contributed surplus includes charges related to share options and warrants. When share options 
and warrants are exercised, the related compensation cost is transferred to share capital. 
Retained deficit includes all current and prior period retained profits or losses, less issuance 
costs, net of any underlying income tax benefit from these issuance costs.  
 

o) Equity-settled share-based payments  
 
The Company operates equity-settled share-based remuneration plan (share options plan) for its 
eligible directors, officers, employees and consultants. None of the Company's plans feature any 
options for a cash settlement. 
 
All goods and services received in exchange for the grant of any share-based payments are 
measured at their fair values, unless that fair value cannot be estimated reliably. If the Company 
cannot estimate reliably the fair value of the goods or service received, the Company shall 
measure their value indirectly by reference to the fair value of the equity instruments granted. For 
the transactions with employees and others providing similar services, the Company measured 
the fair value of the services received by reference to the fair value of the equity instruments 
granted. 
 
All equity-settled share-based payments (except warrants to brokers) are ultimately recognized 
as an expense in the profit or loss or capitalized as an exploration and evaluation asset, 
depending on the nature of the payment with a corresponding credit to contributed surplus, in 
equity. Warrants to brokers, in respect of an equity financing are recognized as issuance cost of 
the equity instruments with a corresponding credit to contributed surplus, in equity. 
 
The expense is allocated over the vesting year, based on the best available estimate of the 
number of share options expected to vest. Estimates are subsequently revised if there is any 
indication that the number of share options expected to vest differs from previous estimates. Any 
cumulative adjustment prior to vesting is recognized in the current period. No adjustment is made 
to any expense recognized in prior period if share options ultimately exercised are different to that 
estimated on vesting. 
 

p) Segmental reporting 
The Company presents and discloses segmental information based on information that is 
regularly reviewed by the president and the Board of Directors. The president and the Board of 
Directors have joint responsibility for allocating resources and assessing performance. The 
Company is of the opinion that there is only a single segment of business being the exploration 
and evaluation of mineral resources in Canada. 
 

3. Standards, amendments and interpretations to existing standards that are not yet effective 
 and have not been adopted early by the Company 

 
At the date of authorization of these financial statements, certain new standards, amendments and 
interpretations to existing standards have been published but are not yet effective, and have not been 
adopted early by the Company. These standards will be adopted at the effective date. 
 
Management anticipates that all of the pronouncements will be adopted in the Company’s accounting 
policy for the first period beginning after the effective date of the pronouncement. Information on new 
standards, amendments and interpretations that are expected to be relevant to the Company’s 
financial statements is provided below. Certain other new standards and interpretations have been 
issued but are not expected to have an impact on the Company’s financial statements. 
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3. Standards, amendments and interpretations to existing standards that are not yet effective 
 and have not been adopted early by the Company (Cont’d) 

  
IFRS 11, Joint Arrangements, (“IFRS 11”)  
IFRS 11 replaces IAS 31, Interests in Joint Ventures, and SIC-13, Jointly Controlled Entities – Non-
monetary Contributions by Venturers. IFRS 11 requires a single method, known as the equity 
method, to account for interests in jointly controlled entities which is consistent with the accounting 
treatment currently applied to investments in associates. IAS 28, Investments in Associates and Joint 
Ventures, was amended as a consequence of the issuance of IFRS 11. In addition to prescribing the 
accounting for investment in associates, it now sets out the requirements for the application of the 
equity method when accounting for joint ventures. The Company has not yet assessed the impact of 
the standard or determined whether it will adopt the standard early.   
 
IFRS 12, Disclosure of Interest in Other Entities, (“IFRS 12”)  
IFRS 12 is a new and comprehensive standard on disclosure requirements for all forms of interests in 
other entities, including joint arrangements, associates, special purpose vehicles and other off-
balance sheet vehicles. The standard includes disclosure requirements for entities covered under 
IFRS 10 and IFRS 11. 

 
IFRS 13, Fair Value Measurement, (“IFRS 13”)  
IFRS 13 provides guidance on how fair value should be applied where its use is already required or 
permitted by other standards within IFRS, including a precise definition of fair value and a single 
source of fair value measurement and disclosure requirements for use across IFRS.  
 
IFRS 10 to 13 were issued by the IASB on May 12, 2011 and are effective for annual periods 
beginning on or after January 1, 2013. The Company has not completed its assessment of the impact 
of these pronouncements on the results, financial position or cash flows of the Company. 
 

4. Critical accounting estimates, judgments and assumptions 
 
When preparing the financial statements, management undertakes a number of judgments, estimates 
and assumptions about recognition and measurement of assets, liabilities, income and expenses. 
The actual results are likely to differ from the judgments, estimates and assumptions made by 
management, and will seldom equal the estimated results. Information about the significant 
judgments, estimates and assumptions that have the most significant effect on the recognition and 
measurement of assets, liabilities, income and expenses are discussed below.  
 
Impairment of exploration and evaluation assets  
Determining if there are any facts and circumstances indicating impairment loss or reversal of 
impairment losses is a subjective process involving judgment and a number of estimates and 
interpretations in many cases. 
 
When an indication of impairment loss or a reversal of an impairment loss exists, the recoverable 
amount of the individual asset or the cash-generating units must be estimated. 
 
The total write-off of the exploration and evaluation assets amounts to $727,953 for the year ended 
August 31, 2012 ($486,650 for the year ended August 31, 2011). No reversal of impairment losses 
has been recognized for the reporting periods. 
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4. Critical accounting estimates, judgments and assumptions (Cont’d) 
 
Share-based payments 
 
The estimation of share-based payment costs requires the selection of an appropriate valuation 
model and consideration as to the inputs necessary for the valuation model chosen. The Company 
has made estimates as to the volatility of its own share, the probable life of share options and 
warrants granted and the time of exercise of those share options and warrants. The model used by 
the Company is the Black-Scholes valuation model. 
 
Recognition of deferred income tax assets and measurement of income tax expense 
 
Management continually evaluates the likelihood that its deferred tax assets could be realized. This 
requires management to assess whether it is probable that sufficient taxable income will exist in the 
future to utilize these losses within the carry-forward period. By its nature, this assessment requires 
significant judgment. To date, management has not recognized any deferred tax assets in excess of 
existing taxable temporary differences expected to reverse within the carry-forward period. 
 

 
5. Short-term investments 

 
As of August 31, 2012, short-term investments include guaranteed investments from Canadian 
financial institutions totalling $1,279,370 ($2,226,396 on August 31, 2011, $5,695,330 on September 
1, 2010) cashable at any time without penalties, maturing between July 9, 2013 and August 20, 2013 
(between February 9, 2012 and August 17, 2012 on August 31, 2011 and between August 10, 2011 
and August 17, 2011 on September 1, 2010) and bearing interest rates between 1.15% and 1.40% 
(between 1% and 1.1% on August 31, 2011 and between 0.90% and 0.95% on September 1, 2010). 
 
On August 31, 2012, the balance on flow-through financing not spent according to the restrictions 
imposed by this financing arrangement represents $512,793 (none as of August 31, 2011 and 
$638,342 as of September 1, 2010) and is included in the short term investments. The Company has 
to dedicate these funds to Canadian mining properties exploration. 
 

 
6. Exploration and evaluation assets 

 

Mining properties  
August 31,

2011 
Acqui- 
sitions Write-offs Disposal  

August 31, 
2012 

  $ $ $ $  $ 
Quebec    
Launay   400,734 4,289 (19,000) (145,210)  240,813
Ungava  - 615 (615) -  -
Otish  - 205 (205) -  -
Troilus  4,279 826 (5,105) -  -
Ontario    
Timmins   325,071 16,950 (143,460) -  198,561
Henderson  5,375 - - -  5,375
Long Lac  19,885 - - -  19,885
Eldorado  28,134 400 - -  28,534
Rim Nickel – McFaulds  731,965 400 (163,400) (168,912)  400,053
  1,515,443 23,685 (331,785) (314,122)  893,221
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6. Exploration and evaluation assets (Cont’d) 
 

Mining properties 
August 31

2010 Acquisitions  Write-offs  
August 31

2011 
 $ $  $  $ 
Quebec   
Launay  393,991 6,743 -  400,734
Mont Otish - 12,651 (12,651)  -
Troilus - 4,279 -  4,279
Ontario   
Timmins  272,976 52,095 -  325,071
Henderson 5,375 - -  5,375
Long Lac 19,824 61 -  19,885
Eldorado 25,333 2,801 -  28,134
Rim Nickel–McFaulds 1,095,431 928 (364,394)  731,965
 1,812,930 79,558 (377,045)  1,515,443
   

 
Exploration and 
evaluation expenses  

August 31,
2011 

Expendi-
tures 

Tax 
credits 

Write-
offs 

Dispo- 
sal  

August 31,
2012 

  $ $ $ $   $ 
Quebec     
Launay   459,958 205,823 (21,339) - (35,975)  608,467
Ungava  - 1,139 - (1,139) -  -
Troilus  394,829 - - (394,829) -  -
Ontario    
Timmins  5,550,052 557,667 - (200) -  6,107,519
Henderson  55,830 - - - -  55,830
Long Lac  266,830 61,690 - - -  328,520
Eldorado  336,649 52,834 - - -  389,483
Rim Nickel – McFaulds  3,000,669 50,479 - - (86,089)  2,965,059
  10,064,817 929,632 (21,339) (396,168) (122,064)  10,454,878
     

 
Deferred exploration 
expenses  

August 31 
2010 

Expendi-
tures Tax credits  Write-offs  

August 31 
2011 

  $ $ $  $  $ 
Quebec     
Launay   413,572 77,564 (31,178) -  459,958
Ungava  - 800 - (800)  -
Troilus  394,341 1,590 (1,102) -  394,829
Ontario    
Timmins  3,853,630 1,696,422 - -  5,550,052
Henderson  35,331 20,499 - -  55,830
Long Lac  198,139 68,691 - -  266,830
Eldorado  207,191 129,458 - -  336,649
Rim Nickel-McFaulds  1,612,632 1,496,842 - (108,805)  3,000,669
  6,714,836 3,491,866 (32,280) (109,605)  10,064,817
     

 



Melkior Resources Inc. 
Notes to Financial Statements 
As at August 31, 2012 and 2011 and September 1, 2010 
(In Canadian dollars) 
 

- 20 - 

6. Exploration and evaluation assets (Cont’d) 
 
Quebec 
 
a) Launay and Launay-Trojan 

 
The Company holds claims located in the Launay township of Quebec. Certain claims are subject 
to a 1% Net Smelter Return (“NSR”) royalty.  
 
On April 27, 2012, the Company signed a letter agreement where it sold to Lakeside Minerals 
Corp. (“Acquirer”), a subsidiary of Lakeside Minerals Inc. (“Lakeside”), 6 claims from the Launay 
property and the 15 claims composing the Launay-Trojan block. The Acquirer will assume the 
NSR royalties of those claims. The Company received 750,000 shares of Lakeside valued at 
$52,500 according to the value of Lakeside shares at the closing on April 27, 2012. Of the 
$52,500, $15,000 was attributed to Launay and $37,500 was attributed to the Launay-Trojan 
block. A loss on disposal of E&E assets was recorded for $128,685 on the Launay-Trojan block. 
 
Some claims were dropped and therefore the cost of the property was written off by $19,000 in 
August 2012. 

 
b) Ungava 

The Company holds a 49% interest in the Delta-Kenty property located in the Ungava region in 
Quebec. Considering the market conditions that prevailed in fiscal 2009 where it was difficult to 
finance an exploration program for the Ungava project located in the far north, the Company 
didn’t expect to do extensive work on the property in the near future and consequently wrote-off 
the mining property costs and deferred exploration expenses in 2009. The Company does 
minimal work on the property and continues to write them off for $1,754 in 2012 and $800 in 
2011. 

 
c) Mont Otish 

In April 2007, the Company acquired claims located 30km northwest from the Otish basin. 
Following the airborne survey completed in the fall 2008 on the McLeod molybdenum property in 
the Otish Mountains, the Company decided to drop half of the claims and consequently wrote off 
half of the mining property costs and deferred exploration expenses in 2009. The Company does 
minimal work on the property and continues to write them off for $205 in 2012 and $12,651 in 
2011. 

 
d) Troilus 

As per an agreement signed on October 20, 2008 and amended August 24, 2011, the Company 
had the option to earn a 50% interest in some Troilus properties in Quebec from Beaufield 
Resources Inc. (“Beaufield”) by spending $500,000 on exploration over a four year period.  The 
President of the Company is also the President of Beaufield.  The Boards of Directors of both 
companies had approved this transaction. Beaufield was the operator and the Company spent an 
amount of $463,137 since the beginning of the agreement.  
 
On August 23, 2012, the Company terminated the agreement with Beaufield and consequently 
wrote off the property for $399,934. 

 
e) Other properties in Québec 

The Company holds claims in the Vauquelin and Tiblemont properties. The Vauquelin and 
Tiblemont properties and their deferred exploration expenses were written off in 2005. 
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6. Exploration and evaluation assets (Cont’d) 
 
Ontario 
 
f) Timmins  

i) Carscallen  
The Company holds a 100% interest in the Carscallen property, west of Timmins. Some 
claims are subject to a 1.5% NSR royalty while another group of claims is subject to a 2% 
NSR of which the Company has the right to buy out half (1%) of the NSR for $1,000,000. 
 
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% NSR royalties of 
which 1% can be repurchased for $500,000 each. 
 

ii) Loveland 
The Company holds a 100% interest in the Loveland property located in the Loveland 
Township. On October 26, 2010, the Company signed an agreement to acquire 100% 
interest in additional mining claims in consideration of $1,000 cash and a 2% NSR royalty of 
which 1% can be repurchased for $500,000. 
 
On November 27, 2009, the Company signed a letter of intent with Bold Venture Inc. (“Bold”) 
whereby Bold can acquire a 10% interest in the Loveland property by undertaking $125,000 
of exploration work. The Company was the operator. In January 2011, 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. 
 
No further exploration work was budgeted, therefore the property was written off in August 
2012 for $132,760. 
 

iii) Bristol 
In 2009, the Company staked the claims in the Bristol Township, West Timmins. On 
August 19, 2009, the Company signed a letter of intent with Northcore Resources Inc. 
(“Northcore”) (previously Big Red Diamond Corporation) whereby Northcore can acquire a 
50% interest in the Bristol property. Northcore issued 1,000,000 of its common shares to the 
Company (valued at $60,000 as per the value on the stock exchange of Northcore on August 
19, 2009) and will undertake $400,000 of exploration work over a period of 48 months on the 
claims to earn the 50% interest. The Company is the operator. As at August 31, 2012, 
$24,458 of work was completed for Northcore on the property. 
 

iv) Big Marsh 
The Company holds claims in the Carscallen Township near Timmins, subject to two 2% 
NSR, half (1%) of which may be repurchased for $1,000,000 each.  
 

v) Shaw  
The property is located approximately 13km south-east of the City of Timmins and was 
staked in 2009. Some claims are subject to two 1% NSR royalty, half (0.5%) of which can be 
repurchased for $1,000,000 each. Some claims were dropped and therefore the cost of the 
property was written off by $10,900 in August 2012.  

 
vi) Fripp  

 
The Fripp property is located approximately 25km southwest of Timmins. 
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6. Exploration and evaluation assets (Cont’d) 
 

g) Henderson 
On February 5, 2007, the Company acquired the Henderson property by staking claims in the 
Raglan Township in south-eastern Ontario.  
 
On August 4, 2009, the Company signed an agreement with First Nickel Inc., (“FNI”) whereby FNI 
has the right to earn up to 80% on the Henderson property. FNI can earn 50% by spending 
$60,000 on exploration in the first year.  At the 50% point, the Company will decide whether or 
not to participate.  If the Company doesn’t participate FNI can earn up to 80% by spending an 
additional $100,000 in the second year.  At the 80% point, the Company will participate or dilute 
to a 1.5% NSR Royalty. The Company can continue to explore for uranium independently from 
the FNI agreement. 
 
During the summer 2010, FNI earned its 50% interest. The Company chose to participate in the 
exploration over $60,000. 
 

h) Long Lac 
The Company acquired the Long Lac property through staking in Beardmore-Geraldton. 
 

i) Eldorado 
The Eldorado property is located approximately 20km southeast of Timmins. 
 

j) Rim Nickel - McFaulds 
 
i) Rim Nickel East 

The Company holds 100% of the Rim Nickel East property located in the McFaulds Lake 
area. The property is subject to a 2% NSR royalty half (1%) of which can be repurchased by 
the Company for $2,000,000.  
 
Some claims were dropped and therefore the cost of the property was written off by $163,400 
in August 2012. 
 

ii) Rim Nickel West 
The Company held 100% of the Rim Nickel West property located in the McFaulds Lake 
area. Bold Ventures Inc. (“Bold”) had acquired 50% of the West Rim Nickel property, 
following the completing of $125,000 in exploration work, as per the agreement signed on 
April 9, 2008 and amended on June 2, 2008.  
 
In March 2011, the Company has opted to relinquish its interest in the 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. 

 
iii) Riverside 

Adjoining the Rim Nickel East, the Company staked in June 2008, jointly with MacDonald 
Mines Exploration Ltd (“MacDonald”), the Riverside property. The Company owned 50% and 
MacDonald the other 50%. Those claims were dropped in 2011 and restaked without the 
participation of MacDonald and consequently the expenses before 2011 were written off for 
$14,403. Those claims will be integrated into the Rim Nickel East property. 
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6. Exploration and evaluation assets (Cont’d) 
 

iv) Broke Back and Riverbank 
On January 18, 2010, the Company signed an agreement to acquire 100% interest in the  
Broke Back and Riverbank properties, located in McFaulds region.  The Company acquired 
the 100% interest by reimbursing out of pocket staking costs of $167,400 and by undertaking 
the assessment work needed to renew the claims.  The property is subject to a 2% NSR 
royalty. The Company can repurchase 1% NSR for $1,000,000 within one year of presenting 
a scoping study.  One of the stakers of Broke Back and Riverbank is Geotest Corporation.  
Jens Hansen, president of the Company, is an officer of Geotest Corporation.   
 
In December 2011, the Company closed the transaction with Green Swan Capital Corp. 
(“Green Swan”) which consists of granting Green Swan the option to acquire up to an 
undivided 70% interest in the Riverbank and Broke Back properties and constitutes Green 
Swan’s qualifying transaction. 

 
Following the execution of a letter of intent on July 14, 2011, the parties subsequently 
executed a formal option agreement on August 18, 2011, as amended on December 16, 
2011 (collectively, the “Option Agreement”). Under the Option Agreement, Green Swan can 
acquire an initial 51% undivided interest in the Riverbank and Broke Back properties by 
paying the Company the sum of $25,000, issuing 2,000,000 common shares of Green Swan 
and 1,000,000 share purchase warrants and by incurring $1,600,000 in work expenditures on 
the properties by no later than December 2014.  

 
Following the exercise of the first option, should the Company not elect to form a joint venture 
on the Riverbank and Broke Back properties, Green Swan will have the option to acquire an 
additional 19% interest (for a total 70% undivided interest in the Riverbank and Broke Back 
properties) by incurring an additional $1,000,000 in work expenditures within a delay of 
twenty-four months. 

 
Following the issuance of the Exchange’s final bulletin approving the qualifying transaction on 
January 13, 2012, Green Swan issued to the Company 2,000,000 common shares at a price 
of $0.10 per share (the fair value being $200,000) and 1,000,000 share purchase warrants as 
per the Option Agreement in addition to pay the $25,000 in cash. Each warrant entitles the 
Company to acquire an additional common share of Green Swan at a price of $0.15 for a 
twelve month period and at a price of $0.25 per share for the following twelve month period. 
In accordance with Exchange policies, the securities are subject to an escrow and will be 
released to the Company over a period of thirty-six months. 

 
On January 13, 2012, the 1,000,000 warrants have been valued with the Black-Scholes 
model with the following average assumptions: stock price at the date of grant of $0.10, 
exercise price at the date of grant $0.15, weighted risk-free interest rate of 0.86%, projected 
volatility of 100%, predicted average life of warrants of 2 years and no dividend yield. As of 
August 31, 2012, these warrants were revaluated to $24,000 with the Black-Scholes model 
with the following average assumptions: weighted risk-free interest rate of 1.06%, projected 
volatility of 100%, predicted average life of warrants of 1.375 years and no dividend yield. 
The underlying expected volatility was determined by reference to historical data of 
comparable mining exploration companies’ share on the TSX Venture Exchange over the 
expected average life of the warrants. 

 
As of June 21, 2012, Green Swan sold its interest in the Broke Back and Riverbank 
properties to Winston Resources Inc. 
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7. Share capital  
 

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

request of the Company at paid up capital. 
 

a) Private placement 
 

On December, 7, 2011, the Company closed a non-brokered private placement for aggregate 
proceeds of $569,000 consisting of the issuance of 5,690,000 units at a price of $0.10 per unit. 
Each unit is comprised of one flow-through common share and one-half a common share 
purchase warrant. Each full warrant entitles its holder to purchase one additional common share 
at a price of $0.25 for a period of 12 months following the closing. The Company paid cash 
commissions totaling $10,200. On December 7, 2011, the Company’s share closed at $0.09 on 
the TSX Venture and the residual value of $0.01 was entirely allocated to the benefit related to 
flow-through shares renunciation for a total value of $56,900 credited to other liabilities since the 
warrant valuation was considered non material.  
 
In June and July 2012, the Company closed private placements for aggregate proceeds of 
$607,500 consisting of the issuance of 2,262,500 units at a price of $0.20 per unit (“Unit A”) and 
620,000 units at a price of $0.25 per unit (“Unit B”). 
 
Of the 2,262,500 Unit A, 1,550,000 were issued on June 28, 2012 and 712,500 were issued on 
July 9, 2012. Each Unit A is comprised of one flow-through common share and one common 
share purchase warrant. Each Unit A warrant entitles its holder to purchase one additional 
common share at a price of $0.25 for a period of 12 months following the closing.  
 
The 620,000 Unit B were issued on June 28, 2012. Each Unit B is comprised of one flow-through 
common share and one common share purchase warrant. Each Unit B warrant entitles its holder 
to purchase one additional common share at a price of $0.30 for a period of 18 months following 
the closing. If at any time after 4 months and one (1) day after the closing date, the trading price 
on the TSX Venture Exchange of the common share of the Company is equal or exceeds $0.35 
for a period of 20 consecutive trading days, the Company shall be entitled to notify the holders of 
the warrants of its intention to force the exercise of the warrants of the Unit B. Upon receipt of 
such notice, the holders of the warrants shall have 30 days to exercise the warrants. 
 
In conjunction with the private placements, insiders have subscribed for aggregate proceeds of 
$120,000. The Company paid cash commissions totaling $15,450 in relation to the private 
placement. In addition to commissions paid, the Company also paid other issuance cost in the 
amount of $53,565 for a total share issue expenses of $79,515 accounted into the deficit. 
 
On June 28, 2012, the Company’s share closed at $0.145 on the TSX Venture. Of the $0.055 
residual value relating to the Unit A, $0.029 was allocated to the benefit related to flow-through 
shares renunciation for a value of $44,950 credited to other liabilities and $0.026 was allocated to 
the warrants for a value of $40,300. The $0.026 of the warrants was valued with the Black-
Scholes model with the following average assumptions: stock price at date of grant of $0.145, 
exercise price at date of grant of $0.25, weighted risk-free interest rate of 1.06%, projected 
volatility of 87.5%, predicted average life of warrants of 1 year and no dividend yield. The 
underlying expected volatility was determined by reference to historical data of the Company’s 
shares on the TSX Venture Exchange over the expected average life of the warrants. 
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7. Share capital (Cont’d) 
 
Of the $0.105 residual value relating to the Unit B closed on June 28, 2012, $0.068 was allocated 
to the benefit related to flow-through shares renunciation for a value of $42,160 credited to other 
liabilities and $0.037 was allocated to the warrants for a value of $22,940. The $0.037 of the 
warrants was valued with the Black-Scholes model with the following average assumptions: stock 
price at date of grant of $0.145, exercise price at date of grant of $0.30, weighted risk-free 
interest rate of 1.18%, projected volatility of 95.4%, predicted average life of warrants of 1,5 years 
and no dividend yield. The underlying expected volatility was determined by reference to 
historical data of the Company’s shares on the TSX Venture Exchange over the expected 
average life of the warrants. 
 
On July 9, 2012, the Company’s share closed at $0.18 on the TSX Venture. Of the $0.02 residual 
value relating to the Unit A, none was allocated to the benefit related to flow-through shares 
renunciation and $0.02 was allocated to the warrants for a value of $14,250. A $0.043 value of 
the warrants was calculated with the Black-Scholes model and therefore 100% of the $0.02 
residual value was attributed to the warrant. The Black-Scholes model used the following average 
assumptions: stock price at date of grant of $0.18, exercise price at date of grant of $0.25, 
weighted risk-free interest rate of 1.06%, projected volatility of 87.6%, predicted average life of 
warrants of 1 year and no dividend yield. The underlying expected volatility was determined by 
reference to historical data of the Company’s shares on the TSX Venture Exchange over the 
expected average life of the warrants. 
 

b) 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 at the time; 

• 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. 
 
The purchase price of the common shares, upon exercise of each option granted under the Plan, 
shall be a price fixed for such option by the Board of Directors upon grant of each such option, 
but such price shall not be less than the market price at closing of transactions the day prior to 
the grant. Each option, unless sooner terminated in accordance with the terms, conditions and 
limitations thereof, or unless sooner exercised, shall expire on the date determined by the Board 
of Directors when the option is granted or, failing such determination, not later than upon the fifth 
anniversary of the grant of the option.  
 



Melkior Resources Inc. 
Notes to Financial Statements 
As at August 31, 2012 and 2011 and September 1, 2010 
(In Canadian dollars) 
 

- 26 - 

7. Share capital (Cont’d) 
 
The total number of options granted to any one individual in any 12 month period, will not exceed 
5% of the issued common shares. The total number of options granted to a consultant, in any 12 
month period, will not exceed 2% of the issued common shares at the time of grant.  The total 
number of options granted to persons providing investor relations activities, in any 12 month 
period, will not exceed 2% of the issued common shares at the time of grant. These options must 
vest in stages over a 12 month period from the date of grant with no more than 25% of the 
options vesting in any three month period. 
 
A summary of changes of the Company’s common share purchase options is presented below: 
 
 2012  2011 
 

Number 
of options  

Weighted
average 
exercise 

price  
Number 

of options  

Weighted
average 
exercise 

price 
  $   $ 
Balance at beginning of year 9,700,000  0.32  9,270,000  0.29 
Granted -    2,400,000  0.27 
Exercised -    (1,470,000) 0.10 
Cancelled -    (300,000) 0.35 
Expired (1,400,000) 0.30  (200,000) 0.20 
Balance at end 8,300,000  0.32  9,700,000  0.31 
Exercisable at the end of year 8,300,000  0.32  8,100,000  0.32 
       
 
The weighted average share price at the date of exercise was $0.25. 
 
Stock compensation cost fair value was calculated on options based on the following 
assumptions:  
 
Fiscal 2011 
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
Stock price  $0.255 $0.225 
Estimated fair value per option  $0.18 $0.15 
Estimated fair value  $396,000 $30,000 
 
The underlying expected volatility was determined by reference to historical data of the 
Company’s shares on the TSX Venture Exchange over the expected average life of the options. 
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7. Share capital (Cont’d) 
 
In fiscal 2011, the Company granted 2,400,000 stock options. These options were granted at an 
exercise price higher than the closing market value of the shares the day of the grant. The total 
fair value of these options amounts to $426,000 of which $351,540 are accounted for in stock-
based compensation expenses ($265,608 as of August 31, 2011 and $85,932 as of August 31, 
2012) and $74,460 are capitalized in the deferred exploration expenses ($35,492 as of August 
31, 2011 and $30,468 as of August 2012).  

 
The following table summarizes information about common share purchase options outstanding 
and exercisable as at August 31, 2012:  
 

Number 
of options  

Exercise 
price Expiry date 

  $   
100,000  0.35  October 26, 2012 

1,900,000  0.50  December 17, 2012 
200,000  0.25  February 25, 2013 
300,000  0.10  November 7, 2013 
400,000  0.40  August 7, 2014 
900,000  0.36  December 30, 2014 

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

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

8,300,000     
     

 
c) Warrants 

 
Outstanding warrants entitle their holders to subscribe to an equivalent number of common 
shares as follow:  

 2012  2011 
 

Number 
of warrants  

Weighted 
average 
exercise 

price  
Number 

of warrants  

Weighted 
average 
exercise 

price 
   $    $ 
Balance at beginning 21,112,599  0.39  21,112,599  0.39 
Issued  5,727,500  0.26  -  - 
Expired 1) (11,491,100) 0.41  -  - 
Balance at end 15,348,999  0.36  21,112,599  0.39 
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7. Share capital (Cont’d) 
 
1) On June 21, 2011, the Corporation had extended the life of 4,758,928 existing warrants 
expiring on June 30, 2011 to June 30, 2012. The increase in the weighted average fair value on 
the extension date of the warrants awarded was $0.1118 per warrant or $532,000 estimated 
using the Black-Scholes model and the following average assumptions: stock price at date of 
grant of $0.30, exercise price at date of grant of $0.35, risk-free interest rate of 1.76%, projected 
volatility of 112%, predicted average life of warrants of 1.027 year and no dividend yield. Those 
warrants expired on June 30, 2012. The underlying expected volatility was determined by 
reference to historical data of the Company’s shares on the TSX Venture Exchange over the 
expected average life of the warrants. 
 
Warrants outstanding as at August 31, 2012 are as follows: 
 

Number 
of warrants  

Exercise 
price Expiry date 

  $   
2,845,000  0.25  December 7, 2012 
5,000,000  0.35  June 9, 2013  
1,550,000  0.25  June 28, 2013 

712,500  0.25  July 9, 2013 
4,496,499  0.50  December 15, 2013 1) 

125,000  0.50  December 17, 2013 1) 
620,000  0.30  December 28, 2013 

15,348,999     
    

 
1) On November 18, 2011, the Corporation extended the life of 4,496,499 existing warrants 
expiring on December 15, 2011 to December 15, 2013 as well as 125,000 existing warrants 
expiring on December 17, 2011 to December 2013. The increase in the weighted average fair 
value on the extension date of the warrants awarded was $0.1469 per warrant or $678,900 
estimated using the Black-Scholes model and the following average assumptions: stock price at 
date of grant of $0.31, exercise price at date of grant of $0.50, risk-free interest rate of 1.32%, 
projected volatility of 113%, predicted average life of warrants of 2.077 years and no dividend 
yield. The underlying expected volatility was determined by reference to historical data of the 
Company’s shares on the TSX Venture Exchange over the expected average life of the warrants. 
 
 

d) Warrants issued as compensation 
 
A summary of changes of the Company’s warrants issued as compensation is presented below: 
 

 2012  2011 
 

Number 
of warrants  

Weighted 
average 
exercise 

price  
Number 

of warrants  

Weighted 
average 
exercise 

price 
   $    $ 
Balance of year 1,656,605  0.32  1,803,167  0.31 
Expired (1,656,605) 0.32  (146,562) 0.25 
Balance of year -    1,656,605  0.32 
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7. Share capital (Cont’d) 
 

e) Policies and processes for managing capital 
 

The capital of the Company consists of the items included in shareholders’ equity of $12,835,342 
as of August 31, 2012 ($13,210,912 as of August 31, 2011). The Company’s objectives when 
managing capital are to safeguard its ability to continue its operations as well as its acquisition 
and exploration programs. As needed, the Company raises funds through private placements. 
When financing conditions are not optimal, the Company may enter into option agreements or 
other solutions to continue its activities or may slow its activities until conditions improve. The 
Company doesn’t use long term debts since it doesn’t generate operating revenues. There is no 
dividend policy. The Company doesn’t have any externally imposed capital requirements neither 
regulatory nor contractual requirements to which it is subject, unless the Company closes a flow-
through private placement where the funds are restricted in use for exploration expenses. The 
Company complied with the requirements in the fiscal years. 
 

8. Income taxes 
 
The relationship between the expected tax expense (recovery) based on the combined federal and 
provincial income tax rate in Canada and the reported tax expense in the statement of 
comprehensive income can be reconciled as follows: 
 2012  2011 
 $  $ 
Loss before income taxes (1,574,932) (1,293,401)
 
Expected tax recovery calculated using the combined federal and 
provincial income tax rate in Canada of 27,4% (28.9% in 2011)  (431,531) (373,793)
Adjustments for the following items:  
 Difference between deferred tax and statutory rates 7,009 18,988
 Changes in temporary differences not recorded 206,658 147,607
 Tax effect of issuance of flow-through shares 117,865 96,199
 Reversal of the other liabilities attributable to issuance of flow-  
  through shares (92,801) (47,307)
 Stock-based compensation 26,222 81,993
 Fair value variation non deductible  21,663 8,771
 Realization of a deferred tax liability not previously recorded on  
  mining property 54,204 19,742
 Non deductible items and others (2,090) 493
Deferred income tax expense (recovery) (92,801) (47,307)

 
The 2012 effective tax rate is lower than the 2011 effective tax rate following a decrease in the federal 
statutory tax rate as of January 1, 2012. 
 
The major components of deferred tax expense (recovery) are outlined below: 
 
 2012  2011 
 $  $ 
Origination and reversal of temporary differences (331,532) (262,794)
Tax effect of issuance of flow-through shares 117,865 96,199
Reversal of the other liabilities attributable to issuance of flow-  
  through shares 

 
(92,801) (47,307)

Difference between deferred tax and statutory rates 7,009 18,988
Changes in temporary differences not recorded 206,658 147,607
Total deferred tax expense (recovery) (92,801) (47,307)
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8. Income taxes (Cont’d) 
 
 Available temporary differences for which no deferred tax asset were recorded: 
 

 August 31, 2012  August 31, 2011 
 Federal  Quebec  Federal  Quebec 

 $  $  $  $ 
E&E assets 2,631,471 7,710,902 2,634,263  7,205,782
Property and equipment 20,530 20,530 20,530  20,530
Listed shares 1,319,375 1,319,375 1,154,624  1,154,624
Share issue expenses 267,179 267,179 336,556  336,556
Non-capital losses 3,966,000 3,883,000 3,356,000  3,274,000
Capital losses 92,739 92,739 92,739  92,739
 8,297,294 13,293,725 7,594,712  12,084,231
        

 
The Company has non-capital losses which are available to reduce income taxes in future periods, 
for which no deferred tax asset has been recorded in the statement of financial position, that can be 
carried over the following years: 
 
 Federal  Quebec 
 $  $ 
2014 387,000 368,000
2015 226,000 215,000
2026 222,000 190,000
2027 263,000 245,000
2028 292,000 292,000
2029 470,000 469,000
2030 820,000 819,000
2031 676,000 676,000
2032 610,000 609,000
 3,966,000 3,883,000
 
As at August 31, 2012, accumulated capital losses of $92,739 ($92,739 in 2011) are available to be 
applied against future capital gains. These losses may be carried forward indefinitely. 
 
The Company has unrecorded investment tax credits of $636,052 ($616,986 in 2011) which are 
available up to 2027 to reduce the federal income taxes. 

 
The Company has unrecorded resources tax credits of $50,763 ($50,763 in 2011) which are available 
up to 2017 to reduce the Quebec income taxes. 
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9. Loss per share  
 

In calculating the diluted loss per share, dilutive potential common shares such as share options and 
warrants have not been included as they would have the effect of decreasing the loss per share. 
Decreasing the loss per share would be antidilutive. Details of share options and warrants issued that 
could potentially dilute earnings per share in the future are given in Note 7.  
 
Both the basic and diluted loss per share have been calculated using the net loss as the numerator, 
i.e. no adjustment to the net loss was necessary in 2012 and 2011. 

 
 2012  2011 
 $  $ 
Net loss for the year (1,482,131)  (1,246,094)
Weighted average number of shares in circulation 115,599,447  110,704,342
Basic and diluted loss per share (0.01)  (0.01)

 
There have been no other transactions involving common shares between the reporting date and the 
date of authorization of these financial statements. 

 
 
10. Statement of cash flows  

 2012  2011 
 $  $ 
 
Exercise of options credited to share capital - 48 300
Tax credits receivable applied against E&E expenses 20,897 31 276
Additions of mining properties included in accounts payable and accrued 
 liabilities 

 
- 4,381

Additions of E&E expenses included in accounts payable and accrued 
 liabilities 

 
96,359 893,568

Due from partners included in E&E assets - 25 223
Due to partners included in E&E assets - 4,296
Listed shares received on disposal of E&E assets 282,500 -
Stock-based compensation included in E&E expenses 57,886 73,996

 
 
11. Compensation to key management and related party disclosures 

 
a) Compensation to key management 

 
The Company’s key management personnel are members of the board of directors (of which the 
president of the Company is a member) as well as the chief financial officer. Key management 
compensation is as follows: 
 Years ended August 31, 
 2012  2011 
 $  $ 
Short-term benefits   
 Salaries including benefits 12,988  54,485
 Professional and consulting fees 139,110  112,707
 Salaries capitalized in E&E expenses -  47,574
 Professional fees capitalized in E&E expenses 61,900  58,270
Total short-term benefits 213,998  273,036
Stock-based compensation 94,213  265,792
Total compensation 308,211  538,828
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11. Compensation to key management and related party disclosures (Cont’d) 
 
During the year ended August 31, 2011, 1,200,000 and 270,000 shares options where exercised 
at a price of $0.10 and $0.125 respectively by a director and officers. 
 
During the year ended August 31, 2012, an officer participated for $40,000 in the private 
placement closed on December 7, 2011 and an officer and directors participate for $80,000 in the 
private placement closed on June 28, 2012 (see Note 7a).  
 

b) Transactions with other related party 
 
In the normal course of operations in 2012 and 2011, in addition to the amounts listed above in 
the compensation to key management (Note 11a): 
a) A company controlled by an officer charged rent totaling $33,000 ($36,000 in 2011) expensed 

in office expenses; 
b) A company controlled by an officer charged professional fees of $25,843 ($21,516 in 2011); 

 
As at August 31, 2012, the balance due to the related parties amounted to $25,275 (August 31, 
2011 – $22,051) and was recorded in accounts payable and accrued liabilities.  

 
 
12. Financial Instruments 

 
a) Categories of financial assets and liabilities 
 
The carrying amounts and fair values of financial instruments presented in the statement of financial 
position are as follows: 
 
 August 31, 2012  August 31, 2011  September 1, 2010 
 Carrying 

amount 
Fair  

value 
 Carrying 

amount 
Fair  

value 
 Carrying 

amount 
Fair  

value 
 $ $  $ $  $ $ 
Financial assets   
At amortized cost   
Cash  23,495 23,495 50,092 50,092  117,421 117,421
Short-term investments 1,279,370 1,279,370 2,226,396 2,226,396  5,695,330 5,695,330
Due from partners - - 29,794 29,794  8,337 8,337
Other receivables - - - -  17,129 17,129
   
At fair value through profit 
 or loss 

  

Listed share  271,125 271,125 146,750 146,750  218,625 218,625
   
   
Financial liabilities   
At amortized cost   
Accounts payable and 
 accrued liabilities 160,520 160,520 1,057,635 1,057,635

  
738,643 738,643

Due to partners - - 4,894 4,894  20,000 20,000
 
The carrying value of cash, short-term investments, due from partners, other receivables, accounts 
payable and accrued liabilities and due to partners are considered to be a reasonable approximation 
of fair value because of the short-term maturity of these instruments. 
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12. Financial Instruments (Cont’d) 
 
b) Financial instruments measured at fair value 
 
The following presents financial assets and liabilities measured at fair value in the statement of 
financial position in accordance with the fair value hierarchy. This hierarchy groups financial assets 
and liabilities into three levels based on the significance of inputs used in measuring the fair value of 
the financial assets and liabilities. The fair value hierarchy has the following levels:  
a) Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities at the 

reporting date;  
b) Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset 

or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and  
c) Level 3: inputs for the assets or liabilities that are not based on observable market data 

(unobservable inputs). 
 
The level within which the financial asset or liability is classified is determined based on the lowest 
level of significant input to the fair value measurement. Listed shares in quoted mining exploration 
companies measured at fair value as at August 31, 2012 and 2011 and September 1, 2010 are 
classified in Level 1. 
 
c) Financial instrument risk 
 
The Company is exposed to various risks in relation to financial instruments. The main types of risks 
the Company is exposed to are market risk, credit risk and liquidity risk. 
 
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices. The Company is exposed to the following types of market risk: 
interest rate risk and other price risk. The Company focuses on actively securing short- to medium-
term cash flows by minimizing the exposure to financial markets. The Company does not actively 
engage in the trading of financial instruments for speculative purposes. 
 
The most significant financial risks to which the Company is exposed are described below. 

 
Market risk 
 
Interest rate risk sensitivity 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in interest rates. As at August 31, 2012, the short-term investments 
were at fixed interest rates. Interest rate movements may affect the fair value of the fixed interest 
financial assets. Because these financial assets are recognized at amortized cost the fair value 
variation has no impact on profit or loss. 

 
Other price risk sensitivity 
The Company is exposed to fluctuations in the market prices of its listed shares in quoted mining 
exploration companies. The fair value of the listed shares represents the maximum exposure to price 
risk. If the quoted stock price for these securities had changed by ±20% as at August 31, 2012, 
August 31, 2011 and September 1, 2010, net loss and equity would have changed by $54,225, 
$29,350 and $43,725 respectively. 
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12. Financial Instruments (Cont’d) 
 

Credit risk 
 
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other 
party by failing to discharge an obligation. As at August 31, 2012, August 31, 2011 and September 1, 
2010, the Company’s maximum exposure to credit risk is limited to the carrying amount of financial 
assets at the reporting date, as summarized below: 
 
 August 31, 2012  August 31, 2011  September 1, 2010 
 Carrying 

amount 
Fair  

value 
 Carrying 

amount 
Fair  

value 
 Carrying 

amount 
Fair  

value 
 $ $  $ $  $ $ 
Cash  23,495 23,495 50,092 50,092  117,421 117,421
Short-term investments 1,279,370 1,279,370 2,226,396 2,226,396  5,695,330 5,695,330
Due from partners - - 29,794 29,794  8,337 8,337
Other receivables - - - -  17,129 17,129
Carrying amounts 1,302,865 1,302,865 2,306,282 2,306,282  5,838,217 5,838,217
   
The other receivables are mainly receivables from other exploration companies sharing exploration 
camp facilities. The exposure to credit risk for the Company’s receivables has to be monitored 
continuously. In 2012, the Company recorded impairment on a due from partners for $28,375 due to 
liquidity challenges one of its partners. 
 
As at August 31, 2012, the Company’s management considers that all the above financial assets that 
are not impaired or past due for each of the reporting dates under review are of good credit quality. 
 
The credit risk for cash and cash equivalents, and guaranteed investment certificates is considered 
negligible, since the counterparties are reputable banks with high quality external credit ratings. 

 
Liquidity Risk 

 
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with 
financial liabilities that are settled by delivering cash or another financial asset. Liquidity risk 
management serves to maintain a sufficient amount of cash and to ensure that the Company has 
financing sources such as private and public investments for a sufficient amount. Over the past 
period, the Company has financed its exploration and evaluation programs, its working capital 
requirements and acquisitions of mining properties through private and flow-through financings. 

 
The following table presents contractual maturities (including interest payments where applicable) of 
the Company’s liabilities: 
 
 August 31, 

2012 
August 31, 

2011 
 September 1, 

2010 
 Carrying 

amount 
Carrying 
amount 

 Carrying 
amount 

 $ $  $ 
Within three months:   
Accounts payable and accrued liabilities 160,520 1,057,635  738,643
Due to partners - 4,894  20,000
Total 160,520 1,062,529  758,643
   
 
The Company’s existing cash and short-term investments significantly exceed the current cash 
outflow requirements. 
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13. Leases 
 

The Company leases its offices under a lease of one year, renewable automatically for one year, 
unless one of the parties gives a 3 month cancellation notice. The lease has been renewed 
automatically till August 2013 and the minimum operating lease payments within one year are 
$24,000. 
 
The minimum lease payments recognized as an expense during the year ended August 31, 2012 
amount to $33,000 ($36,000 for the year ended August 31, 2011). 

 
 
14. First-time adoption of IFRS 

 
These are the Company’s first year end financial statements prepared in accordance with IFRS. The 
date of transition for the Company to IFRS is September 1, 2010. 
 
The Company’s IFRS accounting policies presented in Note 2 have been applied in preparing the 
financial statements for the reporting period ended August 31, 2012, the comparative information and 
the opening statement of financial statement at the date of transition. The Company has applied IFRS 
1, first time adoption of International Financial Reporting Standards in preparing these first IFRS year 
end financial statements. 
 
The effect of the Company’s transition from Canadian GAAP to IFRS, as described in Note 2, is 
summarized in this note as follows:  
a) Transition elections;  
b) Reconciliation of balance sheet, equity, loss and comprehensive loss as previously reported 

under Previous GAAP to IFRS and explanatory notes. 
 
a) Transition elections 

 
IFRS 1, First Time Adoption of IFRS, offers the possibility to utilize certain exemptions from full 
retrospective application of IFRS. The Company evaluated the options available and elected to 
adopt the following transition exemptions:  
 
Mandatory exceptions: 
1. The estimates established by the Company in accordance with IFRS at the date of transition 

to IFRS are consistent with estimates made for the same date in accordance with Previous 
GAAP, after adjustments to reflect any difference in accounting principles, if applicable. 

2. Financial assets and liabilities that were derecognized before September 1, 2010 pursuant to 
Previous GAAP were not recognized under IFRS. The Company has early applied the 
change in IFRS 1 in this respect regarding the application date of the exception, i.e. 
September 1, 2010. 

 
Optional exemptions: 
3. The Company has chosen not to apply IFRS 2, Share-based payment, retrospectively to 

options granted on or before November 7, 2002 or granted after November 7, 2002 and not 
vested before the date of transition to IFRS. 

4. The Company has elected not to apply IFRS 3, Business Combinations, retrospectively to 
business combinations that occurred before the date of transition. See Note 14b) for an 
explanation of the effect of the exemption. 
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14. First-time adoption of IFRS (Cont’d) 
 

b) Reconciliation of the Statement of financial position, equity, loss and comprehensive loss and explanatory notes 
 

The following table shows the total effect of the transition on the statement of financial position: 
 

  September 1, 2010 August 31, 2011   

Canadian GAAP description Notes Previous GAAP

Effect of 
transition to 

IFRS IFRS Previous GAAP 

Effect of 
transition to 

IFRS IFRS 

 

IFRS description 
ASSETS    ASSETS 
Current assets    Current  
Cash   117,421 - 117,421 50,092 - 50,092  Cash  
Short-term investments  2 5,056,988 638,342 5,695,330 2,226,396 - 2,226,396  Short-term investments  
Sales tax receivable and  
 other receivables 

 
133,806 - 133,806

 
185,998 - 185,998

 Sales tax receivable and  other 
receivables 

Due from partners, without 
 interest, on demand 

 
8,337 - 8,337

 
29,794 - 29,794

 Due from partners, without 
 interest, on demand 

Taxes credits receivable  25,914 - 25,914 33,684 - 33,684  Taxes credits receivable 
Prepaid expenses  24,299 - 24,299 20,467 - 20,467  Prepaid expenses 
Listed shares held for trading  218,625 - 218,625 146,750 - 146,750  Listed shares  
  5,585,390 638,342 6,223,732 2,693,181 - 2,693,181   
    Non-current 
Exploration funds 2 638,342 (638,342) - - - -  - 
 
Mining assets  

   Exploration and evaluation 
 assets 

 Mining properties  1,812,930 - 1,812,930 1,515,443 - 1,515,443   Mining properties 
 Deferred exploration  
  expenses 

 
6,714,836 - 6,714,836

 
10,064,817 - 10,064,817

  Exploration and evaluation  
  expenses 

  14,751,498 - 14,751,498 14,273,441 - 14,273,441  Total assets 
     
LIABILITIES    LIABILITIES 
Current    Current 
Accounts payable and  
 accrued liabilities 

 
738,643 - 738,643

 
1,057,635 - 1,057,635

 Accounts payable and  
 accrued liabilities 

Due to a partner, without  interest, 
on demand 

 
20,000 - 20,000

 
4,894 - 4,894

 Due to a partner, without  
 interest, on demand 

- 1 - 535,694 47,307 - 535,694 -  Other liabilities 
  (488,387)  (535,694)  Total liabilities 
 1 758,643 47,307 805,950 1,062,529 - 1,062,529   
     
SHAREHOLDERS' EQUITY    SHAREHOLDERS'EQUITY 
Share capital 1 41,827,367 (535,694) 41,291,673 42,029,417 (535,694) 41,493,723  Share capital 
Contributed surplus   2,136,614 2,136,614 2,978,022 2,978,022  Contributed surplus  
Deficit  1 (29,971,126) 488,387 (29,482,739) (31,796,527) 488,387 (31,260,833) Deficit  
   47,307   
  13,992,855 (47,307) 13,945,548 13,210,912 - 13,210,912  Total equity 
  14,751,498 - 14,751,498 14,273,441 - 14,273,441  Total liabilities and equity 
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14. First-time adoption of IFRS (Cont’d) 
 
The following table shows the total effect of the transition on the statement of comprehensive income: 
 
  Year ended August 31, 2011   

Canadian GAAP description Notes 
Previous 

GAAP 

Effect of 
transition 
to IFRS IFRS  IFRS description 

    
Expenses   Expenses 
  

4 54,485
 

54,485 
 Salaries and employee benefits 

 expense 
General and administrative 4 166,891 (54,485) 112,406  Office expenses 
Travelling and promotion  23,916 - 23,916  Travelling and promotion 
Investors and shareholders  
 relations 

 
108,124 -

 
108,124 

 Investors and shareholders  
 relations 

Professional and consulting fees  208,397 - 208,397  Professional and consulting fees
General exploration  3,991 - 3,991  Exploration 
Stock-based compensation  283,712 - 283,712  Stock-based compensation 
Fair value variation on financial  
 instruments held for trading 

 
4 53,807 (53,807)

 
- 

  
-  

 
Write-off of mining assets 

 
486,650

 
486,650 

 Write-off of exploration and  
 evaluation assets 

  1,335,488 (53,807) 1,281,681  Operating loss 
    
Other income    Other income  
Interest income 4 37,146 6,891 44,034  Interest income 
Project management fees  4,944 - 4,944  Project management fees 
- 4 - (60,698) (60,698) Change in value of listed shares
Loss before income taxes  (1,293,401) - (1,293,401) Loss before income taxes 
     
Future income taxes 1 - 47,307 47,307  Deferred income taxes recovery
Net loss and comprehensive 
 loss 

 
(1,293,401) 47,307 (1,246,094)

 Net loss and comprehensive 
 loss 

    
Basic and diluted net loss per 
 share (0.01) -

 
(0.01)

 Basic and diluted net loss per 
 share 

Weighted average number of 
 outstanding common 
 shares 110,704,342 -

 
 

110,704,342 

 Weighted average number of 
 outstanding common 
 shares 
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14. First-time adoption of IFRS (Cont’d) 
 

1. Share issued by flow-through placements 
Under Canadian GAAP, the entire proceeds received on the issuance of flow-through shares 
were credited to share capital. When the renouncement of the tax deductions related to the 
resource expenditure for income tax purposes, temporary taxable differences were created and a 
deferred income tax was recorded, and the related charge was treated as share issue costs.  
 
Under IFRS, issuance of flow-through shares is accounted for similarly to the issuance of a 
compound financial instrument. The liability component represents the obligation to revert the tax 
benefit to the investors. Proceeds from the issuance of shares by flow-through private placements 
are allocated between shares issued, warrants and a liability using the residual method. 
 
Proceeds are first allocated to shares according to the quoted price of existing shares at the time 
of issuance and any residual in the proceeds is allocated to the liability. The accumulation of all 
these residual proceeds as at September 1, 2010 amount to $535,694, reducing the share capital 
and creating the other liability benefit related to flow-through shares renunciation. 
 
This other liability was reversed to deferred income taxes in the statement of comprehensive 
income when the work is performed. As at September 1, 2010, $488,387 of the other liability was 
reversed and the remaining $47,307 was revised in the three month period ended November 30, 
2010.  
 
Under IFRS, when the Company has renounced or has the intention to renounce its deductions 
and has incurred its admissible expenditures, the sale of tax deductions is recognized in profit or 
loss as a reduction of deferred tax expenses and a deferred tax liability is recognized for the 
taxable temporary difference that arises from the difference between the carrying amount of 
admissible expenditures capitalized as an asset and its tax basis. 
 
Since the share issue expenses are part of the deficit for the Company, the temporary taxable 
differences were already recorded in the opening deficit, therefore there is no adjustment needed. 
 
As there is no exemption under IFRS 1 for first-time adopters regarding flow-through shares, the 
treatment under IFRS needs to be applied retrospectively. 
 

2. Cash held for exploration expenses 
Under Canadian GAAP, the cash held for exploration expenses was presented as a long term 
asset. Under IFRS, the cash held for exploration expenses is presented in short term assets if 
used within one year. 
 

3. Business combination 
The Company has elected not to restate business combinations that occurred before the date of 
transition to IFRS. No difference has been recorded for the acquisitions, i.e. there is no 
adjustment to the acquired identifiable assets and liabilities. 

 
4. IFRS reclassifications 

Some reclassifications were done to comply with the IFRS presentation. 
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15. Contingencies and commitments 
 
The Company is partially financed through the issuance of flow-through shares and, according to tax 
rules regarding this type of financing, the Company is engaged in realizing mining exploration work. 
 
These tax rules also set deadlines for carrying out the exploration work, which must be performed no 
later than the earlier of the following dates: 
– Two years following the flow-through placements; 
– One year after the Company has renounced the tax deductions relating to the exploration work. 
 
Commitments to carry out exploration work that are not respected are subject to a combined tax rate 
of 27% (Canada and Quebec). 
 
However, there is no guarantee that the Company's exploration expenses will qualify as Canadian 
exploration expenses, even if the Company is committed to taking all the necessary measures in this 
regard. Refusal of certain expenses by the tax authorities would have a negative tax impact for 
investors. 
 
During the year, the Company received $1,176,500 following flow-through placements for which the 
Company has the intention to renounce to tax deductions of $607,212 after December 31, 2012 and 
has renounced to tax deductions of $568,431 as at February 29, 2012. Management is required to 
fulfil its commitments within the stipulated deadline of December 31, 2012 for $60,518 and of 
December 31, 2013 for $452,275. 
 
 

16. Subsequent event 
 
On November 16, 2012, the Company announced the extension for one year the term of the 
2,845,000 warrants expiring December 7, 2012. 
 




