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AUDITORS' REPORT 
 
 
 
 
To the Shareholders of 
Sedex Mining Corp. 
 
 
We have audited the balance sheets of Sedex Mining Corp. as at August 31, 2009 and 2008, and 
the statements of loss and comprehensive loss, shareholders’ equity 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 August 31, 2009 and 2008, and the results of its operations and its 
cash flows for the years then ended in accordance with Canadian generally accepted accounting 
principles. 
 
 
 
 
Vancouver, Canada                                                                                       “Morgan and Company”  
 
December 21, 2009 Chartered Accountants 
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SEDEX MINING CORP. 
 

BALANCE SHEETS 
 
 
 
 AUGUST 31 
 2009 2008 
     
ASSETS     
     
Current     

Cash  $ 984 $ 57,577 
GST recoverable  39,729  23,616 
Prepaid expenses   904  19,580 

  41,617  100,773 
     
Due From Related Parties (Note 8)  38,710  38,710 
Equipment   8,376  11,567 
Deferred Mineral Property Costs  (Note 3)  3,004,472  2,552,553 
     
 $ 3,093,175 $ 2,703,603 
     
LIABILITIES     
     
Current     

Accounts payable and accrued liabilities $ 698,509 $ 215,930 
Due to related parties (Note 8)  498,456  403,281 
Part XII.6 tax payable (Note 9)  59,244  22,458 

  1,256,209  641,669 
SHAREHOLDERS’ EQUITY     
     
Share Capital  (Note 5)  17,082,937  16,150,437 
Contributed Surplus   1,031,095  939,463 
Deficit  (16,277,066)  (15,027,966) 
  1,836,966  2,061,934 
     
 $ 3,093,175 $ 2,703,603 

 
 
 
Approved on behalf of the Board of Directors: 

   
   

“Richard W. Hughes”  “Joseph Montgomery” 
Director  Director 

 
 

The accompanying notes are an integral part of these financial statements. 
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SEDEX MINING CORP. 
 

STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 
 
 
 

 
 

 
 
 

The accompanying notes are an integral part of these financial statements. 

 YEARS ENDED AUGUST 31 
 2009 2008 
   
Administrative Expenses   

Amortization $       3,191      $        1,197 
Audit and accounting 32,816         20,300  
Bank charges and interest           124                 549 
Consulting fees (Note 8(b)) 90,593       212,050 
Miscellaneous  16,609           9,225 
Office administration (Note 8(a)) 558,440       547,222 
Regulatory and transfer fees 30,041         43,508 
Stock based compensation (Note 5(d)) 61,132       272,000 

       Travel and promotion 19,966         65,214 
   
Loss Before The Following       812,912          1,171,265 
   
Part XII.6 Tax And Penalty (Note 9) 36,786         46,193 
Write Down Of Deferred Mineral Property Costs 30,76 6    3,675,232 
Interest Income -        (30,780) 
Investor Flow Through Obligation Expense (Note 9) 240,348                   - 
Net Income From Petroleum Interests  (Note 4) (2,212)         (2,262) 
   
Loss Before Income Taxes 1,118,600    4,859,648 
   
Future Income Tax Expense (Recovery) (Note 9) 100,000     (329,920) 
   
Net Loss And Comprehensive Loss For The Year  $ 1,2 18,600    $ 4,529,728 
   
Loss Per Share , Basic and Diluted $          0.01 $         0.05 
   
Weighted Average Number Of Shares 
 Outstanding   

  

Basic and Diluted 105,255,868 85,959,686 
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SEDEX MINING CORP. 
 

STATEMENTS OF SHAREHOLDERS’ EQUITY 
 

YEARS ENDED AUGUST 31, 2009 and 2008  
 
 
 

 SHARE CAPITAL CONTRIBUTED   
 NUMBER AMOUNT SURPLUS DEFICIT TOTAL 
          
Balance, August 31, 2007 79,211,902 $ 15,077,933 $ 667,463 $ (10,498,238) $ 5,247,158 
          

Issuance of shares for mineral 
properties 

 
480,000 

  
45,500 

  
- 

  
- 

  
45,500 

Issuance of shares for cash, 
private placements, non-flow-
through 

 
 

4,978,750 

  
 

440,300 

  
 

- 

  
 

- 

  
 

440,300 
Issuance of shares for cash, 

private placements, flow-
through 

 
 

10,921,250 

  
 

947,700 

  
 

- 

  
 

- 

  
 

947,700 
Share issue costs -  (52,076)  -  -  (52,076) 
Warrants exercised for cash 210,000  21,000  -  -  21,000 
Stock based compensation -  -  272,000  -  272,000 
Tax benefits on flow-through 

shares 
 

- 
  

(329,920) 
  

- 
  

- 
  

(329,920) 
Net loss for the year -  -  -  (4,529,728)  (4,529,728) 

          
Balance, August 31, 2008 95,801,902  16,150,437  939,463  (15,027,966)  2,061,934 
          

Issuance of shares for mineral 
properties 

 
       625,000 

  
       17,000 

  
- 

  
- 

  
      17,000 

Issuance of shares for cash, 
private placements, non-flow-
through 

 
 

791,666 

  
 

47,500 

  
 

- 

  
 

- 

  
 

47,500 
Issuance of shares for cash, 

private placements, flow-
through 

 
 

13,249,997 

  
 

750,000 

  
 

- 

  
 

- 

  
 

750,000 
Share subscriptions -  50,000  -  -  50,000 
Share issue costs -  (32,000)  -  -  (32,000) 
Stock based compensation -  -     61,132  -        61,132 
Tax benefits on flow-through 

shares 
 

- 
  

      100,000 
  

- 
  

- 
  

     100,000 
Re-pricing of warrants -  -     30,500  (30,500)  -       
Net loss for the year -  -  -  (1,218,600)  (1,218,600) 

          
Balance, August 31, 2009 110,468,565 $  17,082,937 $ 1,031,095 $ (16,277,066) $ 1,836,966 
          

 
 

The accompanying notes are an integral part of these financial statements. 
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SEDEX MINING CORP. 
 

STATEMENTS OF CASH FLOWS 
 
 
 YEARS ENDED AUGUST 31 
 2009 2008 
     
Cash Provided By (Used In):     
     
Operating Activities     

Net loss for the year $ (1,218,600) $   (4,529,728) 
     
Add items not affecting cash:     
       Amortization  3,191  1,197 

Stock based compensation  61,132  272,000 
Write-down of deferred mineral property costs  30,766  3,675,232  
Future income taxes expense (recovery)  100,000  (329,920) 

  (1,023,511)  (911,219) 
Changes in non-cash operating assets and liabilities:     

GST recoverable  (16,113)  35,665 
Prepaid expenses  18,676  (3,889) 
Accounts payable and accrued liabilities   363,826  (179,980) 
Due to related parties  220,695  387,193 
Part XII.6 tax payable  36,786  (81,743) 

  (399,641)  (753,973) 
Investing Activities     

Deferred mineral property costs  (472,452)  (2,388,426) 
Purchase of equipment  -  (12,764) 
Short-term investment  -  863,000 

  (472,452)  (1,538,190) 
Financing Activities     

Shares issued for cash  797,500  1,409,000 
       Share issue costs  (32,000)          (52,076) 
       Share subscriptions received  50,000             - 
  815,500  1,356,924 
     
Net Decrease In Cash   (56,593)   (935,239) 
     
Cash, Beginning of Year  57,577   992,816 
     
Cash, End of Year $ 984  $ 57,577 
 
Supplemental Disclosure Of Cash Flow Information      

Cash paid for taxes $ - $ 127,147 

 
Supplemental Disclosure Of Non-Cash Financing 

And Investing Activities  
  

 
During the years ended August 31, 2009 and 2008, the Company issued 625,000 (2008 – 480,000) shares 
for the acquisition of mineral properties.  The shares were valued at $17,000 (2008 – $45,500). 
     
 

The accompanying notes are an integral part of these financial statements.
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1. NATURE OF OPERATIONS AND GOING CONCERN 
 

Sedex Mining Corp. (the "Company") carries out its business activities exclusively in Canada, and is 
engaged in the acquisition, exploration and development of mineral properties.  The Company was 
incorporated in British Columbia, Canada.  The Company is a public company listed on the TSX 
Venture Exchange (the “TSX.V”), trading under the “SDN” symbol.   
 
The Company is in the process of exploring its mineral properties and has not yet determined 
whether these properties contain ore reserves that are economically recoverable. The recoverability 
of the amounts shown as mineral properties and related deferred expenditures is dependent upon the 
discovery of economically recoverable reserves, the ability of the Company to obtain necessary 
financing to complete the development, and future profitable production or proceeds from the 
disposition thereof. 
 
These financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles ("GAAP") applicable to a going concern which assume that the Company will 
realize its assets and discharge its liabilities in the normal course of business.  The Company incurred 
a net loss of $1,218,600 for the year ended August 31, 2009 (2008 - $4,529,728) and had a working 
capital deficiency at August 31, 2009 of $1,214,592 (2008 - $540,896) and a deficit of $16,277,066 
(2008 - $15,027,966). The Company has incurred losses since inception and will need additional 
funds to continue to explore and, if exploration is successful, to develop its properties.  These factors 
create substantial doubt as to the ability of the Company to continue as a going concern unless 
sufficient funds are raised for ongoing operations.  The Company intends to raise funds by private 
placements.  These financial statements do not include adjustments that would be necessary should 
it be determined that the Company may be unable to continue as a going concern. 

 
2. SIGNIFICANT ACCOUNTING POLICIES 

 
These financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles.   

 
a) Use of Estimates  

The preparation of financial statements in conformity with Canadian generally accepted 
accounting principles requires management to make estimates and assumptions that affect the 
reported amount of assets and liabilities and disclosure of contingent liabilities at the date of the 
financial statements, and the reported amounts of revenues and expenditures during the 
reporting period. Significant areas requiring the use of management estimates relate to the 
determination of impairment of assets, mineral property carrying values, flow-through obligations 
to investors, determination of fair values for stock based compensation, and future income 
taxes.  Due to the inherent uncertainty involved with making such estimates, actual results 
reported in future years could differ from these estimates. 
 

b) Measurement Uncertainty 

Management’s capitalization of exploration and development costs and assumptions regarding 
the future recoverability of such costs are subject to significant measurement uncertainty.  
Management’s assessment of recoverability is based on, among other things, the Company’s 
estimate of current mineral reserves and resources which are supported by geological 
estimates, estimated gold, silver and metal prices, and the procurement of all necessary 
regulatory permits and approvals. These assumptions and estimates could change in the future 
and this could materially affect the carrying value and the ultimate recoverability of the amounts 
recorded for mineral properties.  



 
SEDEX MINING CORP. 

 
NOTES TO FINANCIAL STATEMENTS 

 
YEARS ENDED AUGUST 31, 2009 AND 2008 
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

c) Financial Instruments  

The Canadian Institute of Chartered Accountants (“CICA”) Handbook Section 3861, “Financial 
Instrument – Disclosure and Presentation”, has been replaced by CICA Handbook Section 
3862, “Financial Instruments – Disclosure” and Section 3863, “Financial Instruments – 
Presentation”.  These standards require entities to disclose quantitative and qualitative 
information that enables users to evaluate the significance of financial instruments for the 
Company’s financial performance, and the nature and extent of risks arising from financial 
instruments to which the Company is exposed during the period and at the balance sheet date.  
In addition, the Company is required to disclose management’s objectives, policies and 
procedures for managing these risks.  

 
The Company classifies its financial assets as either held-for-trading, available-for-sale, or loans 
and receivables.  Financial liabilities are classified as either held-for-trading, or other financial 
liabilities. 

 
Held-for-trading and available-for-sale financial instruments are recorded at fair value as 
determined by actual market prices.  Loans and receivables and other financial liabilities are 
recorded at amortized cost using the effective interest rate method. 
 

d)  Comprehensive Income 
 

Handbook Section 1530 establishes standards for the reporting and display of comprehensive 
income and its components in the financial statements. Comprehensive income includes net 
earnings and other comprehensive income. Other comprehensive income includes holding gains 
on available-for-sale investments, gains and losses on certain derivative instruments and 
currency gains and losses relating to the translating financial statements of self-sustaining 
foreign operations. 

 

e) Cash and Cash Equivalents 
 
Cash includes cash on hand and demand deposits.  Cash equivalents comprise short-term, 
highly liquid investments that are readily convertible to known amounts of cash which are subject 
to insignificant risk of change and have maturities of three months or less from the date of 
acquisition, held for the purpose of meeting short-term cash commitments rather than for 
investing or other purposes.  As at August 31, 2009 and 2008, the Company had no cash 
equivalents. 

 
f)     Equipment and Amortization  

 
Equipment is recorded at cost.  Amortization of vehicles is provided at a rate of 25% per annum, 
straight-line. 

 
g)    Mineral Properties  

 
Mineral properties consist of exploration and mining concessions, options and contracts. 
Acquisition and leasehold costs and exploration costs are deferred and capitalized until such 
time as the property is put into production or the properties are disposed of either through sale or 
abandonment. If put into production, the deferred costs will be amortized over the life of the 
property, based on estimated economic reserves. Proceeds received from the sale of any 
interest in a property will first be credited against the carrying value of the property, with any 
excess included in operations for the period. If a property is abandoned, the property and 
capitalized exploration costs are written off. 



 
SEDEX MINING CORP. 

 
NOTES TO FINANCIAL STATEMENTS 

 
YEARS ENDED AUGUST 31, 2009 AND 2008 
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2. SIGNIFICANT ACCOUNTING POLICIES  (Continued) 

 
g)    Mineral Properties (Continued)  

 
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 of such 
properties, these procedures do not guarantee the Company’s title.  Property may be subject to 
unregistered prior agreements and non-compliance with regulatory requirements. 

 
h)   Impairment Of Long-lived Assets 
 

Long-lived assets include mineral properties.  The Company periodically evaluates the recoverability 
of its long-lived assets whenever events or changes in circumstances indicate that the carrying 
amount of an asset may not be recoverable.  An impairment loss is recognized when estimated 
future cash flows resulting from the use of an asset and its eventual disposition is less than its 
carrying amount.   

 
A mining enterprise in the exploration stage is not obliged to conclude that capitalized costs have 
been impaired due to the absence of a projected estimated future net cash flow from the mining 
enterprise.  Mineral properties in the exploration stage do not have established mineral reserves and 
a basis for the preparation of a projection of the estimated future net cash flow from the properties 
does not exist.  However, a mining enterprise is required to consider the conditions for impairment 
write-down.  The conditions include unfavourable exploration results and significant unfavourable 
economic, legal, regulatory, environmental, political and other factors.  In addition, management’s 
development activities towards its planned principal operations are a key factor considered as part 
of the ongoing assessment of the recoverability of the carrying amount of mineral properties.  
Whenever events or changes in circumstances indicate that the carrying amount of a mineral 
property in the exploration stage may be impaired, the capitalized costs are written down to the 
estimated recoverable amount.   

 
i) Asset Retirement Obligations 

The Company applies CICA accounting standard 3110 – “Asset Retirement Obligations” to account 
for the obligations to reclaim and remediate the mineral properties.  Under the standard, the 
estimated fair value of the legal obligations are recognized in the period incurred, at the net present 
value of the cash flows required to settle the future obligations. A corresponding amount is 
capitalized to the related asset.  Asset retirement obligations are subject to accretion over time for 
increases in the fair value of the liabilities. 
 
As of August 31, 2009 and 2008, the Company had determined that there were no significant legal 
obligations for reclamation and remediation costs. The Company’s estimates of its ultimate asset 
retirement obligations could change as a result of changes in regulations, the extent of 
environmental remediation required, and the means of reclamation or cost estimates. Changes in 
estimates are accounted for prospectively from the period estimates are revised.   
 



 
SEDEX MINING CORP. 

 
NOTES TO FINANCIAL STATEMENTS 

 
YEARS ENDED AUGUST 31, 2009 AND 2008 
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2. SIGNIFICANT ACCOUNTING POLICIES  (Continued) 

 
 j)     Share Capital 
 

i)   Share consideration - Agent’s warrants, stock options and other equity instruments issued 
as purchase consideration in non-cash transactions, other than as consideration for mineral 
properties, are recorded at fair value determined by management using the Black-Scholes 
option pricing model.  The fair value of the shares issued as purchase consideration for 
mineral properties is based upon the trading price of those shares on the TSX.V on the 
date of the agreement to issue shares as determined by the Board of Directors.  Proceeds 
from unit placements are allocated between shares and warrants issued according to their 
relative fair value using the residual method. 

 
ii)   Flow-through shares - Resource expenditure deductions for Canadian income tax purposes 

related to Canadian exploration and development activities funded by flow-through share 
arrangements are renounced to investors in accordance with income tax legislation.  The 
Company follows the accounting prescribed by the CICA Emerging Issues Committee 
(“EIC”) in EIC-146, “Flow-through Shares”.  On the date the expenditures are renounced, a 
future income tax liability and a corresponding reduction in share capital is recorded.   

 
The future income tax liability is offset by available future income tax assets as a recovery 
of future income taxes. 

 
iii) Stock based compensation - The Company measures the cost of the service received for 

all stock options made to consultants, employees and directors based on an estimate of fair 
value at the date of grant.  The Company uses the Black-Scholes option pricing model to 
estimate the fair value of each stock option at the date of grant.  Stock options which vest 
immediately are recorded at the date of grant.  Stock options that vest over time are 
recorded over the vesting period using the straight line method.  Stock options issued to 
outside consultants that vest over time are valued at the grant date and subsequently re-
valued on each vesting date as services are rendered.  Stock based compensation is 
recognized as expense or, if applicable, capitalized to mineral property costs with a 
corresponding increase in contributed surplus.  On exercise of the stock option, 
consideration received and the estimated fair value previously recorded in contributed 
surplus is recorded as share capital. 

 
iv) Share issuance costs - Costs directly identifiable with the raising of share capital financing 

are charged against share capital.  Share issuance costs incurred in advance of share 
subscriptions are recorded as non-current deferred assets.  Share issuance costs related to 
uncompleted share subscriptions are charged to operations. 

 
k) Income Taxes 
 

Income taxes are calculated using the liability method of accounting.  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.  The future income tax 
liabilities or assets are measured using tax rates and laws expected to apply in the periods that the 
temporary differences are expected to reverse.  Valuation allowances are provided where (net) 
future income tax assets are not more likely than not to be realized. 
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YEARS ENDED AUGUST 31, 2009 AND 2008 
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2. SIGNIFICANT ACCOUNTING POLICIES  (Continued) 

 
l) Loss Per Share 
 

Basic loss per share is calculated by dividing net loss for the year by the weighted average 
number of common shares issued and outstanding during the year.  Diluted loss per share is 
calculated using the treasury stock method.  Under the treasury stock method, the weighted 
average number of common shares outstanding used for the calculation of diluted loss per share 
assumes that the proceeds to be received on the exercise of dilutive stock options and warrants 
are used to repurchase common shares at the average market price during the period.  Basic 
and diluted loss per share is equal for the years ended August 31, 2009 and 2008 as outstanding 
stock options and warrants were all anti-dilutive. 

 
m) Accounting Policy Changes 
 

Effective September 1, 2008, the Company adopted the following new CICA Handbook Sections 
on a prospective basis with no restatement to prior period financial statements: 

 
i) Section 1535, “Capital Disclosures”, requires the disclosure of both qualitative and 

quantitative information that enables users of financial statements to evaluate the 
Company’s objectives, policies and processes for managing capital.  Under this standard, 
the Company will be required to disclose the following:  

 
·  qualitative information about its objectives, policies and processes for managing capital;  
·  summary quantitative data about what it manages as capital;  
·  whether during the period it complied with any externally imposed capital requirement to 

which it is subject; and 
·  when the Company has not complied with such externally imposed capital requirements, 

the consequences of such non-compliance. 
 

ii) Section 3862, “Financial Instruments – Disclosures”; and Section 3863, “Financial 
Instruments – Presentation”, consist of a comprehensive series of disclosure requirements 
and presentation rules applicable to financial instruments. Section 3862 revises and 
enhances the disclosure requirements for financial instruments and Section 3863 carries 
forward unchanged the presentation requirements. 

 
Section 3862 requires the Company to provide disclosures in its financial statements that 
enable users to evaluate:  

 

·    the significance of financial instruments for the Company’s financial position and 
performance,  

·  the nature and extent of risks arising from financial instruments to which the Company is 
exposed during the period and at the balance sheet date, and  

·    how the Company manages those risks. 
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2. SIGNIFICANT ACCOUNTING POLICIES  (Continued) 
 

m)   Accounting Policy Changes (Continued) 

 
iii) On June 1, 2007, the Emerging Issues Committee of the CICA issued Abstract No. 166, 

“Accounting Policy Choice for Transaction Costs” (“EIC-166”).  This EIC addresses the 
accounting policy choice of expensing or adding transaction costs related to the acquisition of 
financial assets and financial liabilities that are classified as other than held-for-trading.  
Specifically, it requires that the same accounting policy choice be applied to all similar 
financial instruments classified as other than held-for-trading, but permits a different policy 
choice for financial instruments that are not similar.  The Company has adopted EIC-166 
effective June 1, 2007, which requires retroactive application to all transaction costs 
accounted for in accordance with CICA Handbook Section 3855, “Financial Instruments – 
Recognition and Measurement”.  The Company has evaluated the impact of EIC-166 and 
determined that no adjustments were required. 

 
iv)  The CICA approved amendments to CICA Handbook Section 1400, “General Standards of 

Financial Statement Presentation”. These amendments require management to assess an 
entity’s ability to continue as a going concern. When management is aware of material 
uncertainties related to events or conditions that may cast doubt on an entity’s ability to 
continue as a going concern, those uncertainties must be disclosed. In assessing the 
appropriateness of the going concern assumption, the standard requires management to 
consider all available information about the future, which is at least, but not limited to, twelve 
months from the balance sheet date. The new requirements of the standard are applicable for 
interim and annual financial statements relating to fiscal years beginning on or after January 
1, 2008. The implementation did not have a significant impact on the Company's results of 
operations, or financial position. The disclosure is provided in Note 1. 

 
v)  Effective September 1, 2008, the Company implemented CICA Section 3064, “Goodwill and 

Intangible Assets”, which establishes revised standards for recognition, measurement, 
presentation and disclosure of goodwill and intangible assets by profit-oriented enterprises.  
The adoption of this new standard did not have a material impact on the Company’s financial 
statements. 

 
n) Future Accounting Pronouncements Not Yet Adopted 

 
i) In January 2009, the CICA issued Handbook Section 1601, “Consolidated Financial 

Statements”, and Handbook Section 1602, “Non-Controlling Interests”, which together replace 
Handbook Section 1600, “Consolidated Financial Statements”.  These two sections are 
equivalent to the corresponding provisions of International Accounting Standard 27, 
Consolidated and Separate Financial Statements (January 2008).  Handbook Section 1602 
applies to the accounting for non-controlling interests and transactions with non-controlling 
interest holders in consolidated financial statements.  The new sections require that, for each 
business combination, the acquirer measure any non-controlling interest in the acquiree either 
at fair value or at the non-controlling interest’s proportionate share of the acquiree’s 
identifiable net assets.  The new sections also require non-controlling interests to be 
presented as a separate component of shareholders’ equity. 
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2.   SIGNIFICANT ACCOUNTING POLICIES  (Continued) 

 
n) Future Accounting Pronouncements Not Yet Adopted (Continued) 

 
Under Handbook Section 1602, non-controlling interest income is not deducted in arriving at 
consolidated net income or other comprehensive income.  Rather, net income and each 
component of other comprehensive income are allocated to the controlling and non-controlling 
interest based on relative ownership interests.  These sections apply to interim and annual 
consolidated financial statements relating to fiscal years beginning on or after January 1, 
2011, and should be adopted concurrently with Section 1582.  Management has determined 
that the adoption of these sections will have no impact on its financial statements. 

 
ii) In January 2009, the CICA issued Handbook Section 1582, “Business Combinations”, which 

replaces Section 1581, “Business Combinations”, and provides the equivalent to International 
Financial Reporting Standards (“IFRS”) 3R, Business Combinations (January 2008).  The new 
section expands the definition of a business subject to an acquisition and establishes 
significant new guidance on the measurement of consideration given, and the recognition and 
measurement of assets acquired and liabilities assumed in a business combination.  The new 
section requires that all business acquisitions be measured at the full fair value of the acquired 
entity at the acquisition date even if the business combination is achieved in stages, or if less 
than 100% of the equity interest in the acquiree is owned at the acquisition date.  

 
The measurement of equity consideration given in a business combination will no longer be 
based on the average of the fair value of the shares a few days before and after the day the 
terms and conditions have been agreed to and the acquisition announced, but rather at the 
acquisition date.  Subsequent changes in the fair value of contingent consideration classified 
as a liability will be recognized in earnings and not as an adjustment to the purchase price.  
Restructuring and other direct costs of a business combination are no longer considered part 
of the acquisition accounting.  Instead, such costs will be expensed as incurred, unless they 
constitute the costs associated with issuing debt or equity securities.   

 
The section applies prospectively to business combinations for which the acquisition date is 
on or after the beginning of the first annual reporting period beginning on or after January 1, 
2011.  Earlier adoption is permitted.  Management has determined that the adoption of this 
section will have no impact on its financial statements. 

 
iii) Canada’s Accounting Standards Board ratified a plan that will result in Canadian GAAP being 

converged with International Financial Reporting Standards (“IFRS”) by 2011.  Management 
has performed a preliminary analysis and highlighted areas where its current Canadian 
accounting practices differ from IFRS; however, the impact on the Company’s financial 
statements has not yet been determined. 

 
o) Comparative Figures 

 
Certain of the prior year’s comparative figures have been reclassified to conform with the current 
year’s presentation. 
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SEDEX MINING CORP. 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED AUGUST 31, 2009 AND AUGUST 31, 2008  
 
3.   DEFERRED MINERAL PROPERTY COSTS 

 

 
 AUGUST 31, 2009 

4(a) 4(b) 4(d) 4(e) 4(f&g) 4(h) 4(i) 4(j) 4(k) 4(l& m) 4(n)  
Irishman    Correlan     Mine   
& Other  Wind  & Flint Lucky  Nabish Nickel Centre &   

Properties Chapleau Bay Turnbull Lake Strike Serpen tine Lake North Elephant  TOTAL 
BC ONT ONT ONT ONT ONT ONT ONT ONT ONT Other 2009 

 

            
Acquisition Costs             
Opening Balance $   44,950 $ 40,086 $ 132,895  $38,600 $    - $ 90,880 $    - $ 49,514    $ 172,900 $144,338 $109,405 $    823,568 

Staking costs                 - - -    - -         500  - - -       4,471 -           4,971 
  Option payments 

 - cash  
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
 

- 
Option payments  
 - shares 

 
- 

 
- 

 
- 

 
- 

 
- 

 
     2,250 

 
- 

 
- 

 
       7,000 

 
      6,500 

 
       1,250 

 
        17,000 

Write down - - - - - - - - -        - -        - 
 
Closing Balance 

 
     44,950 

 
40,086 

 
   132,895 

 
38,600 

 
       - 

 
93,630 

 
       - 

 
  49,514 

 
   179,900 

 
  155,309 

  
   110,655 

 
      845,539 

             
Exploration Costs             
Opening Balance    904,375   96,457      83,632 - - 185,080 -   90,746    680,716   228,741      55,412    2,325,159 

Assay -      1,662        3,525 - - 41,564       5,306     1,497 -       7,040 -           60,594 
Drilling - -      83,460 -    14,580 -        - - -     13,137 -         111,177 
Equipment rental          176         391        9,519 - -    12,520        -        118 -       4,472           840         28,036 
Food, lodging and 
travel 

       
      - 

       
       522 

       
       9,234  

       
      - 

       
       - 

       
   14,781 

       
       - 

     
       - 

       
       2,250 

       
      6,505 

       
          960 

 
        34,252 

Geology & mapping       1,313      3,871      11,708      3,200      3,308  145,851       7,520     2,505         6,941     23,749      13,929       223,895 
Site   administration -         574           325 -           52        200        -        196            638          483           292           2,760 
Write down - - - -     (17,940) -    (12,826) - -        - -          (30,766) 

 
Closing Balance 

 
    905,864 

 
 103,477 

 
   201,403 

 
    3,200 

 
- 

 
399,996 

 
       - 

 
  95,062 

   
   690,545 

 
  284,127 

 
     71,433 

 
   2,755,107 

             
Option Income (596,174) - - -         - - - - -        -        -     (596,174) 
             
Balance, End of Year $ 354,640 $143,563  $334,298 $ 41,800 $      - $493,626 $     - $144,576 $  870,445 $ 439,436 $182,088 $ 3,004,472 
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3.   DEFERRED MINERAL PROPERTY COSTS (Continued)  
 

  AUGUST 31, 2008 
4(a) 4(b) 4(c) 4(d) 4(e) 4(f&g) 4(h) 4(i) 4(j) 4(k) 4(l&m) 4(n)  

Irishman     Correlan     Mine   
& Other   Wind  & Flint Lucky  Nabish Nickel Centre &   

Properties Chapleau Tidd Bay Turnbull Lake Strike Serpentine Lake North Elephant  TOTAL 
BC ONT YK ONT ONT ONT ONT ONT ONT ONT ONT Other 2008 

 

             
Acquisition Costs              
Opening Balance $  51,164 $ 40,086  $ 366,579 $ 93,440  $22,300 $ 53,500 $59,655 $   40,984 $ 34,539    $ 167,500 $     - $   70,387 $1,000,134 

Staking costs                       - -        -      1,955    16,300 -     5,600 -     3,100        5,400     94,838   25,518      152,711 
  Option payments 

 - cash  
       
       - 

 
- 

       
       - 

   
   30,000 

 
- 

    
   10,000 

   
  20,000 

   
     15,000 

 
  10,000 

 
- 

 
    30,000 

 
  10,000 

 
     125,000 

Option 
payments  

 - shares 

 
 

      - 

 
 

- 

 
 
       - 

 
 

    7,500 

 
 

- 

 
 

    2,250 

 
 

    5,625 

 
 
       5,250 

 
 

    1,875 

 
 

- 

 
 
    19,500 

 
 
    3,500 

 
 

         45,500 
Write down      (6,214) -   (366,579) - - (65,750) -     (61,234) - -        -      -       (499,777) 

 
Closing Balance     44,950 

 
40,086 

 
      - 

 
132,895 

 
38,600 

 
 -        

 
90,880 

 
       - 

 
  49,514 

 
   172,900   144,338 

  
109,405 

 
     823,568 

            
Exploration Costs              
Opening Balance   733,232 27,162  1,600,216 4,734 -  144,164 5,475      63,339     1,632 -        -     5,500   2,585,454 

Salary                       - -     44,255 - - - - - - -        -      -          44,255 
Assay        - 5,005     10,160 - -      3,155 3,044        3,824 - -        -      -          25,188 
Drilling  171,266 -     44,625 - -  418,885 -    345,007 -    324,011        -      -     1,303,794 
Equipment rental        - 345     48,362 - -    12,856 -        1,498 - -        -      -          63,061 
Geology & 
mapping 

        
       - 

 
54,907 

 
    77,705 

 
78,898 

 
- 

 
   80,224 

 
175,785 

 
   187,255 

 
  88,714 

    
   356,705 

 
  228,741 

 
  49,912 

 
    1,378,846 

Site   
administration 

 
    1,488 

 
9,038 

 
    81,718 

 
     - 

 
- 

 
     5,109 

 
776 

 
       1,127 

 
       400 

 
- 

       
       - 

     
     - 

 
         99,656 

Write down    (1,611) - (1,907,041) - -   (664,393) -  (602,050) - -        -      -    (3,175,095) 
 
Closing Balance 

 
 904,375 

 
  96,457 

 
       - 

 
  83,632 

 
- 

 
- 

 
185,080 

 
       - 

 
  90,746 

   
   680,716 

 
  228,741 

 
  55,412 

 
   2,325,159 

            
Option Income (596,174) -        - - -         - - - - -        -        -     (596,174) 
           
Balance, End of 

Year 
 

$ 353,151 
 

$136,543 
        
$    - 

 
 $ 216,527 

 
$ 38,600 

         
$      - 

 
$275,960 

 
$     - 

 
$140,260 

 
$ 853,616 

 
$ 373,079 

 
$164,817 

 
$ 2,552,553 
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3. DEFERRED MINERAL PROPERTY COSTS (Continued) 
 

a) Irishman and other BC properties -  The Company had a 100% interest in certain Cranbrook, 
BC mineral claim groups subject to an option to Klondike Gold Corp., a company related by 
common directors, to earn a 50% interest by incurring the required exploration expenditures.  
Once the 50% interest has been earned, a further 10% interest can be earned in each of four 
claim groups by expenditures of a further $250,000 within one year on each claim group, 
completion of a bankable feasibility study, and taking the claims to commercial production.  A 
total 80% interest would be then earned for each claim group. The Company has recorded 
$596,174 in option income in the 1990’s.  Klondike Gold Corp. has spent a total of $1,877,842 in 
exploration expenditures and has earned a 50% interest.  
 

b) Chapleau -  The Company has a 50% working interest in certain Chapleau, Ontario claims 
acquired by paying the acquisition costs of staking or leasing the property plus a 15% 
administration fee to a company with directors in common. The Company will be responsible for 
50% of the costs on an ongoing basis plus a 15% administration fee payable to the operator. As 
at August 31, 2009, the Company has paid $143,563 to the related company for acquisition and 
exploration costs including the 15% administration fee.  

 
c) Tidd -  As of December 2007, the Company has terminated its option on the Tidd Property due to 

poor results and wrote down its deferred mineral property costs.  
 
d) Wind Bay -  Pursuant to an agreement dated May 2006, as amended on December 5, 2008, the 

Company acquired the right to earn a 100% interest in the Wind Bay Property, Ontario, by making 
cash payments totaling $105,000 ($70,000 paid), and issuing 575,000 shares (275,000 issued) 
and only incurring exploration expenditures to keep the property in good standing over a four-year 
period.  There is a 2% net smelter return royalty of which half may be purchased for $1,000,000.  

 
e) Turnbull -  The Company earned a 100% interest in the Turnbull-Godfrey Property, by making 

cash payments of $21,300. There is a 2% net smelter return royalty of which half may be 
purchased for $100,000. 

 
f) Flint Lake -  As of October 16, 2008, the Company terminated its option on the Flint Lake 

Property due to poor results and wrote down its deferred mineral property costs. 
 

g) Corellan Lake -  As of October 16, 2008, the Company terminated its option on the Corellan Lake 
Property due to poor results and wrote down its deferred mineral property costs. 

 
h)  Lucky Strike - Pursuant to an agreement dated May 2006 and amended January 2009, the 

Company acquired the right to earn a 100% interest in the Lucky Strike Property, Ontario, by 
making cash payments totaling 80,000 over a four-year period ($50,000 paid) and issuing 
375,000 shares (300,000 issued) over a four-year period and incurring work expenditures totaling 
$200,000 (completed) over a four-year period. There is a 2% net smelter return royalty of which 
half may be purchased for $1,000,000. 

 
i) Serpentine Nickel -  As of December 19, 2008, the Company terminated its option on the 

Serpentine Nickel Property due to poor results and wrote down its deferred mineral property 
costs. 

        
j) Nabish Lake -  In May 2007, the Company entered into an option agreement, to earn a 100% 

interest in the Nabish Lake Property, Ontario, by making cash payments totaling $91,000 
($16,000  paid) over a four-year period and issuing 100,000 shares (50,000 issued) over a three-
year period. The property is subject to 2% net smelter return royalties, which can be brought 
down to 1% at the Company's election by payment of $1,000,000. 
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3. DEFERRED MINERAL PROPERTY COSTS (Continued) 
 

k)  Nickel North -  In July 2007, and amended on October 20, 2008, the Company entered into an 
option agreement, to earn a 100% interest in the Nickel North Property, Ontario, by making cash 
payments totaling $200,000 ($150,000 paid) and issuing 400,000 shares (300,000 issued) over a 
four-year period. The property is subject to 2.5% net smelter return royalties, which can be 
brought down by 1% at the Company's election by payment of $500,000 and brought down by a 
further 1% by another $500,000 payment.   

 
l) Mine Centre -  In August 2007, renegotiated on October 27, 2008, the Company entered into an 

option agreement, to earn a 100% interest in the Mine Centre Property, Ontario, by making cash 
payments totaling $140,000 ($20,000 paid) and issuing 575,000 shares (175,000 issued) and 
incurring $125,000 in exploration expenses ($92,094 incurred) over a four-year period. The 
property is subject to 2% net smelter return royalties, which can be brought down to 1% at the 
Company's election by payment of $1,000,000. 

 
m) Ramore Elephant Lake -  In August 2007, renegotiated on December 15, 2008, the Company 

entered into two option agreements, to earn a 100% interest in the Ramore Elephant Lake 
Properties, Ontario, by making cash payments totaling $27,500 ($10,000 paid) and issuing 
250,000 shares (150,000 issued) over a three-year period. The property is subject to 2% net 
smelter return royalties, which can be brought down to 1% at the Company's election by payment 
of $1,000,000. 

 
n)   Other Ontario  
 
      In November 2007, the Company staked claims in the Nordica Township.  In April 2008, and 

amended on September 27, 2008, the Company entered into an option agreement, to earn a 
100% interest in Nordica Property, Ontario, by making cash payments totaling $550,000 ($10,000 
paid) and issuing 250,000 shares (100,000 issued) over a three-year period. The property is 
subject to 3% net smelter return royalties, two-thirds (2%) of which may be purchased at any time 
for $1,500,000.  

 
The Company also staked claims named Sothman and Reid in Ontario. 

 
The Company has a 50% interest in the Tannahill claims in the Tannahill Township.  A company 
with common directors holds the remaining 50% and acts as project manager.   

 
 

4. PETROLEUM INTERESTS 
 

The Company holds a 0.0234375% interest in two producing wells located in the state of Kentucky, 
USA. The recorded costs of the wells were fully depleted at August 2001. The Company received 
gross proceeds of $3,446 (2008 - $3,170) during the year ending August 31, 2009, and 
incurred operating expenses of $1,234 (2008 - $908) during the same period. 
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5. SHARE CAPITAL 
 

a) Authorized:  Unlimited number of common shares without par value. 
 

b) Private Placements 
 

Year ended August 31, 2009: 
 
In June 2009, the Company issued 4,500,000 flow-through units at $0.05 per unit for a total of 
$225,000. Each of the units consisted of one flow-through share and one non-flow-through, non-
transferable share purchase warrant entitling the holder to purchase one additional share for a 
period of two years at a price of $0.10 per share.  

 
In October 2008, the Company issued 9,541,663 units (8,749,997 flow-through and 791,666 non-
flow-through) at $0.06 per unit for a total of $572,500.  Each of the units consisted of one share 
and one non-flow-through, non-transferable share purchase warrant entitling the holder to 
purchase one additional share for a period of two years at a price of $0.10 per share.   
 
Year ended August 31, 2008: 
 
In April and June 2008, the Company issued 10,100,000 units (7,221,250 flow-through and 
2,878,750 non-flow-through) at $0.08 per unit.  Each of the units consisted of one share and one 
non-flow-through non-transferable share purchase warrant entitling the holder to purchase one 
additional share for a period of two years at a price of $0.10 per share.   

 
In December 2007 and February 2008, the Company issued 5,800,000 units (3,700,000 flow-
through and 2,100,000 non-flow-through) at $0.10 per unit.  Each of the units consisted of one 
share and one non-flow-through, non-transferable share purchase warrant entitling the holder to 
purchase one additional share for a period of two years at a price of $0.12 per share.   

 
c)   Share Purchase Warrants 

 
Changes in share purchase warrants for the years ended August 31, 2009 and 2008 are 
summarized as follows: 

 NUMBER OF 
 WARRANTS 
  
Balance, August 31, 2007        36,629,996 
  
Issued         15,900,000  
Exercised (210,000) 
Expired (20,689,996) 
 
Balance, August 31, 2008 

  
       31,630,000 

 
Issued        14,041,664  
Expired (15,730,000) 
  
Balance, August 31, 2009        29,941,664 
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5. SHARE CAPITAL  (Continued) 

 
c)   Share Purchase Warrants (Continued) 
 

As at August 31, 2009, the Company had the following share purchase warrants outstanding: 
 

NUMBER OF  EXERCISE  EXPIRY 
WARRANTS  PRICE  DATE 

2,000,000  $ 0.12  December 24, 2009 
3,800,000  $ 0.12  February 11, 2010 
5,650,000  $ 0.10  April 21, 2010 
4,450,000  $ 0.10  June 22, 2010 
7,291,667  $ 0.10  October 21, 2010 
1,416,667  $ 0.10  October 22, 2010 

833,330  $ 0.10  December 3, 2010 
3,500,000  $ 0.10  June 16, 2011 
1,000,000  $ 0.10  June 25, 2011 

29,941,664      
      

 
*On March 2, 2009, the Company re-priced warrants to purchase 5,430,000 shares from $0.30 
per share to $0.07 per share. The fair value for warrant repricing was estimated to be $30,500 at 
the date of change using a Black-Scholes option pricing model with the following assumptions: 
 

 2009 
Average risk-free interest rate 0.6 % 
Expected life – actual remaining life used 0.42 years 
Expected volatility 236 % 
Expected dividends Nil 

 
These warrants expired on August 2, 2009. 

 
As at August 31, 2009, the weighted average remaining contractual life of the share purchase 
warrants was 0.96 years (2008 – 1.06 years) and the weighted average exercise price was $0.10 
(2008 - $0.20). 

 
d) Stock Options 
 

The Company’s stock option plan allows for the issuance of stock options up to 10% of the 
Company’s issued and outstanding common shares at any given time.  The price of any stock 
options granted shall be at least equal to the last closing price for the common shares on the TSX 
Venture Exchange before the date of grant of an option, less any applicable discount under 
Exchange Policies.  
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5. SHARE CAPITAL  (Continued) 

 
d) Stock Options (Continued) 

 
On March 2, 2009 the Company announced the repricing of 5,247,500 stock options with 
exercise dates from July 2011 to November 2012 to $0.10. The Company also granted 1,450,000 
stock options to directors and officers of the Company and 2,195,000 stock options to employees 
and consultants of the Company at $0.10 per share for a five year period.   
 
Changes in stock options for the years ended August 31, 2009 and 2008 are summarized as 
follows: 
 
 NUMBER OF 
 OPTIONS 
  
Balance, August 31, 2007 6,230,000 
  
Granted 1,707,500 
  
Balance, August 31, 2008 7,937,500 
  
Granted  3,645,000 
Expired (495,000) 
Forfeited (932,500) 
  
Balance, August 31, 2009 10,155,000 

 
As at August 31, 2009, the Company had the following stock options outstanding: 

 
NUMBER OF  EXERCISE  EXPIRY 

STOCK OPTIONS  PRICE  DATE 
  2,055,000  $ 0.10  February 27, 2011 
  1,565,000  $ 0.10*  July 6, 2011 
  1,030,000  $ 0.10*  November 3, 2011 
     580,000  $ 0.10*  February 27, 2012 
  1,300,000  $ 0.10*  November 2, 2012 
  3,625,000  $ 0.10*  March 2, 2014 
10,155,000      

 
*On March 2, 2009, the Company re-priced options to $0.10 per share.  
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5. SHARE CAPITAL  (Continued) 

 
d) Stock Options (Continued) 

 
Stock Option Grants - Year ended August 31, 2009: 

 
In March 2009, the Company granted 1,450,000 incentive stock options to directors and officers 
of the Company, and 2,195,000 options to employees and consultants at a price of $0.10 per 
share, exercisable for a period of five years.  
 
During the year ended August 31, 2009, the Company recorded $61,132 in stock based 
compensation for options granted and re-priced, of which $20,445 was attributed to directors and 
officers.  The fair value of each option was estimated on the date of grant using a Black-Scholes 
option pricing model with the following assumptions: 
 

 2009 2009 
 REPRICING GRANT 
   
Average risk-free interest rate 1.2 – 1.6% 1.9% 
Expected life 2.35 – 3.67 years 5 years 
Expected volatility 128-138% 128% 
Expected dividends Nil Nil 

 
As at August 31, 2009, the weighted average remaining contractual life of the options was 2.97 
years (2008 – 2.97 years) and the weighted average exercise price was $0.10 (2008 - $0.15). 

 
Stock Option Grants - Year ended August 31, 2008: 

 
In November 2007, the Company granted 510,000 incentive stock options to directors and 
officers of the Company, and 1,197,500 options to employees and consultants at a price of $0.16 
per share, exercisable for a period of five years. 

 
During the year ended August 31, 2008, the Company recorded $272,000 in stock based 
compensation for options granted, of which $81,242 were attributed to directors and officers. The 
fair value of each option granted during 2008 was estimated on the date of grant using the Black-
Scholes option pricing model with the following assumptions: 
 

 2008 
Risk free interest rate 4.8% 
Expected life 5 years 
Expected volatility 160% 
Expected dividend yield $ Nil 
Fair value of options granted $0.16 

 
 
6.  MANAGEMENT OF CAPITAL 
 

The Company manages capital with the goal to safeguard the Company’s ability to continue as a 
going concern and ensure its ability to further explore and develop its mineral property holdings in 
Canada. The Company includes cash and the components of shareholders’ equity in the definition of 
capital.  
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6.  MANAGEMENT OF CAPITAL (Continued) 
 

The Company manages its capital structure and makes adjustments to it, based on the funds 
available to the Company, in order to support the acquisition, exploration and development of mineral 
properties. The Board of Directors does not establish quantitative return on capital criteria for 
management, but rather relies on the expertise of the Company’s management to sustain future 
development of the business.  

 
To ensure continued operations, the Company depends on external financing to fund its activities. 
The Company defines capital that it manages as share capital, and cash and cash equivalents. In the 
past fiscal year, the Company has completed private placements, which provided sufficient funding 
for the current year’s operational activities.  

 
In the past, the Company has been successful in raising funds through the issuance of share capital. 
It is uncertain, however, how successful the Company will be in raising more funds in the current 
difficult market conditions. The Company currently has insufficient funds for its operational activities 
and will require equity financing, joint ventures or other forms of financing in order to fund continued 
exploration activities, flow-through expenditure obligations, and administrative overhead costs for the 
coming year.  
 
 

7.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
Financial assets and financial liabilities are measured on an ongoing basis at fair value or amortized 
cost. The disclosures in the notes to these financial statements describe how the categories of 
financial instruments are measured and how income and expenses, including fair value gains and 
losses, are recognized.   
 
As at August 31, 2009, the classification of the financial instruments, as well as their carrying values 
and fair values, are shown in the table below: 

 
   

 
HELD FOR 
TRADING 

LOANS AND 
RECEIVABLES/ 

OTHER FINANCIAL 
LIABILITIES 

 
TOTAL 

CARRYING 
VALUE 

 
FAIR VALUE/ 
AMORTIZED 

COST 
Financial assets     

Cash  $ 984 $        - $    984 $ 984 
     

 $         984 $        - $    984 $        984 
Financial liabilities     

Accounts payable and accrued 
liabilities 

 
$        - 

 
$   (723,509) 

 
$   (723,509) 

 
$   (723,509) 

Due to related parties           -      (498,456)      (498,456)      (498,456) 
Part XII.6 tax payable           -        (59,244)        (59,244)        (59,244) 

 $        - $(1,281,209) $(1,281,209) $(1,281,209) 
 

The Company has determined the estimated fair values of its financial instruments based on 
appropriate valuation methodologies; however, considerable judgement is required to develop certain 
of these estimates.  The estimated fair value amounts can be materially affected by the use of 
different assumptions or methodologies.   
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7.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (Continued) 
 

The Company is exposed to potential loss from various risks including commodity price risk, interest 
rate risk, currency risk, credit risk and liquidity risk. Based on the Company’s operations, commodity 
price and liquidity risk are considered the most significant. 
 
a)   Commodity Price Risk 

 
The Company’s ability to raise capital to fund exploration or development activities is subject to 
risk associated with fluctuations in the market prices of base and precious metals including gold, 
silver, zinc and lead, and the outlook for these metals. The Company does not have any hedging 
or other derivative contracts respecting its operations. 

 
Market prices for metals historically have fluctuated widely and are affected by numerous factors 
outside of the Company’s control, including, but not limited to, levels of worldwide production, 
short-term changes in supply and demand, industrial and retail demand, central bank lending, 
and forward sales by producers and speculators.  The Company has elected not to actively 
manage its commodity price risk, as the nature of the Company’s business is in exploration.  

 
b)   Liquidity Risk 

 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they 
come due. The Company manages its liquidity risk through careful management of its financial 
obligations in relation to its cash position. Using budgeting processes, the Company manages its 
liquidity requirements based on expected cash flow to ensure there are adequate funds to meet 
the short term obligations during the year. 

 
During the past year, the Company has been able to maintain its liquidity position through private 
placements. However, the difficult market conditions make it uncertain whether the Company can 
continue to raise adequate funds to meet its financial obligations. 
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8. RELATED PARTY TRANSACTIONS 
 

Related party transactions were in the normal course of operations and were measured at the 
exchange amount, which is the amount of consideration established and agreed to by the related 
parties. In addition to the related party transactions reported in the mineral property costs and share 
capital notes, the Company had the following related party transactions during the year ended August 
31, 2009: 

 
a) A private company controlled by a director charged $558,440 (2008 - $547,222) in respect of 

office administration. The charges were made under an annual renewable agreement for services 
and cost recovery.  The agreement can be terminated by either party with 30 days notice.  The 
services to the Company included supervision and administration of the financial requirements of 
the Company’s business; producing quarterly accounts in accordance with public reporting 
requirements; communicating with various regulatory authorities in order to ensure compliance 
with all applicable laws; assisting in the preparation of news releases, professional analysis and 
planning of exploration programs, promotional materials and other documents required to be 
disseminated to the public and responding to any requests for information or questions which 
may be posed by the public; providing access to secretarial services and legal consultation; 
providing office space, office furniture, boardroom facilities, access to photocopier, fax and such 
other amenities normally associated with office needs; and providing such other additional 
instructions and directions as required. 

 
b) Consulting fees totaling $86,593 (2008 - $158,400) were paid to the directors and officers of the 

Company.  
 

c) The Company owed certain companies related by directors in common $498,456 (2008 - 
$403,281) for project costs, administrative fees and a loan. At August 31, 2009, the Company 
also had due from a company with common directors in the amount of $38,710 (2008 - $38,710).  
All amounts due from/to related parties are non-interest bearing, unsecured and have no fixed 
terms of repayment. 
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9. INCOME TAXES 
 

The Company’s provision for income taxes for the years ended August 31, 2009 and 2008 differs 
from the amounts computed by applying the statutory income tax rates to the loss before income 
taxes as a result of the following: 
 
 2009 2008 
     
Statutory combined federal and provincial rate  30%  32% 
     
Computed recovery of income taxes at statutory rate $ (337,000) $ (1,555,000) 
Non-deductible expenses  18,000         87,000  
Effect of change in tax rate for future income tax assets  160,000    298,000     
Tax benefits not recognized   259,000   840,080        
     
Income tax expense (recovery) $ 100,000 $ (329,920) 

 
Details of future income taxes: 
 2008 2008 
     
Exploration resource deductions net of renounced amounts $  1,455,000 $  1,872,000 
Non-capital losses carried forward       885,000        747,000  
Share issue costs  36,000         45,000   
Valuation allowance  (2,376,000)  (2,664,000) 
     
Net future income tax asset (liability) $ -         $ - 

 
Losses that reduce future income for tax purposes expire as follows: 

 
2010 $ 7,000 
2014  130,000 
2015  108,000 
2026  354,000 
2027  889,000 
2028  966,000 
2029  1,085,000 
   
 $   3,539,000 

 
The Company has exploration resource deductions carried forward of approximately $8,817,000 
(2008 - $8,789,000) for the reduction of future income taxes and can be carried forward indefinitely 
to reduce taxable income of future years.  
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9. INCOME TAXES (Continued) 

 
The Company is permitted, under Canadian income tax legislation, to renounce flow-through related 
resource expenditures to investors in advance of the Company incurring the expenditure.  In 
accordance with this legislation, the Company has twelve months following the effective date of 
renunciation to incur the expenditures.  The Company begins incurring interest charges for unspent 
funds after one month and fees for unspent funds at the end of the calendar year following the 
effective date of renunciation, and until such times as funds are fully expended.   
 
During fiscal 2008, the Company filed for flow-through share renunciations totaling $1,031,000 and 
recorded a future income tax recovery of $329,290. 
 
During fiscal 2009, the Company reversed renounced flow-through share exploration expenditures of 
$312,070 and recorded $100,000 as a reversal of future income taxes recovered.  The Company 
also recorded in accounts payable and accrued liabilities, a $240,348 investor liability in relation to 
the unspent flow-through expenditures, interest and penalties.  The Company incurred Part XII.6 tax 
expense of $36,786 (2008 - $46,193) on the monthly unspent balance of flow-through funds. 
 
As at August 31, 2009, a total of $1,040,612 expenditures remained to be spent pursuant to the flow-
through share agreements with the following breakdown: 
 

 AMOUNT  
 OUTSTANDING 
  
October 2009  $ 63,612* 
February 2010   265,000 
May 2010   312,000 
September 2010   125,000 
April 2011   225,000 
August 2011   50,000 
  
Total Outstanding  $ 1,040,612 

 
*Subsequent to the year end, the Company spent and renounced the $63,612 due in October 2009. 

 
 

10.   SUBSEQUENT EVENTS 
 

a)  On September 23, 2009, the Company completed a private placement for up to 10,000,000 units 
for total proceeds of up to $400,000.  The financing will consist of flow-through units priced at 
$0.04 per unit and non-flow-through units priced at $0.025 per unit.  Each of the units will consist 
of one flow- through or non-flow-through common share and one non-flow-through, non-
transferable share purchase warrant entitling the holder to purchase one additional common 
share for five years at a price of $0.05 per share in the first year and $0.10 per share for the 
remaining four years.  In accordance with Exchange policies, finders' fees may be paid on the 
funds raised.  
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10.   SUBSEQUENT EVENTS (Continued) 
 

b)  On September 23, 2009, the Company announced, subject to regulatory approval, the acquisition 
of a 100% interest in the Godfrey property consisting of eight units located in Godfrey Township, 
Porcupine Mining Division, near West Timmins Mining. Consideration for the property consists of 
$35,000 and 200,000 shares, all payable over three years.  There is a 2% net smelter return 
payable, 1% of which may be purchased for $1,000,000. 

 
c)  On November 24, 2009, the Company announced a private placement for up to 20,000,000 units 

for total proceeds of up to $1,000,000.  The financing will consist of flow-through units and non-
flow-through units priced at $0.05 per unit.  Each of the units will consist of one flow-through or 
non-flow-through common share and one non-flow-through, non-transferable share purchase 
warrant entitling the holder to purchase one additional common share for four years at a price of 
$0.10 per share in the first two years, $0.15 per share in the third year, and $0.20 per share in the 
fourth year.  In accordance with Exchange policies, finders' fees may be paid on the funds raised. 
The private placement is subject to regulatory approval. 

 
d)  On November 24, 2009, the Company announced, subject to regulatory approval, the acquisition 

of a 100% interest in the Reeves property consisting of one claim of five units located in Reeves 
Township, Porcupine Mining Division. The Reeves property is accessible by road and is 
approximately 65 km southwest of Timmins, Ontario. Consideration for the property consists of 
$25,000 and 100,000 shares, all payable over three years.  There is a 3% net smelter return 
payable, 1% of which may be purchased for $1,000,000. 

 
 
        


