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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING 
 
 
 
 
To the Shareholders of Stikine Gold Corporation: 

 

The accompanying financial statements of Stikine Gold Corporation (the “Company”) have been 

prepared by, and are the responsibility of management of the Company. The financial statements 

are prepared in accordance with accounting principles generally accepted in Canada, and reflect 

management’s best estimates and judgement based on currently available information. 

The Board of Directors discharges its responsibilities for the financial statements primarily through 

activities of its Audit Committee composed of three directors. This Committee meets with 

management and the independent auditors to review the scope and results of the annual audit, 

and to review the audited financial statements and related financial reporting matters prior to 

submitting the financial statements to the Board for approval.  

The Company’s independent auditors, PricewaterhouseCoopers LLP, who are appointed by the 

shareholders, conducted an audit in accordance with Canadian generally accepted auditing 

standards. Their report outlines the scope of their audit and gives their opinion on the financial 

statements. 

Management has developed and maintains a system of internal controls to provide reasonable 

assurance that the Company’s assets are safeguarded, transactions are authorized, and financial 

information is accurate and reliable. 

 
 
 
 

“David Skerlec”  “Scott Broughton” 

David J. Skerlec  Scott E. Broughton 
Chief Financial Officer and Secretary  President and Chief Executive Officer 

 



“PricewaterhouseCoopers” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership, or, as the context requires, the

PricewaterhouseCoopers global network or other member firms of the network, each of which is a separate legal entity.

PricewaterhouseCoopers LLP
Chartered Accountants

PricewaterhouseCoopers Place
250 Howe Street, Suite 700
Vancouver, British Columbia

Canada V6C 3S7
Telephone +1 604 806 7000
Facsimile +1 604 806 7806

Auditors' Report

To the Shareholders of Stikine Gold Corporation

We have audited the balance sheets of Stikine Gold Corporation (the “Company”) as at
February 28, 2010 and February 28, 2009 and the statements of loss, comprehensive loss and
deficit and cash flows for the years then ended. These financial statements are the
responsibility of the Company’s management. 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 plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial
position of the Company as at February 28, 2010 and February 29, 2009 and the results of its
operations and its cash flows for the years then ended in accordance with Canadian generally
accepted accounting principles.

(signed) PricewaterhouseCoopers LLP

Chartered Accountants
Vancouver, British Columbia
June 14, 2010



 
Stikine Gold Corporation 
Balance Sheets 
Canadian Funds 
 
 
 
 As at  As at 

 
February 28, 

2010  
February 28, 

2009 
ASSETS    
Current   

Cash and cash equivalents $ 15,429 $ 55,673 
Receivables 4,771  16,506 
B.C. Exploration Tax Credit receivable -  5,060 
Prepaid expenses 3,133  11,607 
 23,333  88,846 

    
Resource Property Costs Schedule, (Note 3) 983,193  - 
Reclamation Bonds (Note 6) 7,500  10,000 
Equipment (Note 4) 3,352  4,430 
 $ 1,017,378 $ 103,276 
    
    
LIABILITIES    
Current    

Accounts payable and accrued liabilities $ 54,981 $ 38,604 
Due to related parties (Note 7e) 30,478  10,075 
 85,459  48,679 

    
SHAREHOLDERS’ EQUITY    
Share Capital (Note 5a) 8,371,315  7,430,137 
Contributed Surplus (Note 5d) 1,048,537  971,825 
Deficit (8,487,933)  (8,347,365) 
 931,919  54,597 
 $ 1,017,378 $ 103,276 

Nature of Operations and Going Concern (Note 1) 
Financial Instruments (Note 9) 
Subsequent Events (Note 11) 
 
 
 
ON BEHALF OF THE BOARD: 
 
 
“Scott Broughton”        , Scott E. Broughton, Director 
 
 
“David Skerlec”               , David J. Skerlec, Director 
 
 
 

- See Accompanying Notes - 



 
Stikine Gold Corporation 
Statements of Loss, Comprehensive Loss and Deficit 
For the Years Ended   
Canadian Funds  
 
 
 
  February 28  February 28, 
  2010  2009 

General and Administrative Expenses     
Rent, office and sundry $ 52,694 $ 31,793 
Consulting and management fees 37,900  16,764 
Audit, accounting and legal fees 36,461  64,471 
Advertising, promotion and shareholder relations 32,721  17,410 
Listing and filing fees 15,894  7,632 
Stock-based compensation (Note 5b) 9,483  85,650 
Travel 5,872  594 
Amortization 1,078  1,169 
Bank charges and interest  360  444 

 192,463  225,927 
Loss before the Undernoted    

Generative property costs 9,909  - 
Resource costs expensed or written-off (Note 3b) 5,302  1,542,781 
Reclamation costs on abandoned property -  5,822 
Tax credit on abandoned property (49,721)  (3,500) 
Interest income  (666)  (1,108) 

Loss before taxes  157,287  1,769,922 
Future income tax recovery (Note 8) (16,719)  - 

Loss and Comprehensive Loss for the Year 140,568  1,769,922 
Deficit – Beginning of Year 8,347,365  6,577,443 

Deficit – End of Year $ 8,487,933 $ 8,347,365 
     
     
     
Loss per Share - Basic and Diluted $ (0.01) $ (0.04) 
 
 
Weighted Average Number of Common Shares Outstanding  46,017,095  39,764,424 
 
 
 
 
 
 
 
 
 

- See Accompanying Notes - 



 
Stikine Gold Corporation 
Statements of Cash Flows 
For the Years Ended 
Canadian Funds  
  
 
 
 
  February 28,  February 28, 
Cash Resources Provided By (Used In)  2010  2009 
Operating Activities     

Loss for the year $ (140,568) $ (1,769,922) 
Items not affecting cash     

Resource costs written-off  -  1,542,781 
Stock-based compensation  9,483  85,650 
Amortization  1,078  1,169 
Tax credit on abandoned property  -  (3,500) 
Settlement of asset retirement obligation  -  (6,000) 
Future income tax recovery  (16,719)  - 

Changes in non-cash working capital     
Receivables  11,735  7,484 
Prepaid expenses  8,474  98 
Accounts payable and accrued liabilities  (9,105)  639 
Due to related parties  20,403  3,569 

  (115,219)  (138,032) 
Investing Activities     

Resource property costs   (890,834)  (334,448) 
B.C. exploration tax credit proceeds  5,060  (1,560) 
Reclamation bonds refunded (posted)  2,500  (4,000) 
Equipment purchases  -  (2,999) 

  (883,274)  (343,007) 
Financing Activities     

Equity issued for cash  960,000  510,000 
Equity issuance costs  (1,751)  (5,944) 

  958,249  504,056 
Net Increase (decrease) in Cash and Cash Equivalents     (40,244)  23,017 

Cash and cash equivalents – Beginning of Year  55,673  32,656 
Cash and cash equivalents – End of Year $ 15,429 $ 55,673 
    
Supplemental Schedule of Non-Cash Investing and Financing 

Transactions    

Stock-based compensation recorded in resource costs $ 50,158 $ 45,558 
Property expenditures included in accounts payable $ 25,482 $ (9,003) 

     
 
 
 

- See Accompanying Notes - 
 

 



 
Stikine Gold Corporation 
Schedule of Resource Property Costs 
For the Years Ended  
Canadian Funds 

 
  February 28,  February 28, 
  2010  2009 

 
BC Silica Project, BC, Canada     

Acquisition Costs     
Staking, land and claim costs $ 41,108  $ - 

Deferred Exploration Costs     
Aircraft Charter 361,487   - 
Drilling 254,653   - 
Geological, Project Management 113,280   - 
Testing and Assaying     65,309   - 
Stock based compensation 50,158   - 
Accommodation and meals 28,705   - 
Future income taxes 16,719   - 
Environmental 15,833   - 
Travel 8,584   - 
Engineering 9,188   - 
Sundry 5,565   - 
Maps and reports 7,928   - 
Communication 4,676   - 

 983,193   - 
Huskie Uranium Project, SK, Canada     

Acquisition Costs     
Staking, land and claim costs -   56,633 

Deferred Exploration Costs     
Stock-based compensation -   22,779 
Geological, Project Management -   9,767 

 -   89,179 
Catalan Copper Project, BC, Canada     

Acquisition Costs     
Staking and land costs -   3,718 

Deferred Exploration Costs     
Stock-based compensation -   22,779 
Geological and project management -   1,608 
Exploration Tax Credits -   (1,560) 

 -   26,545 
Grant Gold Project, BC, Canada     

Acquisition Costs     
Acquisition costs – cash -   20,000 
Staking, land and claim costs -   72,739 

Deferred Exploration Costs     
Materials and equipment and road -   52,560 
Geological, Project Management -   58,095 
Labour -   39,273 
Accommodation and meals -   5,007 
Travel and field transportation -   3,783 
Maps and reports -   2,307 
Assays -   1,515 

 -   255,279 
Total Costs for the Year  983,193   371,003 

Balance - Beginning of year  -   1,171,778 
Resource costs written-off -   1,542,781 

Balance - End of Year $ 983,193  $ - 
 



 
Stikine Gold Corporation 
Notes to Financial Statements 
February 28, 2010 and February 29, 2009 
Canadian Funds 
 
 
1.   Nature of Operations and Going Concern 
 

Stikine Gold Corporation (the “Company”) was incorporated July 10, 2000 as Withit Capital Corp., 
changed its name to Stikine Gold Corporation June 18, 2002 and commenced operations in the 2003 
fiscal year. The Company engages principally in the acquisition, exploration and development of 
resource properties in Canada.   
 
These financial statements have been prepared using Canadian generally accepted accounting 
principles applicable to a going concern which assume that the Company will be able to realize its 
assets and discharge its liabilities in the normal course of business for the foreseeable future. For the 
year ended February 28, 2010, the Company reported a loss of $140,568 and an accumulated deficit 
of $8,487,933 at that date. The Company had a working capital deficit of $62,126 and cash and cash 
equivalents at February 28, 2010 amounted to $15,429. These circumstances lend significant doubt 
as to the ability of the Company to continue as a going concern. 
 
Continuing operations as a going concern are dependent upon management’s ability to continue to 
raise adequate financing and to ultimately achieve profitable operations in the future. Management 
continues to seek equity financing for the Company and although management has been successful 
in the past; there is no assurance that these initiatives will be successful in the future (see Note 11).  
 
These financial statements do not reflect the adjustments to the carrying values of assets and 
liabilities and the reported expenses and balance sheet classifications that would be necessary were 
the going concern assumption inappropriate, and these adjustments could be material. 

 
 
2. Significant Accounting Policies 
 

a) Basis of presentation 

 These financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles (“Canadian GAAP”). All amounts are presented in Canadian dollars unless 
otherwise indicated. 

b) Management's Estimates 
 

The preparation of financial statements in conformity with Canadian GAAP requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the dates of the financial statements and the 
reported amounts of revenues and expenses during the reported periods. Actual results could 
differ from these estimates. 

c) Changes in accounting policies 

Effective March 1, 2009, the Company adopted the following new accounting standards issued by 
the Canadian Institute of Chartered Accountants (“CICA”). 

i) Section 3064 – Goodwill and Intangible Assets replaces sections 3062 and 3450 and 
establishes standards for the recognition, measurement, presentation and disclosure of goodwill 
subsequent to its initial recognition and of intangible assets by profit-oriented enterprises. The 
new standard also provides guidance for the treatment of pre-production and start-up costs and 
requires that these costs be expensed as incurred.  

ii) Emerging Issues Committee (“EIC”) Abstract 173 - Credit Risk and the Fair Value of Financial 
Assets and Financial Liabilities provides guidance on evaluating credit risk of an entity and 
counterparty when determining the fair value of financial assets and financial liabilities, including 
derivative instruments.  



 

Stikine Gold Corporation 
Notes to Financial Statements 
February 28, 2010 and February 29, 2009 
Canadian Funds 
 
 
2. Significant Accounting Policies - Continued 

 

iii) EIC Abstract 174 - Mining Exploration Costs provides guidance on the accounting and the 
impairment review of exploration costs.  

The adoption of these new accounting standards did not have a significant impact on the 
amounts reported or disclosures in the Company’s financial statements.  

iv) In 2009 the Accounting Standards Board amended CICA handbook Section 3862 “Financial 
Instruments – Disclosures” (“Section 3862”), to require enhanced disclosures – a “fair value 
hierarchy” that classifies financial instruments at one of three levels according to the relative 
reliability of the inputs used to estimate the fair values. The new disclosure requirements of this 
standard are addressed in Note 9. 

 

 
d)  Accounting Developments  
 

The CICA issued new Handbook Section 1582, “Business Combinations”, Handbook Section 
1600, “Consolidated Financial Statements” and Handbook Section 1601, “Non-controlling 
Interests” in January 2009 which establish a new section for accounting for a non-controlling 
interest in a subsidiary. These new standards are expected to align Canadian GAAP with the 
provisions of the International Financial Reporting Standards (“IFRS”) equivalent IFRS3, 
“Business Combinations” and IAS 27, “Consolidated and Separate Financial Statements”. The 
new standards will be effective for business combinations for which the acquisition date is on or 
after January 1, 2011. The Company is evaluating the impact of these new standards on the 
Company’s consolidated financial statements as part of the Company’s IFRS initiatives. 

 
e) Cash and Cash Equivalents  

Cash and cash equivalents are classified as held for trading and recorded at fair value with 
changes in fair value recorded in net income. The Company considers cash and cash equivalents 
to include amounts held in banks and highly liquid investments with maturities at point of 
purchase of 90 days or less.  

f) Option Agreements 
 

From time to time, the Company may acquire or dispose of properties pursuant to the terms of 
option agreements.  Due to the fact that options are exercisable entirely at the discretion of the 
optionee, option payments and receipts are recorded as resource property costs or recoveries 
when the payments are made or received. 

 
g) Accounts Receivable 

 
Accounts receivable are carried at the lower of cost or net realizable value. The receivables are 
reviewed on a periodic basis to determine collectability. Collectability is determined on an individual 
customer basis based on payment history, age of the receivable and credit worthiness of the 
customer. Receivables are written off if they are determined to be uncollectible. 

h) Resource Properties Costs 
 

The Company is in the process of exploring and developing its resource properties and has not 
completed a bankable feasibility study to delineate ore reserves that are economically 
recoverable. Resource exploration and development costs are capitalized on an individual 
prospect basis until such time as the Company begins commercial production on the prospect or 
the prospect is sold, abandoned, allowed to lapse, or determined to be impaired.   



 

Stikine Gold Corporation 
Notes to Financial Statements 
February 28, 2010 and February 29, 2009 
Canadian Funds 
 
 

2. Significant Accounting Policies - Continued 
 

Deferred exploration and development costs for properties placed into production are amortized 
on a unit-of-production basis, based on proven and probable reserves and a portion of measured, 
indicated and inferred resources. Costs for prospects that are abandoned are written off at the 
time a decision is made not to continue exploration and development. Payments received by the 
Company when a property is optioned to another party are recorded as an offset to acquisition 
costs until those payments exceed expenditures, at which point they are recognized in net 
income.   

The recoverability of the amount capitalized for the undeveloped resource properties is 
dependent upon the development of a commercially viable mining operation, confirmation of the 
Company's interest in the underlying mineral claims, the ability to farm out its resource properties, 
the ability to obtain the necessary financing to complete their development and future profitable 
production or proceeds from the disposition thereof. 

Although the Company has taken steps to verify title to mineral properties in which it has an 
interest, in accordance with industry standards for the current stage of exploration or 
development of such properties, these procedures do not guarantee a clear title. Property title 
may be subject to unregistered prior agreements and regulatory requirements. The Company is 
not aware of any disputed claims of title. 

i) Amortization  

The Company provides for amortization on its equipment at an annual rate of 45% for computer 
equipment and 20% for other office and field equipment on the declining balance method. One-
half of the above rates are taken in the year of acquisition. 
 

j) Comprehensive Income 

Comprehensive income represents the change in equity of an enterprise during a period from 
transactions and other events arising from non-owner sources including gains and losses arising 
from changes in fair value of available for sale financial assets and changes in the fair value of 
the effective portion of cash flow hedging instruments.  The Company has not recognized any 
adjustments through other comprehensive income for the years ended February 28, 2010 and 
2009.  

k) Impairment of Long-lived Assets 

The Company assesses the possibility of impairment in the net carrying value of its long lived 
assets when events or circumstances indicate impairment may have occurred. Management 
calculates the estimated undiscounted future net cash flows relating to the asset or asset group 
using estimated future prices, proven and probable reserves and other mineral resources, and 
operating, capital and reclamation costs. When the carrying value of an asset exceeds the related 
undiscounted cash flows, the asset is written down to its estimated fair value, which is usually 
determined using discounted cash flows. Where future net cash flows cannot be estimated and 
other events or changes in circumstances suggest impairment, management determines whether 
the carrying cost is recoverable and at fair value using best estimates and comparative situations 
in the marketplace. 
 

l) Asset Retirement Obligations 

The Company follows the recommendations of CICA Handbook Section 3110, Asset Retirement 
Obligations.  This section requires recognition of a legal liability for obligations relating to 
retirement of property, plant, and equipment, and arising from the acquisition, construction, 
development, or normal operation of those assets.  Such asset retirement cost must be 
recognized at fair value, when a reasonable estimate of fair value can be estimated, in the period 
in which it is incurred, added to the carrying value of the asset, and amortized into income on the 
same basis as the underlying asset. 
 

 
 



 

Stikine Gold Corporation 
Notes to Financial Statements 
February 28, 2010 and February 29, 2009 
Canadian Funds 
 

 
2. Significant Accounting Policies - Continued 

 
Asset retirement obligations are adjusted to reflect the passage of time (accretion) calculated by 
applying the discount factor implicit in the initial fair value measurement to the beginning-of-period 
carrying amount of the obligation.  The value of asset retirement obligations is evaluated on an 
annual basis or as new information becomes available on expected amounts and timing of cash 
flows required to discharge the liability. These changes are recorded in the period in which they 
are identified and when costs can be quantified reasonably. The Company has determined that it 
has no asset retirement obligations. 

 

m) Income Taxes 
 

Future income taxes are calculated using the asset and liability method. Temporary differences 
arising from the difference between the tax basis of an asset or liability and its carrying amount on 
the balance sheet are used to calculate future income tax liabilities or assets. Future income tax 
liabilities or assets are calculated using the substantively enacted tax rates anticipated to apply in 
the periods that the temporary differences are expected to reverse. If realization of future income 
tax assets is not considered more likely than not, a valuation allowance is provided. 

n)  Foreign Exchange 

The Company’s foreign currency holdings are translated into Canadian dollars using the temporal 
method as follows: 

• Monetary assets and liabilities at the exchange rate at period-end; 
•  Non-monetary assets and liabilities at historical exchange rates; 
•  Income and expense items at exchange rates prevailing at the transaction date except for 

depreciation and amortization which are recorded at historical rates. 

Exchange gains and losses are recognized in net income in the period in which they are incurred. 

o) Share Capital 
 
Share capital issued for non-monetary consideration is recorded at an amount based on fair 
market value.  The proceeds from the issuance of units is allocated between common shares and 
common share purchase warrants on a pro-rata basis based on relative fair values using the 
Black-Scholes pricing model. 

 
p
 
) Stock-Based Compensation  

All stock-based awards are recognized based on the estimated fair value of the options using the 
Black-Scholes valuation model. The fair value of the options is recognized over the vesting period 
of the options granted, and is capitalized or expensed as stock based compensation as 
appropriate, with the offsetting entry to contributed surplus.  If and when the stock options are 
ultimately exercised, the applicable amounts of contributed surplus are transferred to share 
capital.   
 

q ) Earnings (Loss) per Share 
Basic earnings (loss) per share is computed by dividing income (loss) available to common 
shareholders by the weighted average number of common shares outstanding during the year.  
 
The Company follows the “treasury stock” method in the calculation of diluted earnings per share. 
This method recognizes the proceeds that could be obtained upon exercise of any convertible 
securities only when such exercise would have a dilutive effect on earnings per share. It assumes 
that any proceeds from exercise would be used to purchase common shares at the average 
market price prevailing during the period. In periods in which the Company incurs losses, the 
exercise of any outstanding convertible securities would be anti-dilutive, and therefore basic and 
diluted earnings (loss) per share are not presented separately. 



 
Stikine Gold Corporation 
Notes to Financial Statements 
February 28, 2010 and February 29, 2009 
Canadian Funds 
 

2. Significant Accounting Policies - Continued 
 
r) Mineral Exploration Tax Credits (“METC”) 

 
The Company recognizes METC amounts and applies those amounts against deferred 
exploration costs when the Company’s application for tax credits is approved by Canada 
Revenue Agency.   
 

s) Variable Interest Entities 
 

The Company has adopted Accounting Guideline AcG-15, Consolidation of Variable Interest 
Entities, which requires consolidation of entities in which the Company has a controlling financial 
interest. The Company has determined that it has no variable interest entities.  

 

3. Resource Property Costs 
 
Details are as follows: 

 

  Acquisition  

Deferred 
Exploration & 
Development  Written-off 

Total 
February 28, 

2010 
British Columbia, Canada 
BC Silica Project (a) $ 41,108 $ 942,085 $ - $ 983,193 
Grant Gold Project (b)  -  5,302  (5,302) - 
Catalan Copper Project (c)  -  -  - - 

Saskatchewan, Canada       
Huskie Uranium Project (d)  -  -  - - 

 $ 41,108 $ 947,387 $ (5,302) $ 983,193 
 

a) During the first quarter ended May 31, 2009, the Company acquired a 100-per-cent interest in 
several British Columbia mineral claims by map staking known silica occurrences and prospective 
geology. The Company is in the process of evaluating the various silica sources for commercial 
frac sand potential.   

b) During the year ended February 28, 2009, the Company was granted an option to acquire a 
100% interest in a placer property named the Grant Gold Project. The Company paid $20,000 to 
secure a 90-day evaluation period. After completing this initial evaluation, the Company 
terminated the option and elected not to continue its interests in the area. The Company wrote- 
off total property expenditures of $255,279 incurred in connection with the Grant Gold project as 
at February 28, 2009 and a further $5,302 in costs were expensed during the year ended 
February 28, 2010.    

c) During the year ended February 29, 2008, the Company completed the acquisition of a 100% 
interest in the Catalan Copper Property for $60,000 in cash payments. The Company 
subsequently determined that the carrying value of the property was not recoverable and took an 
impairment charge of $316,866 as at February 28, 2009. The Company allowed the mineral 
claims to lapse during the year ended February 28, 2010.    

 
d) During the year ended February 28, 2007, the Company completed the purchase of a 100% 

interest in the Huskie Uranium Property, in Northern Saskatchewan. In order to acquire the 100% 
interest, the Company issued 1,225,000 common shares with a fair value of $441,000 to the 
vendor. The Company later determined that the carrying value of the property was not 
recoverable and took an impairment charge of $970,636 as at February 28, 2009. 

 
 

 



 

Stikine Gold Corporation 
Notes to Financial Statements 
February 28, 2010 and February 28, 2009 
Canadian Funds 
 
 

 
4. Equipment 
 

Details are as follows: 

 Cost 
Accumulated 
Amortization 

February 28, 
2010 

Net Book 
Value 

Computer/Office equipment $ 20,335 $ 16,983 $ 3,352 
 

 Cost 
Accumulated 
Amortization 

February 28,  
2009 

Net Book 
Value 

Computer/Office equipment $ 20,335 $ 15,905 $ 4,430 
 
 
 

5. Share Capital 
 

a) Details are as follows:  
 

  Number  Amount 
Authorized:   

Unlimited common shares without par value     
Balance as at February 29, 2008 37,792,917  6,927,436 
Issued and fully paid    

Private Placement – prorated value of common 
shares issued 5,000,000  469,474 
Exercise of stock options 100,000  10,000 

Fair value of options exercised -  28,809 
Share Issuance costs -  (5,582)
Balance as at February 28, 2009 42,892,917 $ 7,430,137 
Issued and fully paid    

Private Placement – prorated value of common 
shares issued 2,000,000  144,995 
Exercise of warrants 5,000,000  750,000
Exercise of stock options 100,000  10,000

Fair value of warrants exercised -  30,526
Fair value of options exercised -  7,289
Share Issuance costs -  (1,632)
Balance as at February 28, 2010 49,992,917 $ 8,371,315 

 

During the year ended February 28, 2010, the Company completed a non-brokered private 
placement for proceeds of $200,000. Two million units were issued at a price of $0.10 per unit, 
each consisting of one common share and one common share purchase warrant. Each warrant 
entitles the holder to acquire an additional common share until August 13, 2010 at price of $0.15. 
A director of the Company purchased a total of 120,000 units.  

The prorated fair value of the warrants issued was calculated to be $55,005 on the grant date and 
is accounted for as a reduction to proceeds from the common shares with the offsetting entry to 
contributed surplus. The total fair value of warrants was estimated using the Black-Scholes 
Option Pricing Model with the following weighted average assumptions: 
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Notes to Financial Statements 
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5. Share Capital - Continued  
 

Number of warrants  2,000,000 
Average risk-free interest rate  1.21% 
Expected dividend yield  Nil 
Expected stock price volatility  111% 
Average expected life  0.88 years 

During the year ended February 28, 2009, the Company completed a non-brokered private 
placement for proceeds of $500,000. Five million units were issued at a price of $0.10 per unit, 
each consisting of one common share and one common share purchase warrant. Each warrant 
entitled the holder to acquire an additional common share until October 14, 2009 at price of 
$0.15. Directors of the Company purchased a total of 1,675,000 units.  

The prorated fair value of the warrants issued was calculated to be $30,526 on the grant date and 
is accounted for as a reduction to proceeds from the common shares with the offsetting entry to 
contributed surplus. The total fair value of warrants was estimated using the Black-Scholes 
Option Pricing Model with the following weighted average assumptions: 

 
Number of warrants  5,000,000 
Average risk-free interest rate  2.43% 
Expected dividend yield  Nil 
Expected stock price volatility  56.47% 
Average expected life  0.89 years 

b) Stock Options  

 The company has established a share purchase option plan whereby the board of directors may, 
from time to time, grant options to directors, officers, employees or consultants.  The maximum 
number of shares issuable under the stock option plan shall not exceed 10% of the issued and 
outstanding shares.  Options granted must be exercised no later than five years from date of 
grant or such lesser period as determined by the board of directors.  The exercise price of an 
option is not less than the closing price on the TSX Venture Exchange on the last trading day 
preceding the grant date. Options vest on the grant date unless determined otherwise by the 
board of directors. 

At February 28, 2010 there were 4,010,000 options outstanding at a weighted average exercise 
price of $0.19.  A summary of the changes during the year ended February 28, 2010 is as follows: 

Number at 
February 28, 

2009 Granted Exercised Cancelled 

Number at 
February 28, 

 2010 

Exercise 
Price 

Per Share Expiry 
490,000 - - - 490,000 $0.55 March 4, 2010 
100,000 - - (100,000) - $0.30 June 1, 2011 
700,000 - - (75,000) 625,000 $0.30 Feb. 20, 2012 

1,800,000 - (100,000) - 1,700,000 $0.10 June 18, 2013 
- 1,195,000 - - 1,195,000 $0.10 June 10, 2014 

3,090,000 1,195,000 (100,000) (175,000) 4,010,000 $0.19  
 

During the year ended February 28, 2010, the Company granted 1,195,000 incentive stock 
options exercisable at a price of $0.10 per share for a period of five years. The total fair value of 
the options granted was calculated to be $59,641 on the grant date. Of this amount, $9,483 was 
expensed and $50,158 was capitalized to mineral properties. The offsetting entries are to 
contributed surplus. The fair value of stock options used to calculate the compensation expense 
was estimated using the Black-Scholes Option Pricing Model with the following weighted average 
assumptions:   
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. Share Capital - Continued 

Average risk-free interest rate  2.37% 
Expected dividend yield  Nil 
Expected stock price volatility  81.9% 
Average expected option life  4.2 years 

Also during the year ended February 28, 2010, a total of 175,000 outstanding stock options were 
cancelled upon termination of consulting agreements. A total of 100,000 stock options were 
exercised for proceeds of $10,000. The fair value of $7,289 relating to this exercise of stock 
options has been transferred to share capital from contributed surplus.  

 
As at February 28, 2009 there were 3,090,000 options outstanding at a weighted average 
exercise price of $0.22.  A summary of the changes during the year is as follows: 

 
Number at 

February 29, 
2008 Granted Exercised Cancelled 

Number at 
February 28, 

 2009 

Exercise 
Price 

Per Share Expiry 
630,000 - - (140,000) 490,000 $0.55 March 4, 2010 
100,000 - - (100,000) - $0.10 July 31, 2008 
450,000 - (100,000) (350,000) - $0.10 Feb. 2, 2009 
200,000 - - (200,000) - $0.20 March 13, 2011 
100,000 - - - 100,000 $0.30 June 1, 2011 
750,000 - - (50,000) 700,000 $0.30 Feb. 20, 2012 

- 1,800,000 - - 1,800,000 $0.10 June 18, 2013 

2,230,000 1,800,000 (100,000) (840,000) 3,090,000 $0.22  
 

During the year ended February 28, 2009, 100,000 stock options were exercised for proceeds of 
$10,000 and 840,000 outstanding stock options were cancelled upon termination of various 
consulting agreements.  The Company granted 1,800,000 incentive stock options during the year 
exercisable at a price of $0.10 per share for a period of five years. The total fair value of the 
options granted was calculated to be $131,208 on the grant date. Of this amount, $85,650 was 
expensed during the year and $45,558 was capitalized to mineral properties and subsequently 
written-off.  The offsetting entries are to contributed surplus. The fair value of stock options used 
to calculate the compensation expense was estimated using the Black-Scholes Option Pricing 
Model with the following weighted average assumptions:   

 
Average risk-free interest rate  3.54% 
Expected dividend yield  Nil 
Expected stock price volatility  104% 
Average expected option life  4.1 years 

 
c) Warrants 

As at February 28, 2010, there were 2 million warrants of the Company outstanding with an 
exercise price of $0.15.  A summary of the Company’s warrants outstanding at February 28, 2010 
and the changes for the year are as follows: 

 
 

Number 
Outstanding 
February 28, 

2009 Issued 

 
 
 
 

Exercised 

Number 
Outstanding 
February 28, 

2010 
Exercise

Price Expiry Date 
5,000,000 - (5,000,000) - $0.15 October 14, 2009 

- 2,000,000 - 2,000,000 $0.15 August 13, 2010 
5,000,000 2,000,000 (5,000,000) 2,000,000 $0.15  
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5. Share Capital - Continued 

During the year ended February 28, 2010, 5 million warrants were exercised for proceeds of 
$750,000.  The fair value of $30,526 relating to these warrants has been transferred to share 
capital from contributed surplus.  

At February 28, 2009, there were 5 million warrants of the Company outstanding with an exercise 
price of $0.15. A summary of the Company’s warrants and agent’s warrants outstanding at 
February 28, 2009 and the changes for the fiscal year are as follows: 

 

Number 
Outstanding 
February 29, 

2008 Issued 

 
 
 
 

Expired 

Number 
Outstanding 
February 28, 

2009 
Exercise

Price Expiry Date 
- 5,000,000 - 5,000,000 $0.15 October 14, 2009 

1,500,000 - (1,500,000) - $0.20 September 13, 2008 
1,500,000 5,000,000 (1,500,000) 5,000,000 $0.15  

 
 
d) Contributed Surplus 

 
Details are as follows: 

 
  February 28,  

2010 
 February 28,  

2009 
Balance – Beginning of Year  $ 971,825 $ 839,262 
Private placement proceeds allocated to warrants  55,005  30,526 
Issuance costs attributed to warrants  (481)  (362) 
Issuance costs for warrants exercised  362  - 
Fair value of warrants exercised  (30,526)  - 
Fair value of options exercised  (7,289)  (28,809) 
Fair value of stock-based compensation  59,641  131,208 
Balance – End of Year  $ 1,048,537 $ 971,825 

  
        

6. Reclamation Bonds  

At February 28, 2010, reclamation bonds totalling $7,500 (2009 - $10,000) were held with the British 
Columbia Ministry of Energy, Mines and Petroleum Resources as summarized below: 

 February 28, February 28, 
 2010 2009

Grant Gold Project $ 4,000 $ 4,000
BC Silica claims 3,500  -
Catalan Copper Project -  3,500
Sullivan Deeps Project -  2,500
Total $ 7,500 $ 10,000
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7. Related Party Transactions 

 
Except as noted elsewhere in these financial statements, related party transactions are measured 
and recorded at fair market value as follows: 

 
a) During the year ended February 28, 2010, consulting fees of $23,200 (2009 - $2,800) were paid 

or accrued to the Company’s President and Chief Executive Officer.  Services provided include 
general corporate, exploration and acquisition strategy, planning and management work, contract 
negotiations, and investment presentations  

b) During the year ended February 28, 2010, consulting fees of $14,700 (2009 - $15,400) were paid 
or accrued to the Company’s Secretary and Chief Financial Officer. Services provided include 
corporate finance initiatives, fund raising, contract negotiations, accounting, office and general 
management. 

c) During the year ended February 28, 2010, contract fees of $24,000 (2009 - $7,000) were paid or 
accrued to a company controlled by a director.  These amounts were included in resource costs.  

d) During the year ended February 28, 2010, rent costs of $36,687 (2009 - $27,118) were paid or 
accrued to a company with directors of the Company in common. 

e) At February 28, 2010 current liabilities include $30,478 (2009 - $10,075) payable to related 
parties.  

These transactions were incurred in the ordinary course of business, are non-interest bearing, and 
without specific repayment terms.  The transactions are measured at the exchange amount, which is 
the fair value consideration established and agree to by the related parties.  

 
 
 

8. Income Taxes 
 
a) Income tax expense differs from the amount that would result from applying the Canadian federal 

and provincial income tax rates to earnings before income taxes.  These differences result from 
the following items:  

 
 
 

For the years ended:  February 28, 
2010 

 February 28, 
2009

Earnings (Loss) before income taxes $ (157,287) $ (1,769,922) 
Canadian federal and provincial income tax rates  29.76%  30.75% 
Income tax expense (recovery)  (46,809)  (544,251) 
Increase (decrease) due to:     

Non-deductible expenses for tax purposes  19,275  37,727 
Share issuance costs  (438)  (1,486) 
Difference in long term tax rates  4,404  130,487 
Expiry of losses and others  13,211  (10,673) 
Changes in valuation allowance  (6,362)  388,196 

Income tax expense (recovery) $ (16,719) $ - 
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8. Income Taxes - Continued 
 
b) The significant components of future income tax assets and liabilities are as follows:  

 
As at: February 28, 2010  February 28, 2009 
Future income tax asset    
Non-capital loss carry forwards $ 453,335  $ 416,394 
Shares issue costs  5,226   12,177 
Equipment  4,246   3,976 
Resource property costs  1,048,475   1,068,378 
Future income tax assets   1,511,282   1,500,925 
Less:  Valuation allowance  (1,494,563)   (1,500,925) 
Total future income tax asset $ 16,719  $ - 
Future income tax liability    
Mineral properties $ 16,719  $ - 
Total future income tax liability $ 16,719  $ - 
Net future income tax liability  $ -  $ - 

 
c) At February 28, 2010, the Company has non-capital losses of $1,793,205 that may be available 

to offset future taxable income.  These loss carry-forwards expire as follows: 
 

 Amount 
2011 $ 335,570 
2015  332,157 
2026  206,730 
2027  308,060 
2028  234,950 
2029  175,202 
2030  200,536 

 $ 1,793,205 

The Company has cumulative resource expenditures of approximately $5,160,000 that may be 
carried forward indefinitely and used to reduce taxable income in future years. 

 
 

 
9. Financial Instruments 

a)  Fair Values  

The Company has designated its financial instruments as follows: 

• Cash and cash equivalents are classified as “Held-For-Trading” and recorded at fair 
value with changes in fair value recorded in net income;   

• Reclamation bond amounts are classified as “Available-for-Sale” and recorded at fair 
value with temporary changes in fair value recorded in other comprehensive income; and  

• Accounts payable, accrued liabilities, and due to related parties are classified as “Other 
Financial Liabilities”. These financial liabilities are recorded at amortized cost using the 
effective interest method. 

There are three levels of fair value hierarchy that prioritize the inputs to valuation techniques used 
to measure fair value, with level 1 inputs having the highest priority. The levels and the valuation 
techniques used to value the Company’s financial assets and liabilities are described below:  
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9. Financial Instruments - Continued 
 

• Level 1 – Unadjusted quoted prices in active markets that are accessible at the 
measurement date for identical, unrestricted assets or liabilities.  

• Level 2 – Quoted prices in markets that are not active, quoted prices for similar assets or 
liabilities in active markets, or inputs that are observable, either directly or indirectly, for 
substantially the full term of the asset or liability.  

• Level 3 – Unobservable (supported by little or no market activity) prices.  

The carrying amounts of financial instruments approximate fair value as of February 28, 2010 as 
shown below: 

Financial Assets  

Fair Value 
Hierarchy Level 

  Carrying and 
Fair Values 

Cash and cash equivalents 2 $ 15,429 
Reclamation bonds 2 $ 7,500 

  
Financial Liabilities  

Accounts payable  
and accrued liabilities 

 
N/A $ 54,981 

Due to related parties  N/A $ 30,478 

The fair values of the Company’s accounts payable and accrued liabilities and due to related 
parties are estimated to approximate their carrying values due to the immediate or short-term 
maturity of theses financial instruments.   

b)  Capital Risk Management 

The Company's primary objectives when managing capital are to safeguard the Company's ability 
to continue as a going concern, so that it can continue to provide returns for shareholders, and to 
have sufficient funds on hand for business opportunities as they arise. The Company considers 
the components of shareholders' equity as capital. The Company manages its capital structure 
and makes adjustments to it in light of changes in economic conditions and the risk 
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the 
Company may issue equity, sell assets, or return capital to shareholders as well as issue or repay 
debt. The Company is not subject to externally-imposed capital requirements. The Company 
invests its cash in short-term interest-bearing investments, having maturity dates of three months 
or less from the date of acquisition, that are readily convertible to known amounts of cash.  

There were no changes to the Company's approach to capital management during the year 
ended February 28, 2010. As at February 28, 2010, the Company had no foreign currency 
hedges or commodity hedges in place, and consequently, hedge accounting is not used. 
Additional information regarding the Company’s capital risk management is disclosed in Note 1. 

c)  Financial Risk Management 
 

The Company is exposed to potential loss from various risks including credit risk, interest rate 
risk, currency risk, liquidity risk, market risk and commodity price risk. 

i) Credit Risk 

A concentration of credit risk in accounts receivable resides with the Canada Revenue Agency. 
Management has considered payment history and other factors and estimated that no allowances 
are required to allow for potential credit losses, as the risk of non-performance is remote. The 
Company maintains its cash and cash equivalents in Canadian Chartered Banks. The Company’s 
maximum exposure to credit risk is the carrying value of its financial assets. 
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9. Financial Instruments – Continued 

ii) Foreign Exchange Risk  

The Company's operations are exclusively conducted in Canada and the operating results and the 
financial position of the Company are reported in Canadian dollars.  The Company is not subject to 
foreign exchange risk at February 28, 2010. 

iii) Interest Rate Risk 

The Company is exposed to interest rate risk on its cash and cash equivalents. Generally, the 
Company’s interest income will be reduced during sustained periods of lower interest rates as 
higher yielding cash equivalents and short-term investments mature and the proceeds are invested 
at lower interest rates.  A 1% change in interest rates would have an insignificant impact on the 
Company’s financial statements or operating results. 

iv) Liquidity Risk 

The Company is exposed to liquidity risk. The Company seeks to manage liquidity risk by 
maintaining sufficient cash and short-term investment balances for settlement of its obligations. 
Liquidity requirements are managed based on expected cash flow to ensure there is sufficient 
capital in order to meet short-term obligations. For the year ended February 28, 2010, the 
Company reported a loss of $140,568 and an accumulated deficit of $8,487,933 at that date. The 
Company had a working capital deficit of $62,126 and cash and cash equivalents at February 28, 
2010 amounted to $15,429. At February 28, 2010, the liquidity risk of the Company was considered 
very high due to limited funds and general uncertainty in the world economy (see Notes 1 and 11).  

v) Pledged Financial Assets 

The Corporation has financial assets that are pledged for reclamation obligations. Reclamation 
deposits are maintained to satisfy the Corporation’s obligation for future reclamation expenditures 
at its various exploration properties.  

vi) Market and Commodity Price Risk 

The Company is exposed to market risk and commodity price risk. Declines in the market price of 
commodities can affect the Company’s ability to raise capital to fund its ongoing exploration and 
development activities.  

 
 
 

10. Segmented Information 
 
The Company’s principal activity is the exploration and development of mineral properties with these 
properties located in Canada. 

 

11. Subsequent Events 
 
Subsequent to February 28, 2010, 535,000 stock options were exercised for total proceeds of 
$53,500, and 615,000 stock options expired unexercised. The Company also granted 2,100,000 
incentive stock options, each exercisable into one common share of the Company at a price of $0.30 
for a period of five years. 

Also subsequent to year-end, the Company entered into an agreement for a brokered private 
placement to raise, on a best efforts basis, a minimum of $2,000,000, to a maximum of $4,000,000 
through the issuance of up to 15,000,000 flow-through common shares at a price of $0.20 per flow-
through common share and up to 5,000,000 units of the Company at a price of $0.20 per unit. Each 
unit is to consist of one common share and one half of one share purchase warrant, each warrant 
exercisable for eighteen months at a price of $0.25.    

 

 

 




