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VMS VENTURES INC.

INTERIM BALANCE SHEETS
As at November 30, 2008

(Unaudited - Prepared by Management)
(Stated in Canadian Dollars) 

November 30 August 31,
2008 2008

   
CURRENT
    Cash and cash equivalents 5,020,599$          7,478,469$         
    Short-term investments (Note 6) 9,714,312            9,682,297           

    Prepaid expenses and deposits 29,279                  25,711                 

    Amounts receivable (Note 7) 677,346                584,284               

15,441,536          17,770,761         

Due from related party (Note 10) 22,856                  6,412                   
Exploration advances 20,731                  48,048                 

Mineral property costs (Note 8) 17,370,492          16,167,470         

Equipment (Note 9) 44,861                  45,070                 

32,900,476$        34,037,761$       

CURRENT

    Accounts payable and accrued liabilities 175,475$             1,727,420$         

Future income tax liability 2,673,946            2,469,000           
2,849,421            4,196,420           

SHARE  CAPITAL (Note 11) 30,363,038          29,926,450         
CONTRIBUTED SURPLUS (Note 11) 5,962,180            5,755,499           

DEFICIT (6,274,163)           (5,840,608)          

30,051,055          29,841,341         

32,900,476$        34,037,761$       

Nature of Operations Note 1

APPROVED  BY  THE  DIRECTORS:

(An Exploration Stage Company)

ASSETS

LIABILITIES

SHAREHOLDERS'  EQUITY

 
 

_______________________, Director ___________________________, Director 
Rick Mark Evan Sleeman 

   



 

 

2008 2007

GENERAL AND ADMINISTRATIVE EXPENSES

   Amortization 6,169$              636$              

   Consulting fees 14,900              9,829            

   Interest, foreign exchange and bank charges 4,035                 1,370            

   Professional fees 25,595              47,598          

   Property investigation costs -                         5,250            

   Management fees 33,450              21,300          

   Marketing and corporate communications 13,699              12,030          

   Office and miscellaneous 26,134              28,509          

   Rent 2,640                 1,730            

   Salaries and benefits 26,675              5,100            

   Shareholder communication 32,285              63,223          

   Stock-based compensation 97,140              -                     

   Telephone, internet and facsimile 4,469                 3,237            

   Transfer agent and regulatory fees 21,373              31,065          

   Travel and promotion 11,709              12,754          
 
LOSS BEFORE OTHER ITEMS 320,273            243,631        

OTHER INCOME (EXPENSES)

   Interest and other income 91,664              46,037          

  Write-off resource property expenditures -                         -                     
91,664              46,037          

LOSS BEFORE INCOME TAXES 228,609            197,594        

   Future income taxes recovery (expense) (204,946)           -                     

NET LOSS FOR THE PERIOD 433,555            197,594        

Deficit, beginning of period 5,840,608         3,880,453     

Deficit, end of the period 6,274,163$       4,078,047$  

Basic and diluted loss per share 0.00$                 0.00$            

WEIGHTED  AVERAGE  NUMBER  OF  SHARES 108,838,394    82,329,407  

NOVEMBER 30,

VMS VENTURES INC.
(An Exploration Stage Company)

INTERIM STATEMENTS OF LOSS, COMPREHENSIVE LOSS AND DEFICIT
For the three months ended November 30, 2008

(Unaudited - Prepared by Management)
(Stated in Canadian Dollars) 



 

 

2008 2007
OPERATING  ACTIVITIES
   Net loss for the period (433,555)$         (197,594)$      
 

Adjustments for item not affecting cash:

   Amortization 6,169                 636                 

   Stock-base compensation 97,140              -                       

   Future income tax recovery 204,946            -                       

 (125,300)           (196,958)        

Net changes in non-cash working capital items:

   Amounts receivable (93,062)             (83,376)           

   Prepaid expenses and deposits (3,568)               -                       

   Accounts payable and accrued liabilities (1,551,945)        121,775          

(1,773,875)        (158,559)        

FINANCING ACTIVITIES
   Issuance of common shares for cash 376,588            3,328,501      
   Share issue costs -                         (97,800)           

376,588            3,230,701      

INVESTING ACTIVITIES
  Expenditures on mineral property (1,033,481)        (398,477)        
  Refundable deposits -                         (251,945)        
  Due from related party (16,444)             14,958            
  Exploration advances 27,317              (3,378)             
  Purchase of short-term investments 4,560,000         -                       
  Proceeds from redemption of short-term investments (4,592,015)        -                       
  Purchase of equipment (5,960)               -                       

(1,060,583)        (638,842)        

INCREASE/ (DECREASE)  IN  CASH (2,457,870)        2,433,300      

Cash and cash equivalents - beginning of period 7,478,469         301,267          

CASH  -  END  OF  PERIOD 5,020,599$       2,734,567$    

Supplemental disclosure of cash flow information:

  Cash paid for:
     Interest -$                   -$                

     Income taxes -$                   -$                

Supplemental cash flow information - Note 14

(An Exploration Stage Company)
VMS VENTURES INC.

For The Three Months Ended November 30, 2008
(Unaudited - Prepared by Management)

(Stated in Canadian Dollars) 
November 30,

INTERIM STATEMENTS OF CASH FLOWS

 



 

 

CONTRIBUTED

TOTAL 

SHAREHOLDERS'S

SHARES AMOUNT SURPLUS (DEFICIT) EQUITY

Balance - Balance August 31, 2007 72,079,998           10,803,566$     1,303,148$     (3,880,453)$         8,226,261$          

  Private placement 13,000,000           19,500,000       -                       -                             19,500,000          

  Exercise warrants for cash 18,505,747           3,476,830         (89,552)           -                             3,387,278             

  Exercise options for cash 3,637,000             1,194,646         (604,106)         -                             590,540                

  Shares issued for mineral properties - non-cash 715,000                 601,050            -                       -                             601,050                

  Commitment to issue shares private placement 320,000                 -                          -                       -                             

  Share issuance costs -                              (2,399,442)        1,078,958       -                             (1,320,484)           

  Share subscriptions -                              85,800               -                       -                             85,800                  

   Flow-through share renunciation -                              (3,336,000)        -                       -                             (3,336,000)           

   Stock-based compensation -                              -                          4,067,051       -                             4,067,051             

   Net loss for the period -                              -                          -                       (1,960,155)           (1,960,155)           

Balance - August 31, 2008 108,257,745         29,926,450$     5,755,499$     (5,840,608)$         29,841,341$        

  Exercise warrants for cash 1,882,937             376,588            -                       -                             376,588                

  Shares issued for mineral properties - non-cash 150,000                 60,000               -                       -                             60,000                  

   Stock-based compensation -                              -                          206,681          -                             206,681                

   Net loss for the period -                              -                          -                       (433,555)               (433,555)               

Balance - November 30, 2008 110,290,682         30,363,038$     5,962,180$     (6,274,163)$         30,051,055$        

SHARE CAPITAL

VMS VENTURES INC.
(An Exploration Stage Company)

INTERIM STATEMENT OF SHAREHOLDERS' EQUITY
For The Three Months Ended November 30, 2008

(Unaudited - Prepared by Management)
(Stated in Canadian Dollars) 



 

 

VMS VENTURES INC.

FOR THE THREE MONTHS ENDED NOVEMBER 30, 2008

SCHEDULE OF MINERAL PROPERTY COSTS
Period Ended: 

November 30, 

2008

Year Ended: 

August 31, 2008

 Reed Lake Copperman Sails Lake Puella Bay HudBay

Motherwell 

Lake U Lynn Gabbros South Bay Mort Eden Lake Others Total Total

Acquisition

  Balance, August 31, 2008 273,750$            166,500$       72,500$           12,500$           15,000$            8,700$           319,250$       330,200$              25,000$          286,500$        30,000$             1,539,900$           668,850$             

     Acquisition costs - cash -                            -                      -                        -                        -                         -                      90,000                  -                       -                       30,000               120,000                 270,000               

     Acquisition costs - Options -                            -                      -                        -                        -                         -                      -                             60,000            -                       -                          60,000                   601,050               

  Balance, August 31, 2008 273,750               166,500         72,500             12,500             15,000               8,700              319,250         420,200                85,000            286,500          60,000               1,719,900             1,539,900            

Expenditures (recoveries)

  Balance, August 31, 2008 7,401,717           806,217         485,428           385,874           252,931            71,348           692,148         1,068,099            1,245              673,500          2,789,063         14,627,570           2,930,686            

     Assay and sampling 49,416                 17,796           1,943               -                        (1,269)               -                      -                      7,466                    -                       -                       3,315                 78,667                   412,224               

     Administration 17                         -                      -                        -                        -                         -                      13                   13                          -                       -                       -                          42                           -                            

     Automobile costs 15,147                 1,541              139                   1,043               -                         -                      20                   1,982                    -                       -                       1,748                 21,620                   92,517                 

     Camp costs 37,414                 -                      -                        -                        -                         -                      -                      -                             -                       -                       -                          37,414                   133,883               

     Claim costs 36                         -                      -                        -                        -                         -                      26                   -                             78                    -                       -                          140                        3,280                   

     Consulting services 193,491               8,871              9,228               30,946             -                         -                      4,885              12,301                  670                  40                    33,457               293,889                 836,022               

     Drilling 191,503               -                      -                        -                        -                         -                      -                      -                             -                       -                       -                          191,503                 4,270,162            

     Equipment and supplies 49,807                 2,647              906                   4,848               -                         -                      144                 420                        -                       -                       992                     59,764                   84,107                 

     Equipment rental 6,800                   -                      -                        -                        -                         -                      -                      -                             -                       -                       -                          6,800                     76,383                 

     Geological -                            -                      -                        -                        -                         -                      -                      -                             -                       -                       -                          -                              200,178               

     Licenses, permits, taxes -                            -                      -                        -                        -                         -                      -                      -                             -                       -                       -                          -                              386,426               

     Linecutting -                            -                      -                        -                        -                         -                      -                      -                             -                       -                       -                          -                              28,614                 

     Printing & shipping 5,304                   -                      -                        -                        -                         -                      -                      -                             -                       -                       647                     5,951                     4,483                   

     Rent 3,507                   397                 -                        1,100               -                         -                      -                      -                             -                       -                       1,100                 6,104                     24,299                 

     Staking costs 1,400                   -                      -                        9,100               -                         -                      -                      -                             -                       -                       -                          10,500                   83,863                 

     Survey costs 165,034               553                 -                        14,073             -                         -                      14,862           14,862                  -                       -                       23,644               233,029                 3,423,335            

     Stock-base compensation 83,038                 -                      11,269             5,425               -                         -                      672                 2,687                    -                       -                       6,450                 109,541                 1,692,320            

     Telephone 506                      -                      -                        -                        -                         -                      -                      -                             -                       -                       -                          506                        986                       

     Travel and transportation 3,765                   38                   -                        578                   -                         -                      123                 823                        -                       -                       816                     6,143                     43,155                 

     Recoveries -                            -                      -                        -                        -                         -                      (38,517)          (72)                        -                       -                       -                          (38,589)                 (99,353)                

806,183               31,844           23,484             67,114             (1,269)               -                      (17,772)          40,481                  748                  40                    72,169               1,023,022             11,696,884         

  Balance, November 30, 2008 8,207,900           838,061         508,912           452,988           251,662            71,348           674,376         1,108,580            1,993              673,540          2,861,232         15,650,592           14,627,570         

Total, Balance November 30, 2008 8,481,650$         1,004,561$    581,412$         465,488$         266,662$          80,048$         993,626$       1,528,780$          86,993$          960,040$        2,921,232$       17,370,492$         16,167,470$       



VMS Ventures Inc. 
(An exploration stage company) 
Notes to the Interim Financial Statements 
For the three months ended November 30, 2008 
 
 
1. NATURE OF OPERATIONS  
 

VMS Ventures Inc. (the “Company”) was incorporated under the Company Act of British Columbia on August 8, 

1996.  The Company is a public company listed on the Toronto Stock Venture Exchange (the “TSX.V”).  During the 

fiscal year 2007, the Company changed its name from Rare Earth Metals Corp. to VMS Ventures Inc. and on 

January 18, 2007 commenced trading on the TSX.V under the “VMS” symbol. 

The Company’s principal business activity is the exploration and development of mineral properties in Canada.  

The Company has not yet determined whether these properties contain ore reserves that are economically 

recoverable.  

The recoverability of amounts shown for mineral property costs is dependent upon a number of factors 
including environmental risk, legal and political risk, the existence of economically recoverable mineral reserves, 
confirmation of the Company’s interests in the underlying mineral claims, the ability of the Company to obtain 
necessary financing to complete exploration and development, and to attain sufficient net cash flow from future 
profitable production or disposition proceeds. 

  
2. BASIS OF PRESENTATION  
 

The unaudited interim financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles on a basis consistent with those followed in the Company’s most recent annual financial 
statements for the year ended August 31, 2008, except as described in note 3. 
 
These interim financial statements do not include all note disclosures required by Canadian generally accepted 
accounting principles for annual financial statements, and therefore should be read in conjunction with the 
annual financial statements for the year ended August 31, 2008. In the opinion of management, all adjustments 
considered necessary for fair presentation of the Company’s financial position, results of operations and cash 
flows have been included. Operating results for the three-month period ended November 30, 2008 are not 
necessarily indicative of the results that may be expected for the year ending August 31, 2009.  
 
Certain amounts in prior periods have been reclassified to conform to the current period presentation.    



VMS Ventures Inc. 
(An exploration stage company) 
Notes to the Interim Financial Statements 
For the three months ended November 30, 2008 
  
3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

a) Financial Instruments 
 
 The Company’s financial instruments comprised cash and cash equivalents, short-term investments, 
amounts receivable, deposits, due from related parties, exploration advances, and accounts payable and 
accrued liabilities.  
 
Effective September 1, 2007, the Company classified its cash and cash equivalents and short-term 
investments as held-for-trading, which are measured at fair value with changes in fair value recognized in 
earnings. Accounts receivable, amounts due from related parties and deposits are classified as loans and 
receivables, which are measured at amortized cost.  Accounts payable, accrued liabilities and amounts due 
to related parties are classified as other financial liabilities and are measured at amortized cost. 

 
b) Cash and Cash Equivalents 

  
Cash includes cash on hand, cash held in trust and demand deposits. Cash equivalents include 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 3 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. 
 

c) Impairment of Long-Lived Assets 
 
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 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 is written down to the 
estimated recoverable amount. No impairment was identified at November 30, 2008 
. 

d) 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 consultants 
that vest over time are valued at each vesting date. 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.   



VMS Ventures Inc. 
(An exploration stage company) 
Notes to the Interim Financial Statements 
For the three months ended November 30, 2008 

 
3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (continued) 
 

e) Earnings (Loss) Per Common Share 
 
Earnings (loss) per share are calculated based on the weighted average number of common shares issued 
and outstanding during the reporting period.  In periods when the Company reports a net loss, the effect of 
potential issuances of shares under options and warrants would be anti-dilutive and, therefore, basic and 
diluted losses per share are the same. 
 

f) Changes in Accounting Policies 
 
i) Financial Instruments and Comprehensive Income 

  
On September 1, 2007, the Company adopted the CICA Handbook Section 1530, Comprehensive Income, 
Section 3251, Equity, Section 3855, Financial Instruments - Recognition and Measurement, Section 3861, 
Financial Instruments - Disclosure and Presentation, and Section 3865, Hedges. These new accounting 
standards, which apply to fiscal years beginning on or after October 1, 2006, provide comprehensive 
requirements for the recognition and measurement of financial instruments, as well as standards on 
when and how hedge accounting may be applied.  
 
Under the new standards, policies followed for periods prior to the effective date generally are not 

reversed.  The adoption of these handbook sections had no impact on the Company’s opening deficit. 

Section 1530 establishes standards for reporting and presenting comprehensive income or loss, which is 
defined as the change in equity from transactions and other events from sources other than the 
Company’s shareholders. Other comprehensive income or loss refers to items recognized in 
comprehensive income or loss that are excluded from net income calculated in accordance with 
generally accepted accounting principles such as unrealized gains or losses on available-for-sale 
investments. Amounts initially recorded to other comprehensive income or loss is reclassified to earnings 
when the financial instrument is derecognized or impaired.  
 

Under the new standards, financial instruments are classified as one of the following: loans and 

receivables, held-to-maturity, held-for-trading, available-for-sale and other financial liabilities. Financial 

instruments will be measured on the balance sheet at amortized cost or fair value depending on the 

classification. Loans and receivables, held-to-maturity and other financial liabilities are accounted for at 

amortized cost. Held-for-trading and available-for-sale financial instruments are recorded at fair value on 

the balance sheet. Changes in fair value of held-for-trading financial instruments are recognized in 

earnings while changes in fair value of available-for sale financial instruments are initially recorded in 

other comprehensive income or loss until the financial instrument is derecognized or impaired at which 

time the amounts are recorded in net income or loss. 

The Company has not previously undertaken hedging activities and thus the adoption of this section has 
no impact on the financial statements. 

 



VMS Ventures Inc. 
(An exploration stage company) 
Notes to the Interim Financial Statements 
For the three months ended November 30, 2008 
 

3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (continued) 

f) Changes in Accounting Policies (continued) 
 

i)  Financial Instruments and Comprehensive Income (Continued) 

Effective for interim and annual periods relating to fiscal years beginning on or after October 1, 2007, 
disclosures about the nature and extent of risks arising from financial instruments and how the 
Company manages those risks is required. The Company has early adopted this standard and has 
included the recommended disclosures in the Financial Instruments Risk Factors note to these financial 
statements. 
 

ii) Accounting Changes 
  

Effective September 1, 2007, the Company implemented the new CICA accounting section 1506 
(Accounting Changes). Under these new recommendations, voluntary changes in accounting policy are 
permitted only when they result in the financial statements providing reliable and more relevant 
information. This section requires changes in accounting policy to be applied retrospectively unless 
doing so is impracticable, requires prior period errors to be corrected retrospectively and requires 
enhanced disclosures about the effects of changes in accounting policies, estimates and errors on the 
financial statements. These recommendations also require the disclosure of new primary sources of 
generally accepted accounting principles that have been issued but not yet effective. The impact that 
the adoption of this section will have on the Company’s financial statements will depend on the nature 
of future accounting changes and the required additional disclosure on Recent Accounting 
Pronouncements.  
 

iii) Section 1535 -  Capital Disclosures 
  

This standard requires disclosure of an entity's objectives, policies and processes for managing capital, 
quantitative data about what the entity regards as capital and whether the entity has complied with 
any capital requirements and, if it has not complied, the consequences of such noncompliance. This 
standard is effective for the Company for interim and annual periods relating to fiscal years beginning 
on or after October 1, 2007. The Company has early adopted this standard and has included the 
recommended disclosures in the Capital Management note to these financial statements. 
 

iv) Amendments to Section 1400 – Going Concern 
 

CICA 1400, General Standards of Financial Statement Presentation, was amended to include 
requirements to assess and disclose an entity's ability to continue as a going concern. The new 
standards are effective for fiscal years on or after January 1, 2008. The Company is currently evaluating 
the impact of the new standards.  
 

g) Future Changes in Accounting Policies 
 
i) Goodwill and Intangible Assets 

CICA handbook section 3064, “Goodwill and intangible assets”, establishes revised standards for 
recognition, measurement, presentation and disclosure of goodwill and intangible assets by profit-
oriented enterprises.  The effective date of this new standard applies to fiscal years beginning January 
1, 2009.  The Company is currently evaluating and determining the impact of the adoption of these 
changes on the disclosure in the financial statements. 
 

 



VMS Ventures Inc. 
(An exploration stage company) 
Notes to the Interim Financial Statements 
For the three months ended November 30, 2008 

 
3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (continued) 

g) Future Changes in Accounting Policies (continued) 
 

ii)  International Financial Reporting Standards (“IFRS”) 
 

In 2006, the Canadian Accounting Standards Board (“AcSB”) published a new strategic plan that will 
significantly affect financial reporting requirements for Canadian companies.  The AcSB strategic plan 
outlines the convergence of Canadian GAAP with IFRS over an expected five year transitional period.  
In February 2008 the AcSB announced that 2011 is the changeover date for publicly-listed companies 
to use IFRS, replacing Canada's own GAAP.  The date is for interim and annual financial statements 
relating to fiscal years beginning on or after January 1, 2011.  The transition date of January 1, 2011 
will require the restatement for comparative purposes of amounts reported by the Company for the 
year ending September 30, 2011.  While the Company has begun assessing the adoption of IFRS for 
2011, the financial reporting impact of the transition to IFRS cannot be reasonably estimated at this 
time.  

 
4. CAPITAL MANAGEMENT 
 

When managing capital, the Company’s objective is to ensure the entity continues as a going concern as well as 

to maintain optimal returns to shareholders and benefits for other stakeholders.  Management adjusts the 

capital structure as necessary in order to support the acquisition and exploration 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 team to manage its capital. 

The properties in which the Company currently has an interest are in the exploration stage.  As such, the 

Company is dependent on external financing to fund its activities.  In order to carry out the planned exploration 

and pay for administrative costs, the Company will spend its existing working capital and raise additional 

amounts as needed.  The Company will continue to assess new properties and seek to acquire an interest in 

additional properties if it feels there is sufficient geologic or economic potential and if it has adequate financial 

resources to do so. 

Management considers its approach to capital management approach to be appropriate given the relative size 

of the Company.  There were no changes in the Company’s approach to capital management during the period. 

5. FINANCIAL INSTRUMENT RISK FACTORS 

Risk management is carried out by the Company’s management team with guidance from the Board of 

Directors.  The Company's risk exposures and their impact on the Company's financial instruments are 

summarized below: 

a) Credit Risk 
 

The Company’s credit risk is primarily attributable to cash and cash equivalents, short-term investments 

and amounts receivable.  Cash and cash equivalents, and short-term investments are held with one 

reputable Canadian chartered bank which is closely monitored by management.  Financial instruments 

included in amounts receivable consist primarily of GST recoverable from the Canadian government.  

Management believes that the credit risk concentration with respect to financial instruments included in 

cash and cash equivalents, short-term investments and amounts receivable is minimal. 

 



VMS Ventures Inc. 
(An exploration stage company) 
Notes to the Interim Financial Statements 
For the three months ended November 30, 2008 

 

5. FINANCIAL INSTRUMENT RISK FACTORS (Continued) 

b) Liquidity Risk 
 

The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet 
liabilities when due.  As at November 30, 2008, the Company held cash and cash equivalents of 
$5,020,599 (Aug 31, 2008 - $7,478,469), and short-term investments of $9,714,312 (Aug 31, 2008 - 
$9,682,297) and had current liabilities of $175,478 (Aug 31, 2008 - $1,727,420).  All of the Company’s 
liabilities have contractual maturities of less than 30 days and are subject to normal trade terms.   

c) Market Risk 
 

i) Interest Rate Risk 
 

The Company had cash balances and short-term investments, and no interest bearing debt.  The 

Company’s current policy is to invest excess cash in investment-grade short-term deposit certificates 

issued by its banking institutions.  The Company periodically monitors the investments it makes and 

is satisfied with the creditworthiness of its banks.  As of November 30, 2008, the Company had non- 

interest bearing accounts with one Canadian chartered bank. 

ii) Foreign Currency Risk 
 

The Company’s functional and reporting currency is the Canadian dollar and major purchases are 

transacted in Canadian dollars.  As a result, the Company’s exposure to foreign currency risk is 

minimal. 

iii) Price Risk 
 

The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is 

defined as the potential adverse impact on the Company's earnings due to movements in individual 

equity prices or general movements in the level of the stock market. Commodity price risk is defined 

as the potential adverse impact on earnings and economic value due to commodity price movements 

and volatilities. The Company closely monitors commodity prices of precious metals, individual equity 

movements, and the stock market to determine the appropriate course of action to be taken by the 

Company. 

Sensitivity Analysis 

The Company has designated, for accounting purposes, its cash and cash equivalents, and short-term 

investments as held-for-trading, which is measured at fair value.  Amounts receivable are classified for 

accounting purposes as loans and receivables, which are measured at amortized cost, and are equal to 

fair value.  Accounts payable and accrued liabilities are classified for accounting purposes as other 

financial liabilities, which are measured at amortized cost, and are also equal to fair value. 

As of November 30, 2008, both the carrying and fair value amounts of the Company’s financial 

instruments were approximately equivalent. 

 

 



VMS Ventures Inc. 
(An exploration stage company) 
Notes to the Interim Financial Statements 
For the three months ended November 30, 2008 

 

5. FINANCIAL INSTRUMENT RISK FACTORS (Continued) 

c) Market Risk (Continued) 
 

Sensitivity Analysis (Continued) 

Based on management’s knowledge and experience of the financial markets, the Company believes the 

following movements are “reasonably possible” over a 12 month period: 

 Interest rate risk is remote since the Company has only fixed rate, fixed term securities; 
 

 The Company does not hold balances in foreign currencies to give rise to exposure to foreign 
exchange risk. 
 

 Commodity price risk could adversely affect the Company in the future.  In particular, the Company’s 
future profitability and viability from mineral exploration depends upon the world market price of 
valuable minerals.  Commodity prices have fluctuated significantly in recent years.  There is no 
assurance that, even as commercial quantities of valuable minerals may be produced in the future, a 
profitable market will exist for them.  As of November 30, 2008, the Company was not a producer of 
valuable minerals.  As a result, commodity price risk may affect the completion of future equity 
transactions such as equity offerings, and the exercise of stock options and warrants. 
 

 This may also affect the Company’s liquidity and its ability to meet its ongoing obligations. 
 

6. SHORT-TERM INVESTMENTS  
 

Short-term investments are comprised of highly liquid Canadian dollar denominated bankers acceptances, 
guaranteed investment certificates and bonds with terms to maturity of greater than 90 days, but no more than 
one year, and effective interest rates of 2.65% to 3.25%.  
 

7. AMOUNTS RECEIVABLE 
 
 Amounts receivable as at November 30, 2008 were comprised of: 
 

 For the period ended:  For the year ended: 

November 30, 2008 August 31, 2008

GST receivable 562,093$                                  516,901$                         

Interest receivable 93,870                                       52,383                             

Other receivable 21,383                                       15,000                             

677,346$                                  584,284$                         

 
 
8. MINERAL PROPERTY COSTS  
 

For a continuity of the Company’s mineral properties and deferred exploration expenditures refer to the 
Schedule of Mineral Property Costs.  

  
a) Reed Lake Property  

 
On October 13, 2006 the Company entered into a Letter Of Intent to option the Reed Lake Copper-Zinc 
property. The property is located 50 kilometers southwest of the mining community of Snow Lake, 
Manitoba, and is situated within the southern part of the Flin Flon-Snow Lake greenstone belt.  
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8. MINERAL PROPERTY COSTS  (Continued) 

 
a) Reed Lake Property (cont’d) 
 

The property consists of a contiguous claim block covering 1,014 hectares in six claims. The Letter Of Intent 
outlines terms for an option agreement whereby the Company would earn a 50% ownership in the claims 
through fulfillment of a schedule of property payments totaling $35,000, share issuances totaling 50,000 
which 25,000 are issued and expenditures of $100,000 over a two-year period ending May 1, 2007. This 
interest may be increased to 65% following expenditures on the property of $300,000 within a period of 24 
months of achieving the 50% interest. An 80% ownership may be acquired following completion of the 
above schedule and of an industry standard feasibility study.  
 
On November 1, 2007, the Property Option Agreement was amended and restated. The Company shall have 
the option to acquire a further 15% interest by making further expenditures of $300,000 and earn the 
remaining 15% interest by delivering a bankable feasibility study. As consideration for the restatement, the 
Company issued 225,000 common shares.  

 
As at November 30, 2008, the Company has incurred the following acquisition costs on the Reed Lake 
Property and has incurred exploration costs (excluding capitalized stock-based compensation) totaling 
$7,544,718: 

 

   

Cash Total
 Number of 

shares Amount

Balance, August 31, 2008 35,000$        225,000      238,750$        273,750$      

Incurred during the period -                     -                   -                       -                     
Balance, November 30, 2008 35,000$        225,000      238,750$        273,750$      

Shares

 
 
b) Sails Lake Property  

 
The Company entered into a Letter Of Intent dated August 21, 2006 to acquire a second copper-zinc 
volcanogenic massive sulphide property option in the Snow Lake area of Manitoba. The Sails Lake property 
covers an area of 18.88 square kilometers. The Letter Of Intent includes 1 claim and staking seven additional 
claims surrounding the core claim covering a total of 18.88 square kilometers. The Letter Of Intent outlines 
terms for an option agreement whereby the Company can earn an 80% ownership in the claims through 
fulfillment of a schedule of property payments totaling $32,500, issue 300,000 shares of the Company and 
incur cumulative expenditures of $750,000 over a five year period. The Company may acquire the remaining 
20% to hold a 100% ownership in the property for a further payment of $1 million. The property is subject 
to a 3% per-cent net smelter return, which may be purchased down to a 1.5% net smelter return for $1.5 
million.  
 
As at November 30, 2008, the Company has incurred the following acquisition costs on the Sails Lake 
Property and has incurred exploration costs (excluding capitalized stock-based compensation) totaling 
$237,283: 
 

Cash Total
 Number of Amount

Balance, August 31, 2008 17,500$        150,000      55,000$          72,500$        
Incurred during the period -                     -                   -                       -                     
Balance, November 30, 2008 17,500$        150,000      55,000$          72,500$        

Shares
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8. MINERAL PROPERTY COSTS (Continued) 
 

c) Lynn Gabbros Property  
 

By an option agreement, dated May 28, 2004, the Company was granted an option to acquire, subject to a 
3% net smelter royalty, of which 1.5% may be purchased for $1.5 million, a 100% interest in fifteen mineral 
claims in the Lynn Lake area of Manitoba.  In order to earn a 100% interest, the Company was required to 
make cash payments totaling $250,000 by May 30, 2008 (done), issue 250,000 common shares by May 30, 
2008 and incur $750,000 in expenditures on the property by May 30, 2009.  
 
As at November 30, 2008, the Company has incurred the following acquisition costs on the Lynn Gabbros 
Property and had incurred exploration costs (excluding capitalized stock-based compensation) totaling 
$476,729: 
 

Cash Total
 Number of 

shares Amount

Balance, August 31, 2008 218,250$      250,000      101,000$        319,250$      

Incurred during the period -                     -                   -                       -                     
Balance, November 30, 2008 218,250$      250,000      101,000$        319,250$      

Shares

 
 

d) South Bay Property  
 

By an option agreement, dated September 24, 2003 and amended November 15, 2005, the Company was 
granted an option to acquire, subject to a 3% net smelter royalty, a 100% interest in 140 mineral claims in 
the South Bay area of Manitoba. In order to earn a 100% interest, the Company must make cash payments 
totaling $230,000 by October 15, 2008, issue 470,000 common shares by October 15, 2007, and incur 
$950,000 in expenditures on the property by October 15, 2008.   
 
 As at November 30, 2008, the Company has incurred the following acquisition costs on the South Bay 
Property and had incurred exploration costs (excluding capitalized stock-based compensation) totaling 
$942,897:   

Cash Total
 Number of 

shares Amount

Balance, August 31, 2008 142,000$      480,000      188,200$        330,200$      

Incurred during the period 90,000           -                   -                       90,000           
Balance, November 30, 2008 232,000$      480,000      188,200$        420,200$      

Shares

 
e) Eden Lake Property  

 
By an option agreement, dated February 12, 2001, as amended September 19, 2003 and September 16, 
2005, the Company was granted an option to acquire, subject to a 3% net smelter royalty, a 100% interest 
in eight mineral claims in the Eden Lake area of Manitoba. In order to earn a 100% interest, the Company 
must make cash payments totaling $250,000, issue 250,000 common shares and incur $1,000,000 in 
expenditures on the property over a five year period ended March 12, 2006. Alternatively, the Company 
may elect to earn a 51% interest in the property by making a pro-rata portion of the above payments.  
 
The Company has informed the optionor of its intention to exercise its option in the property as a result of 
having met the conditions of the pro rata portion of the agreement.  
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8. MINERAL PROPERTY COSTS (Continued) 

 
e) Eden Lake Property (Continued) 
 

As at November 30, 2008, the Company has incurred the following acquisition costs on the Eden Lake 
Property and had incurred exploration costs (excluding capitalized stock-based compensation) totaling 
$673,540:   

 
Cash Total

 Number of 

shares Amount

Balance, August 31, 2008 200,000$      250,000      86,500$          286,500$      

Incurred during the period -                     -                   -                       -                     
Balance, November 30, 2008 200,000$      250,000      86,500$          286,500$      

Shares

 
For the $250,000 cash payment required to be made prior to August 31, 2006, the $200,000 cash payments 
included the issuance of 100,000 common shares and special warrants in lieu of $25,000 cash payable 
under the option agreement.   
 
During the year ended 2006, the Company announced its intent to exercise its option to earn a 51% 
interest in the property. In accordance with the option agreement, the Company is no longer required to 
make any additional cash payments or to issue any additional common shares on the property.    
 

f) Motherwell Lake U Property  
 

The Company staked a mining claim in the Motherwell Lake area of northern Saskatchewan, comprising 
approximately 2,100 hectares. The Company paid the sum of $8,700 in staking fees for a 100% interest in 
the claim..    
 
As at November 30, 2008, the Company has incurred the following acquisition costs on the Motherwell 
Lake U Property and had incurred exploration costs (excluding capitalized stock-based compensation) 
totaling $71,347: 
 

Cash
Balance, August 31, 2008 8,700$           

Incurred during the period -                     
Balance, November 30, 2008 8,700$           

 
 
g) Puella Bay Project  

 
By a Letter Of Intent dated with an effective closing date of July 1, 2007, the Company was granted an 
option to acquire, subject to a 2% net smelter royalty, a 100% interest in a claim comprising 
approximately 200 hectares, situated on the southeastern shore of Herb Lake, near the town of Snow 
Lake, Manitoba.   
 
The Letter Of Intent outlines terms for an option agreement whereby VMS will earn an 80% ownership in 
the claims through fulfillment of a schedule of cash payments totaling $27,500, issue 50,000 shares of the 
Company and incur expenditures of $500,000 over a four-year period. The Company may acquire the 
remaining 20% to hold a 100% ownership in the property for a further payment of $1 million.  
 
The Company has staked an additional seven claims in the area to cover the along strike projection on the 
Puella Bay strata, as well as the remains of the felsic volcanic complex. The area covered by these claims is 

approximately 17 km2
.    
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8. MINERAL PROPERTY COSTS (Continued):  
  

g) Puella Bay Project (Continued):  
 

As at November 30, 2008, the Company has incurred the following acquisition costs on the Puella Bay 
Property and had incurred exploration costs (excluding capitalized stock-based compensation totaling 
$316,818:   

Cash Total
 Number of 

shares Amount

Balance, August 31, 2008 12,500$        -                   -$                     12,500$        

Incurred during the period -                     -                   -                       -                     
Balance, November 30, 2008 12,500$        -                   -$                     12,500$        

Shares

 
 

h) HudBay Option  
 

On June 20, 2007, the Company was granted an option to acquire, subject to a 2% net smelter royalty, a 
100% interest in a property adjacent to the Reed Lake property, referred to as HudBay Option, in Manitoba. 
 
Under the agreement, the Company will pay the aggregate sum of $55,000 and make expenditures of 
$300,000 over three years, following which the Company shall be deemed to have exercised the option. 
 
The optionor has a right to re-acquire a 50% interest (the “Buy-Back Interest”) by incurring expenditures 
equivalent to two and a half times the total expenditures incurred by the Company.  If the optionor 
exercises its Buy-Back Interest right, a joint venture shall be formed between the optionor and the Company 
with each initially having a 50% undivided participating interest in the property. 
 
The optionor shall have a further right to acquire an additional 20% interest (the “Additional Buy-Back 
Interest”) in the property by completing the following: 
 
i) Make a one time cash payment to the Company in the amount of $1,500,000; 
 
ii) Bring the property to commencement of commercial production within 2 years following the 
Additional Buy-Back Notice Period; and 
 
iii) Finance the Company’s portion, being for greater certainty, 30% of the development costs to bring 
the property to commencement of commercial production, with such costs being reimbursed by the 
Company to the optionor from the Company’s share of the net annual profits from production on the 
property, until the Company’s share of such costs are repaid in full to the optionor. 
 
As at November 30, 2008, the Company has incurred the following cash acquisition costs on the HudBay 
Property and has incurred exploration costs (excluding capitalized stock-based compensation) totaling 
$146,746: 

Cash Total
 Number of 

shares Amount

Balance, August 31, 2008 15,000$        -                   -$                     15,000$        

Incurred during the period -                     -                   -                       -                     
Balance, November 30, 2008 15,000$        -                   -$                     15,000$        

Shares
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8. MINERAL PROPERTY COSTS (Continued):  

 
i) Copperman Property   

 
During October 2007, the Company was granted an option to acquire, subject to a 3% net smelter royalty, a 
100% interest in Mineral Lease 28 located in the Snow Lake area of Manitoba. In order to earn a 100% 
interest, the Company must make annual lease payments of $2,800 and issue 1,100,000 common shares over 
a four year period.  
 
As at November 30, 2008, the Company incurred the following acquisition costs on the Copperman Property 
and has incurred exploration costs (excluding capitalized stock-based compensation) totaling $686,788:  

Cash Total
 Number of 

shares Amount

Balance, August 31, 2008 -$                   250,000      166,500$        166,500$      

Incurred during the period -                     -                   -                       -                     
Balance, November 30, 2008 -$                   250,000      166,500$        166,500$      

Shares

 
j) Wekusko Property (Hood Option)   

 
During November 2007, the Company was granted an option to acquire, subject to a 2% net smelter return 
royalty, an initial 80% right to the base and precious metals within the combined 9,787 hectare Wekusko 
claims and Mineral Exploration License 234A, located in the Snow Lake area of Manitoba. The Company has 
agreed to make installment payments totaling $250,000 cash and exploration expenditures of $500,000 
over 4 years.  
 
If the Company exercises its option to acquire an 80% interest in the property, a joint venture is formed, 
whereby the Company can acquire the remaining 20% interest within two years by making a one-time cash 
payment of $100,000, and the optionor retains a 2% net smelter royalty interest. 
 
As at November 30, 2008, the Company has incurred the following cash acquisition costs, and has incurred 
exploration costs (excluding capitalized stock-based compensation) totaling $135,268 on the Wekusko 
Property: 

Cash Total
 Number of 

shares Amount

Balance, August 31, 2008 30,000$        -                   -$                     30,000$        

Incurred during the period 30,000           -                   -                       30,000           
Balance, November 30, 2008 60,000$        -                   -$                     60,000$        

Shares

 
k)  Mort Property 
 

On June 24, 2008, the Company entered into a property purchase agreement to earn, subject to a 2% net 

smelter royalty, a 100% interest in the Mort claims situated approximately 50 km due west of Snow Lake, in 

Manitoba.  The Company paid a one-time payment of $25,000 and agreed to issue 150,000 common shares.  

The net smelter royalty may be purchased for $500,000. 

As at November 30, 2008, the Company has incurred the following cash acquisition costs, and has incurred 
exploration costs (excluding capitalized stock-based compensation) totaling $2,463 on the Mort Property: 
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8. MINERAL PROPERTY COSTS (Continued):  
 

k)  Mort Property (Continued) 
 

Cash Total
 Number of 

shares Amount

Balance, August 31, 2008 25,000$        -                   -$                     25,000$        

Incurred during the period -                     150,000      60,000            60,000           
Balance, November 30, 2008 25,000$        150,000      60,000$          85,000$        

Shares

 
 
l) Other Properties 
 

As at November 30, 2008, the Company incurred exploration costs (excluding capitalized stock-based 

compensation), primarily survey costs, on the following properties in Manitoba: North Thompson - 

$1,248,359, Cedar Lake -$645,107, Cover (comprising 9-7, McClarty, Farwell and Dolomite) Project - 

$230,961, on Fox - $37,010. Other ongoing property projects in Manitoba include Reed Lake North, Ruttan 

(Darrol), Copper, Lang and Leak Lake Projects - $453,169.  

 
9. EQUIPMENT  
 

 

Cost

 Accumulated 

amortization 

 Net book 

value Cost

 Accumulated 

amortization 

 Net book 

value 

Office Equipment 18,651$        (8,421)$            10,231$          18,651$        (7,488)$           11,163$        
Exploration equipment 3,130             (2,300)                                830 3,130            (2,144)                             986 
Computer hardware 24,333           (12,190)                         12,143 24,333          (10,366)                      13,968 
Computer software 32,000           (10,343)                         21,657 26,040          (7,087)                        18,953 

78,115$        (33,254)$         44,861$          72,155$        (27,085)$        45,070$        

For the year ended August 31, 2008For the period ended November 30, 2008

 
10. RELATED PARTY TRANSACTIONS   
  

a) Due from related companies  
 

Amounts due from related parties represent intercompany advances for shared administration costs from 
and to companies related through common shareholders and directors. These amounts are non-interest-
bearing and have no fixed terms of repayment and all parties have waived the right to demand payment for 
more than one year.  
 
Amounts due from related parties are as follows:   

 For the period ended:  For the year ended: 
November 30, 2008 August 31, 2008

Due from Harvest Gold Corp. 20,833$                                  5,380$                                     
Due from Pancontinental Uranium Corp. 796$                                       -$                                             

Due from Stealth Minerals 1,228                                      1,032                                       
22,856$                                  6,412$                                     
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10. RELATED PARTY TRANSACTIONS (Continued) 
 

b) Transactions with related parties  
 

Related party transactions are in the normal course of operations and are measured at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties. The 
Company incurred expenditures for various services provided by corporations controlled by directors 
and officers of the Company during the three months ended November 30, 2008 which are as follows:  

 
i) The Company paid or accrued $139,437 (Nov 30, 2007 - $30,000), which includes $56,837 the fair 

value of the options granted during the three months ended November 30, 2008, for geological 
consulting fees, to  Companies controlled by a director.  The Company capitalized the geological 
consulting fees of $82,600 (Nov 30, 2007 - $30,000) to mineral properties and expensed $400 (Nov 
30, 2007 $). 
 

ii) The Company paid or accrued $75,820 (Nov 30, 2007 - $21,300) management fees, which includes 
$42,370 the fair value of options granted during the three months ended November 30, 2008, to 
directors of the Company. These fees have been expensed to operations during the period. 

 
iii) The Company paid or accrued $61,635 (Nov 30, 2007 - $nil) salaries and benefits, which includes 

$41,336 the fair value of options granted during the three months ended November 30, 2008 to an 
officer of the Company. These fees have been expensed to operations during the period.   

 
The Company had paid or accrued $4,910 to a director of the Company for the rental of buildings and 
equipment which have been capitalized to mineral properties. 
 
As of November 30, 2008, accounts payable and accrued liabilities included $7,854 (Nov 30, 2007 - 
$30,953) owing to a director of the Company for general expenses incurred. 

 
11. SHARE CAPITAL  
  

a) Authorized shares  
 

Unlimited authorized common shares with no par value.  
 
On December 11, 2007, the Company received the approval from the shareholders to increase the 
authorized share capital to an unlimited number of common shares.  

  
b) Issued and outstanding   

 
A continuity of the number of common shares issued and outstanding and the balances of share capital and 
contributed surplus are as follows:    
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11. SHARE CAPITAL (Continued) 
 

b) Issued and outstanding (Continued)  
 

CONTRIBUTED

SHARES AMOUNT SURPLUS

Balance - Balance August 31, 2007 72,079,998           10,803,566$     1,303,148$     

  Private placement 13,000,000           19,500,000       -                       

  Exercise warrants for cash 18,505,747           3,476,830         (89,552)           

  Exercise options for cash 3,637,000             1,194,646         (604,106)         

  Shares issued for mineral properties - non-cash 715,000                 601,050            -                       

  Commitment to issue shares private placement 320,000                 -                          -                       

  Share issuance costs -                              (2,399,442)        1,078,958       

  Share subscriptions -                              85,800               -                       

   Flow-through share renunciation -                              (3,336,000)        -                       

   Stock-based compensation -                              -                          4,067,051       

Balance - August 31, 2008 108,257,745         29,926,450$     5,755,499$     

  Exercise warrants for cash 1,882,937             376,587            -                       

  Shares issued for mineral properties - non-cash 150,000                 60,000               -                       

   Stock-based compensation -                              -                          206,681          

Balance - November 30, 2008 110,290,682         30,363,038$     5,962,180$     

SHARE CAPITAL

 
 

c) Escrow shares  
 

On September 11, 2003, the Company acquired all of the issued and outstanding shares of Golden Crown 
Resources Corporation and, as consideration, issued 1,500,000 escrow shares of the Company, 1,300,000 of 
which were issued to directors and officers of the Company who were also shareholders of Golden Crown.  
The shares held in escrow are to be released every six months commencing March 15, 2004.  As at 
November 30, 2008, the balance of shares held in escrow were 300,000. 

 
d) Warrants  

 
A continuity of outstanding common share purchase warrants is as follow:   

Number 

Outstanding

Weighted 

Average Exercise 

Price

Balance, August 31, 2008 13,829,359           1.54$                    

  Granted -                             -                        

  Cancelled/ Expired (239,998)               0.20                      

  Exercised (1,882,937)           0.20                      

Balance, November 30, 2008 11,706,424           1.78$                    

Three Months Ended          November 

30, 2008

  

Number 

Outstanding

Weighted 

Average Exercise 

Price

Balance, August 31, 2007 22,990,909           0.20$                    

  Granted 9,402,697              2.11                      

  Cancelled/ Expired (58,500)                  (0.20)                     

  Exercised (18,505,747)          (0.18)                     

Balance, August 31, 2008 13,829,359           1.54$                    

Year Ended August 31, 2008
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11. SHARE CAPITAL (Continued) 
 

d) Warrants (Continued) 
 
At November 30, 2008, the Company had outstanding share purchase warrants exercisable to acquire 
shares as follows: 
 
       Period ended November 30, 2008            For the year ended August 31, 2008 

 Warrants 

Outstanding Expiry Date

Exercise 

Price

Weighted Average 

remaining 

contractual life (in 

years)

2,599,151      Dec-27-2008 0.34       0.07                        

327,273          Dec-27-2008 0.22       0.07                        

780,000          Nov-07-2009 1.50       0.94                        

8,000,000      Nov-07-2009 2.25       0.94                        

11,706,424    0.72                        

  

 Warrants 

Outstanding  Expiry Date 

Exercise 

Price

Weighted 

Average 

remaining 

contractual life 

(in years)

2,122,935        Nov-03-2008 0.20$       0.17

2,599,151        Dec-27-2008 0.34$       0.32

327,273           Dec-27-2008 0.22$       0.32

780,000           Nov-07-2009 1.50$       1.19

8,000,000        Nov-07-2009 2.25$       1.19

13,829,359      0.87

 
  

e) Options  
 

A summary of the status of stock options granted as of November 30, 2008 and the change for the period 
then ended are as follows:  

Number 

Outstanding

Weighted 

Average Exercise 

Price

Balance, August 31, 2008 9,963,800             0.71$                    

  Granted 1,000,000             0.35                      

  Cancelled/ Expired (125,000)               1.00                      

  Exercised -                             -                        

Balance, November 30, 2008 10,838,800           0.67$                    

Three Months Ended          November 

30, 2008

    

Number 

Outstanding

Weighted 

Average Exercise 

Price

Balance, August 31, 2007 7,301,000              0.19$                    

  Granted 6,279,800              1.00                      

  Exercised (3,617,000)            0.16                      

Balance, August 31, 2008 9,963,800              0.71$                    

Year Ended August 31, 2008
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11. SHARE CAPITAL (Continued) 

 
e) Options (Continued) 

 
The following summarizes information about stock options outstanding and exercisable at November 30, 
2008:  
 
 
   Period ending November 30, 2008 

 Options 

Outstanding 

 Options 

Exercisable Expiry Date

Exercise 

Price

Weighted Average 

remaining 

contractual life (in 

years)

75,000                    75,000            Jun-04-2009 0.17$     0.51                        

55,000                    55,000            Dec-23-2010 0.12$     2.06                        

50,000                    50,000            Mar-20-2012 0.17$     3.30                        

3,429,000              3,429,000      Jul-16-2012 0.22$     3.63                        

6,229,800              5,829,802      Jan-09-2013 1.00$     4.11                        

1,000,000              1,000,000      Jan-31-2013 0.35$     4.17                        

10,838,800            10,438,802    3.93                        

 
 
   Year ended August 31, 2008 
 

Options 

Outstanding

Options 

Exercisable Expiry Date

Exercise 

Price

Weighted 

Average 

remaining 

contractual life 

(in years)

75,000            75,000             Jun-04-2009 0.17$       0.76

75,000            75,000             May-17-2010 0.17$       1.71

55,000            55,000             Dec-23-2010 0.12$       2.31

50,000            50,000             Mar-20-2012 0.17$       3.55

3,429,000       3,384,000        Jul-16-2012 0.22$       3.88

6,279,800       5,863,135        Sep-09-2013 1.00$       4.36

9,963,800       9,502,135        4.13

 
 
On September 4, 2008, the Board of Directors approved a revised stock plan for directors, senior officers, 
employees, management company employees and consultants, allowing the Board to authorize the issue of 
options not exceeding 10% of the total number of issued and outstanding shares.  
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 11.  SHARE CAPITAL (Continued):  
  

f) Stock-based Compensation  
 

The Company has an incentive stock option plan (the “Plan”) for employees, officers, directors and 

consultants.  The essential elements of the Plan provide that the aggregate number of shares of the 

Company exercisable pursuant to options granted under the Plan may not exceed 10% of the issued and 

outstanding capital stock of the Company at the grant date.  Options granted under the Plan may have a 

maximum term of five years.  The exercise price of options granted under the Plan will not be less than the 

discounted market price of the shares (defined as the last closing market price of the Company’s shares 

immediately preceding the grant date, less the maximum discount permitted by TSX.V policy), or such other 

price as may be agreed to by the Company and accepted by the TSX.V. Options vest on terms determined by 

the directors and may be vested immediately on the grant date.  Stock options granted to consultants 

providing investor relations activities under the Plan are subject to minimum vesting restrictions such that 

one-quarter of the option shall vest on each of the grant date and three, six and twelve months thereafter. 

 
The fair value of stock options is determined using the Black-Scholes option-pricing model. The Company 
granted 1,000,000 options, with a exercise price of $.35, to the  directors, officers, employees and 
consultants, and recognized $206,681 (Nov 30, 2007 - $nil) as stock-based compensation of which $109,541 
(Nov. 30, 2007 $nil), was capitalized.  

 
The fair value of employee and non-employee stock options granted in the three months ended November 
30, 2008 was calculated using the Black-Scholes option-pricing model with the following weighted-average 
assumptions: 
 

November 30, 2008
Expected dividend yield 0%
Expected share price volatility 96.55%

Risk-free interest rate 2.80%
Expected life of options  5 years

 
  

g) Shareholder Rights Plan 
 

On May 26, 2008, the Board of Directors approved the adoption of a shareholder rights plan (the “rights 
plan”), authorizing the issuance of rights in respect of common shares outstanding. The rights entitle the 
holders to purchase additional securities of the Company. It has a term which expires no later than the date 
of the annual general meeting of the shareholders of the Company to be held in 2011. 
 
The rights plan has been implemented by way of a rights plan agreement which has been designed to 
protect shareholders from unfair, abusive or coercive take-over strategies, including the acquisition of 
control of the Company by a bidder in a transaction, or series of transactions, that may not treat all 
shareholders fairly, nor afford all shareholders an equal opportunity to share in the premium paid upon 
acquisition of control. The rights plan was also adopted to provide the Board with sufficient time, in the 
event of a take-over bid or tender offering for voting shares of the Company, to pursue alternatives which 
could enhance shareholder value. 
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12. COMMITMENTS    

 
The Company has a lease agreement which will expire on May 31, 2009 for the office space. According to 
the agreement, the rental obligations are as follow:   
 

 

2009 Rental obligations 8,933$               
2010 Rental obligations 21,080               

2011 Rental obligations 4,800                 
 34,813$             

 
13. SEGMENTED INFORMATION  

 
As at November 30, 2008 and November 30, 2007, the Company operated in one reportable operating 
segment being the exploration of precious metals and in one geographic segment being Canada.  

 
14. SUPPLEMENTAL CASH FLOW INFORMATION  

 
The Company incurred non-cash financing and investing activities during the period ended November 30, 
2008 and November 30, 2007 are as follow:  
 

 

November 30, 2008 November 30, 2007

 Shares issued for resource 

properties 60,000$                    122,050$               

For the three months ended

 
 
15. Subsequent Events 
 

On December 24, 2008, the company issued 327,273 common shares for proceeds of $72,000 from the 
exercise of share  purchase warrants at $0.22, which due to the exercise, the Company granted 163,637 
warrants at an exercise price of $0.34 which 163,637 expired December 27, 2008 . 
 
On December 11, 2008, the Company, made the required payment of $375,000 and granted 3,000,000 
shares with a fair value of $840,000 to the optionor with respect to the Reed Lake property agreement. 
 
On December 27, 2008, 2,599,151 share purchase warrants expired, with an exercise price of $0.34. 
 
 


