Azimut Exploration Inc.

Notes to Financial Statements

For the years ended August 31, 2012 and 2011
(in Canadian dollars)

Accumulated

Accumulated Net book

Undivided Cost as at Option Costasat impairment at impairment at amount as at
Exploration properties interest September 1,  Additions payments Taxcredit August 31, September 1, Impairment August 31, August 31,
Nunavik 2010 2011 2011 2011 2011
% $ $ $ $ $ $ $ $ $

Rex (5,708 claims) 100
Mining properties 424,320 123,720 - - 548,040 - - - 548,040
Exploration costs 1511516 2,997,490 - (1,181,878) 3,327,128 - - - 3,327,128
1,935,836 3,121,210 - (1,181,878) 3,875,168 - - - 3,875,168

Rex South (2,085 claims) (m) 100
Mining properties - 18,240  (18,240) - - - - - -
Exploration costs 14,326 - (14,326) - - - - - -
14,326 18,240  (32,566) - - - - - -

NCG (5,372 claims) 100
Mining properties 48,289 477,343 - - 525,632 - - - 525,632
Exploration costs - 1,070,787 - (463,037) 607,750 - - - 607,750
48,289 1,548,130 - (463,037) 1,133,382 - - - 1,133,382

Diana (732 claims) () 100
Mining properties - 14,388 - - 14,388 - - - 14,388
Exploration costs 2,204 20,668 - (8,938) 13,934 - - - 13,934
2,204 35,056 - (8,938) 28,322 - - - 28,322

Others, copper-gold-silver-

cobalt-REE (782 claims) 100
Mining properties 20,544 49,706 - - 70,250 - - - 70,250
Exploration costs - 6,246 - (2,701) 3,545 - - - 3,545
20,544 55,952 - (2,701) 73,795 - - - 73,795

Total copper-gold-silver-

cobalt-rare earth properties 2,021,199 4,778,588  (32,566) (1,656,554) 5,110,667 - - - 5,110,667
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Azimut Exploration Inc.
Notes to Financial Statements

For the years ended August 31, 2012 and 2011

(in Canadian dollars)

Undivided
Exploration properties interest
Nunavik (cont’d)

%

North Rae (1,411 claims)
Mining properties
Exploration costs

100

Daniel Lake (447 claims) 100
Mining properties

Exploration costs

Kangiq (50 claims) ®
Mining properties
Exploration costs

100

Burrel Lake **
Mining properties
Exploration costs

100

South Rae **
Mining properties
Exploration costs

100

North Minto (352 claims) (Q)
Mining properties
Exploration costs

100

Central Minto (195 claims) (i) 100
Mining properties

Exploration costs

Accumulated Accumulated Net book

Cost as at Option Cost as at impairment at impairmentat amount as at
September 1, Additions payments Taxcredit August 31, September 1, Impairment August 31, August 31,
2010 2011 2011 2011 2011

$ $ $ $ $ $ $ $ $
420,631 73,635 - - 494,266 - - - 494,266
674,857 28,204 - (12,134) 690,927 - - - 690,927
1,095,488 101,839 - (12,134) 1,185,193 - - - 1,185,193
344,974 41,616 - - 386,590 - - - 386,590
295,441 11,719 - (5,014) 302,146 - - - 302,146
640,415 53,335 - (5,014) 688,736 - - - 688,736
- 5,450 - - 5,450 - - - 5,450
- 357 - (155) 202 - - - 202
- 5,807 - (155) 5,652 - - - 5,652
94,593 - - - 94,593 (74,593) (20,000) (94,593) -
11 - - - 11 (11) - (11) -
94,604 - - - 94,604 (74,604) (20,000) (94,604) -
5,778 - - - 5,778 - (5,778) (5,778) -
9,242 41 - (16) 9,267 - (9,267) (9,267) -
15,020 41 - (16) 15,045 - (15,045) (15,045) -
- 15,943 - - 15,943 - - - 15,943
818 17,565 - (7,096) 11,287 - (11,287) (11,287) -
818 33,508 - (7,096) 27,230 - (11,287) (11,287) 15,943
- 15,194 - - 15,194 - - 15,194

- 1,746 - (705) 1,041 (1,041) (1,041) -

- 16,940 - (705) 16,235 (1,041) (1,041) 15,194
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Azimut Exploration Inc.

Notes to Financial Statements

For the years ended August 31, 2012 and 2011
(in Canadian dollars)

Accumulated Accumulated Net book
Undivided Cost as at Option Costasat impairment at impairment  amount as at
Exploration properties interest September 1,  Additions payments Tax credit August 31, September 1, Impairment at August 31, August 31,
Nunavik (cont’d) 2010 2011 2011 2011 2011
% $ $ $ $ $ $ $ $ $

South Minto (240 claims) (h) 100
Mining properties - 11,449 - - 11,449 - - - 11,449
Exploration costs 533 12,178 - (5,266) 7,445 - - - 7,445
533 23,627 - (5,266) 18,894 - - - 18,894

Kativik (526 claims) (K) 100
Mining properties - 31,145 - - 31,145 - - - 31,145
Exploration costs 1,629 44,719 - (19,338) 27,010 - - - 27,010
1,629 75,864 - (19,338) 58,155 - - - 58,155

Hudson Bay ** 100
Mining properties 14,018 4,815 - - 18,833 - (18,833) (18,833) -
Exploration costs 1,933 - - - 1,933 - (1,933) (1,933) -
15,951 4,815 - - 20,766 - (20,766) (20,766) -

South Bienville ** ) 100
Mining properties - 1,712 - - 1,712 - (1,712) (1,712) -
Exploration costs - 54 (27) (22) 5 - (5) (5) -
- 1,766 (27) (22) 1,717 - (1,717) (1,717) -

Others, Uranium properties

(140 claims) 100
Mining properties 14,280 14,980 - - 29,260 - - - 29,260
Exploration costs 1,561 32,908 - (14,782) 19,687 - (1,041) (1,041) 18,646
15,841 47,888 - (14,782) 48,947 - (1,041) (1,041) 47,906
Total Uranium properties 1,880,299 365,430 (27) (64,528) 2,181,174 (74,604) (70,897) (145,501) 2,035,673
Total Nunavik 3,901,498 5,144,018  (32,593) (1,721,082) 7,291,841 (74,604) (70,897) (145,501) 7,146,340
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Azimut Exploration Inc.
Notes to Financial Statements
For the years ended August 31, 2012 and 2011

(in Canadian dollars)

Exploration properties
(cont’d)
James Bay

Opinaca A-A East (429 claims) (a)
Mining properties
Exploration costs

Opinaca B-B-North (220 claims) (b)
Mining properties
Exploration costs

Eleonore South (282 claims) (©
Mining properties
Exploration costs

Opinaca D (188 claims) (d)
Mining properties
Exploration costs

Eastmain West (77 claims)
Mining properties
Exploration costs

Wabamisk (705 claims) (e)
Mining properties
Exploration costs

Total James Bay

Total exploration and evaluation
assets

** Properties abandoned in the year ended August 31, 2011

Undivided

50

50

26.4

100

100

49

%

Accumulated Accumulated Net book

Cost as at Option Costasat impairment at impairment amount as at
interest September 1,  Additions payments Taxcredit August3l, September 1, Impairment at August 31, August 31,
2010 2011 2011 2011 2011

$ $ $ $ $ $ $ $ $

8,460 - - - 8,460 - - - 8,460

6 3,784 - (529) 3,261 - - - 3,261

8,466 3,784 - (529) 11,721 - - - 11,721
4,500 - - - 4,500 - - - 4,500

6 2,574 - (6) 2,574 - - - 2,574

4,506 2,574 - (6) 7,074 - - - 7,074
4,238 479 - (207) 4,510 - - - 4,510
4,238 479 - (207) 4,510 - - - 4,510
12,480 10,080 (22,560) - - - - - -
3,235 6,815 (3,235) (2,947) 3,868 - - - 3,868
15,715 16,895 (25,795) (2,947) 3,868 - - - 3,868
3,895 6,028 - - 9,923 - - - 9,923
12,428 162,696 - (23,000) 152,124 - - - 152,124
16,323 168,724 - (23,000) 162,047 - - - 162,047
4,632 4,587 - (1,786) 7,433 - - - 7,433
4,632 4,587 - (1,786) 7,433 - - - 7,433
53,880 197,043 (25,795) (28,475) 196,653 - - - 196,653
3,955,378 5,341,061 (58,388) (1,749,557) 7,488,494 (74,604) (70,897) (145,501) 7,342,993
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Azimut Exploration Inc.

Notes to Financial Statements

For the years ended August 31, 2012 and 2011
(in Canadian dollars)

a)

b)

d)

As at August 31, 2010, Everton Resources Inc (“Everton”) has earned a 50% interest in the
Opinaca A, A East property by making a cumulative cash payment of $180,000 and carrying out work
expenditures totalling a cumulative amount of $2,800,000.

In September 2010, Azimut and Everton granted Aurizon Mines Ltd (“Aurizon”) the option to earn a
50% interest in the Opinaca A, A East and B, B North properties by making cash payments totalling
$580,000 and incurring expenditures of $6,000,000 over four (4) years, including 5,000 metres of diamond
drilling by the second anniversary. The Company will receive 50% of the cash payments. Aurizon may also
earn an additional interest of 10%, for a total interest of 60%, by making cash payments totalling $300,000
over three (3) years from the election date, incurring expenditures totalling a minimum of $3,000,000 over
three (3) years from the election date, and delivering an independent pre-feasibility study on or before the
fourth anniversary. The Company will receive 50% of the cash payments and its resulting interest will be
20%. In addition, in the event that mineral resources of at least 2,000,000 ounces of gold at an average grade
of at least 6 grams of gold per tonne are discovered before the end of the eighth year of the initial option
agreement, Aurizon shall make a payment of $1,500,000 in Aurizon common shares, subject to regulatory
approval. The Company will receive 50% of these issued shares.

As at August 31, 2012, Azimut had received $50,000 in cash.

As at August 31, 2010, Everton has earned a 50% interest in the Opinaca B, B North property by making a
cumulative cash payment of $160,000 and carrying out work expenditures totalling a cumulative amount of
$2,000,000. In September 2010, Azimut and Everton signed an agreement with Aurizon regarding the
Opinaca B, B North property as described in (a) above.

In April 2006, the Company signed a letter of intent to form a three-way joint venture with Les Mines
Opinaca Ltée (a wholly-owned subsidiary of Goldcorp Inc; “Goldcorp”) and Eastmain Resources Inc.
(“Eastmain”) on the Eleonore South property, which includes 166 claims of the Opinaca C property and
116 claims owned by Goldcorp. In February 2008, Eastmain had earned a 33.33% interest in the Eleonore
South property by making a cumulative cash payment of $185,000 granting 30,000 common shares to the
Company and funding a total of $4.0 million in work expenditures.

As at August 31, 2012, Goldcorp and Eastmain have funded $3.2 million in cumulative work expenditures.
Ownership of the property is currently as follows: Azimut 26.4% (26.4% in 2011), Goldcorp 36.8%
(36.8% in 2011) and Eastmain 36.8% (36.8% in 2011).

In December 2010, the Company granted Dynasty Gold Corp. (“Dynasty”) the option to acquire a
50% interest in the Opinaca D property for a cash consideration of $300,000, as well as $150,000 worth of
common shares of Dynasty; and $3.2 million in exploration work. Dynasty may also acquire an additional
15% interest with the delivery of a feasibility study. As at August 31, 2011, Dynasty paid $50,000 in cash
and granted 625,000 of its common shares (worth $50,000) to Azimut. The option was terminated in
December 2011.

In 2010, Goldcorp had earned a 51% interest in Wabamisk property by making a cumulative payment of
$500,000 in cash and carrying out work expenditures totalling a cumulative amount of $4.0 million. In 2011,
Goldcorp elected to proceed with the second option to earn an additional 19% interest in the property by
delivering a feasibility study during a ten-year (10-year) period.
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Azimut Exploration Inc.

Notes to Financial Statements

For the years ended August 31, 2012 and 2011
(in Canadian dollars)

f)

9)

h)

)

K)

In July 2007, the Company granted Central Uranium Corporation (“Central”) (now Abitex Resources Inc.
“Abitex”) the option to acquire a 50% interest in the Kangiq property for a cash consideration of $410,000,
as well as $300,000 worth of common shares of Abitex, and $4.2 million in work expenditures. Abitex may
also acquire an additional 15% interest with the delivery of a bankable feasibility study. As at
August 31, 2010, Abitex had made a cumulative payment of $210,000 in cash, had issued 500,000 common
shares worth $200,000, and had carried out work expenditures totalling a cumulative amount of $1,341,652.
Abitex decided to terminate the option on November 15, 2010. The parties (Azimut and Abitex) mutually
agreed that Azimut keeps the balance received in exchange for the discharge and release of all outstanding
obligations.

In April 2007, the Company granted Rukwa Minerals Inc., formerly Rukwa Uranium Ltd (“Rukwa”), a
company owned by a director of Azimut, the option to acquire a 50% interest in the North Minto property
for a cash consideration of $360,000, as well as $200,000 worth of common shares of Rukwa, and
$4.2 million in work expenditures. Rukwa may also acquire an additional 15% interest with the delivery of a
bankable feasibility study. As at August 31, 2010, Rukwa had made a cumulative payment of $240,000 in
cash, had paid $200,000 in cash in lieu of $200,000 worth of its common shares, and had carried out work
expenditures totalling a cumulative amount of $1,895,808. All commitments required under the option
agreement were extended until March 31, 2011 and then the option was terminated.

In April 2007, the Company granted Rukwa the option to acquire a 50% interest in the South Minto property
for a cash consideration of $340,000, as well as $200,000 worth of common shares of Rukwa, and
$4.0 million in work expenditures. Rukwa may also acquire an additional 15% interest with the delivery of a
bankable feasibility study. As at August 31, 2010, Rukwa had made a cumulative payment of $240,000 in
cash, had paid $200,000 in cash in lieu of $200,000 worth of its common shares, and had carried out work
expenditures totalling a cumulative amount of $1,445,762. All commitments required under the option
agreement were extended until March 31, 2011 and then the option was terminated.

In May 2007, the Company granted Abitex the option to acquire a 50% interest in the Central Minto
property for a cash consideration of $340,000, as well as $200,000 worth of common shares of Abitex, and
$4.0 million in work expenditures. Abitex may also acquire an additional 15% interest with the delivery of a
bankable feasibility study. As at August 31, 2010, Abitex had made a cumulative payment of $160,000 in
cash, and had paid $100,000 in cash, and issued 250,000 common shares in lieu of $200,000 worth of its
common shares, and had carried out work expenditures totalling a cumulative amount of $1,065,725. On
November 15, 2010, Abitex decided to terminate the option. The parties (Azimut and Abitex) mutually
agreed that Azimut keeps the balance received in exchange for the discharge and release of all outstanding
obligations.

In May 2007, the Company granted Abitex the option to acquire a 50% interest in the South Bienville
property for a cash consideration of $380,000, $200,000 worth of common shares of Abitex, and
$4.5 million in work expenditures. Abitex may also acquire an additional 15% interest with the delivery of a
bankable feasibility study. As at August 31, 2010, Abitex had made a cumulative payment of $200,000 in
cash, and had paid $100,000 in cash and issued 250,000 common shares in lieu of $200,000 worth of its
common shares, and had carried out exploration work totalling a cumulative amount of $1,610,615. On
November 15, 2010, Abitex decided to terminate the option. The parties (Azimut and Abitex) mutually
agreed that Azimut keeps the balance received in exchange for the discharge and release of all outstanding
obligations.

In November 2007, the Company granted Kativik Resources Inc. (“Kativik™) the option to acquire a
50% interest in the Kativik property for a cash consideration of $440,000, $300,000 worth of common shares
of Kativik, and $5.0 million in work expenditures. Kativik may also acquire an additional 15% interest with
the delivery of a bankable feasibility study. Pursuant to a purchase and sale agreement dated October 9, 2009
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Azimut Exploration Inc.

Notes to Financial Statements

For the years ended August 31, 2012 and 2011
(in Canadian dollars)

between Kativik and Nemaska Exploration Inc (“Nemaska”) and an amendment letter dated
December 14, 2009, Kativik transferred all of its rights and obligations in the Kativik Option agreement to
Nemaska. As at August 31, 2010, Nemaska had paid for the preparation of geophysical and prospecting
reports totalling $10,170 and had issued 160,000 common shares at a fair value of $80,000. The Company
had also received from Kativik a cumulative cash payment of $120,000 and 333,334 of Kativik’s common
shares worth $200,000, and Kativik had carried out work expenditures totalling a cumulative amount of
$1,112,719. All commitments required under the option agreement were extended until March 31, 2011 and
then the option was terminated.

In February 2010, the Company granted 2227352 Ontario Inc. (“the Partner”) the option to acquire a
50% interest in the Diana property for a cash consideration of $325,000, as well as $200,000 worth of its
common shares, and $4.0 million in work expenditures. In May 2010, the Partner reached an agreement with
Valencia Ventures Inc. (“Valencia”) regarding the Diana property, subject to regulatory approvals, and
transferred all of the rights and obligations currently held by the Partner to Valencia. Valencia could also
acquire an additional 15% interest with the delivery of a bankable feasibility study. As at August 31, 2011,
the Partner had made a cumulative cash payment of $100,000 ($100,000 in 2010), had paid $100,000
(nil in 2010) in lieu of shares, and had carried out work expenditures totalling a cumulative amount of
$452,576 ($250,941 in 2010). Valencia terminated the option on the property due to the Partner’s inability to
obtain the requisite approval of the TSX Venture Exchange. As mutually agreed by the parties (Azimut and
the Partner), Azimut has paid $127,000 to Valencia and kept the balance received in exchange for the
discharge and release of all outstanding obligations.

In May 2010, the Company granted Aurizon Mines Ltd. (“Aurizon”) the option to acquire a 50% interest in
the Rex South property for a cash consideration of $580,000 and $5.0 million in work expenditures,
including a minimum of 5,000 metres of diamond drilling. Aurizon may also acquire an additional
15% interest with the delivery of a bankable feasibility study. On March 24, 2012, Aurizon decided to
terminate the option after had made a cumulative cash payment of $280,000 ($280,000 in 2011) and had
carried out work expenditures totalling a cumulative amount of $5,628,589 ($5,056,950 in 2011). Following
termination of the option, the property and equipment (camp) were bequeathed by Aurizon in favor of
Azimut with an estimated net liquidation value of $100,000, which has been recorded as a gain on
termination of option on exploration and evaluation assets in the statements of comprehensive loss.
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For the years ended August 31, 2012 and 2011
(in Canadian dollars)

Change in exploration and evaluation assets

Balance — Beginning of the year

Exploration and evaluation incurred during the year

Claims and permits

Geological surveys

Geochemical surveys

Geophysical surveys

Drilling

Administration and others

Stock based compensation

Depreciation of property and equipment
Variation in advance for exploration work

Impairment of exploration and evaluation assets
Option payments

Credit on duties refundable for loss and refundable tax credit for

resources

Balance — End of the year

10 Debenture payable

Years ended August 31,
2012 2011
$ $
7,561,643 3,947,274
594,537 915,444
982,591 1,673,424
178,258 797,281
18,789 619,184
237,140 1,068,998
19,670 64,821
- 14,200
106,419 187,707
(218,650) 152,150
1,918,754 5,493,209
(390,324) (70,895)
(21,922) (58,388)
(628,768) (1,749,557)
(1,041,014) (1,878,840)
8,439,383 7,561,643

In November 2008, the Company issued a five-year (5-year) unsecured debenture of $500,000 bearing interest at
12% annually. The principal is to be reimbursed in cash over a five-year period for $100,000 per year. The debt
was later decreased by $92,000 and was reflected in the statement of comprehensive loss for the fiscal year ended
2009 as a discount on debenture so as to consider an effective interest rate of 20%.

Principal
Less: Unamortized discount

Less: Current portion

2012 2011 2010
$ $ $
200,000 300,000 400,000
(23,000) (41,400) (59,800)
177,000 258,600 340,200
(100,000) (100,000) (100,000)
77,000 158,600 240,200
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(in Canadian dollars)

11 Convertible debentures

In November 2008, the Company completed a private placement of unsecured convertible debentures of
$940,000 to fund its technical work and business development. The debentures mature on November 20, 2011
and bear interest at the rate of 12% per annum, payable semi-annually either in cash or in shares. The debentures
are non-interest bearing if the share has been trading at $0.90 and over during the twenty (20) business days
preceding the dates of interest instalments for the first two six-month periods respectively ending May 20 and
November 20, 2009, and at $1.35 and over for the third, fourth, fifth and sixth six-month periods respectively
ending May 20, 2010; November 20, 2010; May 20, 2011 and November 20, 2011. The principal is convertible at
the option of the holder into common shares of the Company. During the first two (2) years, the principal is
convertible into units at a price of $0.54. Each unit consists of one common share and one share purchase
warrant. Each share purchase warrant entitles the holder to purchase one common share at $0.65 until
November 2010. At the third year, the debentures are convertible into units at a price of $0.60; each unit consists
of one common share and one-half of a share purchase warrant.

In November 2010, $640,000 of the convertible debenture was converted into 1,185,185 units for the
reimbursement of a portion of the outstanding capital on the debentures. Each unit is comprised of one common
share at a price of $0.54 per share and one share purchase warrant, each warrant entitling them to acquire one
additional common share of the Company at a price of $0.65 per share until November 20, 2011 (note 14).

In October 2011, $300,000 of the unsecured convertible debenture was converted into 500,000 units for the
reimbursement of the outstanding capital on the debentures. Each unit is comprised of one common share at a
price of $0.60 per share and one half (*2) share purchase warrant, each warrant entitling them to acquire one
additional common share of the Company at a price of $0.75 per share until November 20, 2011. The Company
has also issued 12,542 units at a price of $1.13 per unit for payment of accrued interest amounting to $14,203.
Each unit is comprised of one common share and one-half of a common share purchase warrant, each warrant
entitling them to acquire one additional common share of the Company at a price of $1.01 until
November 20, 2011(note 14).

The convertible debentures are accounted for in accordance with their substance and are presented in the financial
statements in their component parts. The liability component has been calculated as the present value of the
required principal and interest payments discounted at a rate approximating the interest rate that would have been
applicable to non-convertible debt at the time the debenture was issued. The residual value has been allocated to
the equity component.

Liability Equity

component component Total

$ $ $

As at September 1, 2010 878,847 150,050 1,028,897
Reimbursement in units (640,000) (102,161) (742,161)
Accretion expense on convertible debentures 57,271 - 57,271
As at August 31, 2011 296,118 47,889 344,007
As at September 1, 2011 296,118 47,889 344,007
Reimbursement in units (300,000) (47,889) (347,889)
Accretion expense on convertible debentures 3,882 - 3,882

As at August 31, 2012 - - -
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12

13

Asset retirement obligations

2012

$

Balance, beginning of year -
New obligations 237,970
Unwinding of discount on asset retirement obligations 3,308
Balance, end of year 241,278

The estimated undiscounted cash flows required to settle the asset retirement obligations is $251,480. A discount
rate of 1.39% was used to estimate the new obligations in 2012 and the calculation uses the assumption that the
disbursements necessary to settle the obligations would be made in 2015. If the Company decides not to continue
to explore on the Rex, Rex South or NCG properties, it is assumed that the asset retirement obligation will be
settled in 2015. Should the Company decide to continue its activity, by itself or through its partner on the Rex,
Rex South or NCG properties, the obligation will be settled further into the future. The Company is reviewing, at
each period, the expected timing of payment of the cash flows required to settle the obligations and adjusts the
asset retirement obligations accordingly.

Share capital

Authorized

Unlimited number of common shares, without par value, voting and participating.

Issued and fully paid

In March 2011, the Company completed a non-brokered private placement of $5,800,000 representing
5,333,332 units at $0.90 per unit for proceeds of $4,800,000 and 833,333 flow though shares at a price of
$1.20 per share for a total of $1.0 million. Each unit is comprised of one (1) common share and one half
(%2) common share purchase warrant, each full warrant entitling the holder to purchase an additional common
share at an exercise price of $1.40 for a period of twelve (12) months. The finder’s fees totalled $245,001.
Flow-through shares

The proceeds received from the issuance of flow-through shares amounted to $1,000,000 in March 2011 and is
committed to exploration expenses. As of August 31, 2011, Azimut had spent $1.0 million on the qualifying

expenditures and filed the renunciation form with the tax authorities that giving effect to renunciation as of
December 2011.
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14 Warrants

The following table present the warrants activity since September 1, 2010 and summarizes the information about
warrants outstanding and exercisable as at August 31, 2012:

Weighted
. average
Number Carrying exercise pri?:e
value $

$
Outstanding and exercisable — September 1, 2010 2,542,154 564,152 0.76
Issued 3,872,134 543,052 1.17
Exercised (1,841,071) (372,158) 0.69
Outstanding and exercisable — August 31,2011 4,573,217 735,046 1.13
Issued 256,271 43,823 0.76
Exercised (1,439,435) (246,580) 0.67
Expired (723,389) (195,395) 0.95
Extended - 89,414 1.40
Outstanding and exercisable — August 31,2012 2,666,664 * 426,308 1.40

* Expiring on March 19, 2013

The 256,271 warrants included in the units issued in October 2011, pursuant to the conversion of the convertible
debentures (capital and interest) have an average exercise price of $0.76, valid until November 20, 2011, and
250,000 warrants were exercised accordingly. The warrants were recorded at a value of $43,822 based on a
Black-Sholes option pricing model using the assumptions at the time the debenture was issued; risk free interest
of 3.5%, expected life of 3 years, annualized volatility rate of 80% and dividend rate of 0%.

The 2,666,664 warrants included in the 5,333,332 units issued under the non-brokered private placement
completed in March 2011, having an exercise price of $1.40 and valid until March 19, 2012, were recorded at a
value of $336,894 based on the Black-Scholes pricing model with the following assumptions: risk-free interest of
1.25%, expected life of 1 year, annualized volatility rate of 78% and dividend rate of 0%. On March 6, 2012, the
Company obtained all regulatory approvals to extend the expiry date of 2,666,664 warrants until March 19, 2013
from the original expiry date of March 19, 2012. Consequently, the fair value of the warrants were re-evaluated
based on the Black-Scholes pricing model with the following assumption: risk-free interest of 1.04%, expected
life of 1 year, annualized volatility rate of 60% and dividend rate of 0%. The adjustment to the fair value in the
amount of $89,414 was charged to the deficit. All other terms and conditions of the warrants remain unchanged.

The 1,205,470 warrants included in the units issued in November 2010, pursuant to the conversion of the
convertible loan (capital and interest) have an average exercise price of $0.66, valid until November 20, 2011,
then 1,185,185 of these warrants have been exercised. They were recorded at a value of $206,158 based on a
Black-Scholes option pricing model using the assumptions at the time the debenture was issued: risk free interest
of 3.5%, expected life of 3 years, annualized volatility rate of 80% and dividend rate of 0%.
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15 Stock option plan

The Company maintains a stock option plan in which a maximum of 3,300,000 stock options may be granted.
The number of shares reserved for issuance under the stock option plan is 15% of the shares issued and
outstanding. The exercise price of the options is set at the closing price of the Company’s shares on the TSX-V,
on the day before the grant date. The options have a maximum term of ten (10) years following the granting date;
the options granted will vest immediately, unless otherwise approved and disclosed by the Board of Directors.

The following tables present the stock option activity since September 1, 2010 and summarize the information
about stock options outstanding and exercisable as at August 31.:

2012 2011

Weighted Weighted

average average

Number exercise price Number exercise price

$ $

Outstanding — Beginning of year 2,205,000 1.43 2,440,000 1.54
Granted 495,000 0.53 490,000 0.84
Exercised (80,000) 0.66 (80,000) 0.34
Expired / Cancelled (400,000) 3.57 (645,000) 1.53
Outstanding — End of year 2,220,000 0.87 2,205,000 1.43
Exercisable — End of year 2,153,334 0.87 2,205,000 1.43

The weighted average market share price at the exercise date was $0.94 per share ($1.26 in 2011).

Weighted average

Exercise price remaining
$ Options Options contractual life
outstanding exercisable (years)

0.34 505,000 505,000 6.63
0.45 395,000 395,000 9.69
0.60 80,000 80,000 7.90
0.66 410,000 410,000 7.51
0.80 430,000 430,000 8.37
0.83 100,000 33,334 9.36
1.25 40,000 40,000 8.59
3.03 260,000 260,000 0.60
2,220,000 * 2,153,334 ** 6.54

* 10,000 options @ $0.34 and 100,000 options @ $0.83, totalling 110,000 options, were forfeited subsequently to August 31, 2012.
** 10,000 options @ $0.34 and 33,334 options @ $0.83, totalling 43,334 options, were forfeited subsequently to August 31, 2012.

On May 9, 2012, the Company granted 395,000 options to its directors, officers, employees and consultants. The
fair value of the options granted amounted to $158,000 and was measured using the Black Scholes option pricing
model with the following assumptions: risk-free interest of 2.75%, expected life of 10 years, annualized volatility
rate of 98%, and dividend rate of 0%.

On January 6, 2012 the Company granted 100,000 stock options to a consultant involved in business

development. Of these, 33,334 stock options were vested immediately, an additional 33,333 stock options will
vest after July 6, 2012, and an additional 33,333 stock options will vest after January 6, 2013. The Company was
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not able to reliably determine the fair value of the services received and therefore used the fair value of the vested
options amounts to $5,833 was calculated by using the Black Scholes option-pricing model with the following
assumptions: risk-free interest of 0.92%, expected life of 9 months, annualized volatility rate of 61%, and

dividend rate of 0%.

The fair value of options granted during 2011 amounts to $364,660 for 490,000 options granted based on a
Black-Scholes option pricing model with the following weighted average assumptions risk-free interest of 3.50%,

expected life of 10 years, annualized volatility rate of 95%, and dividend rate of 0%.

Expenses by nature

2012 2011

3 $

Salaries and fringe benefits 243,740 127,206
Professional and maintenance fees 138,542 140,162
Administration and office 200,975 205,609
Travelling and entertainment 49,557 57,228
Depreciation of property and equipment 12,190 14,280
Amortization of intangible assets 4,247 3,310
Allowance for doubtful accounts 40,282 47,320
Part X11.6 tax - (628)
Stock-based compensation 163,834 354,210
General and administrative expenses 853,367 948,697
Salaries for search of properties 30,655 236,392
Credit on duties refundable for loss and refundable tax credit for resources (13,127) (75,466)
General exploration 17,528 160,926

Related party transactions

Compensation of key management

Key management includes directors, the chief executive officer (“CEO”) and the chief financial officer (“CFO”).

The compensation paid or payable for key management service is as follow:

August 31, August 31,

2012 2011

Salaries 340,000 324,493
Shares based payment 140,000 291,100
480,000 615,593
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The Company entered into the following transaction, which were not in normal course of business, with a director
and companies owned by directors:

August 31, August 31,

2012 2011

Conversion of debenture - 340,000
Participation of directors in private placement - 199,999
Cash payments to directors for interest on convertible debentures - 20,344
Exercise of warrants 409,259 77,778
409,259 638,121

During the year ended August 31, 2012, the Company took an additional allowance for doubtful accounts
amounting to $40,282 ($40,282 in 2011), relating to the receivable from Rukwa Minerals Inc., of which the
president and director is also a director of the Company.

Also, the Company extended the expiry date of 111,109 warrants held by a director and companies owned by directors
until March 19, 2013 from the original expiry date of March 19, 2012. These warrants were issued under the non-
brokered private placement completed in March 2011. All other terms and conditions of the warrants remain
unchanged (note 14).

At August 31, 2012, accounts payable and accrued liabilities include an amount of $30,623 ($26,305 at
August 31, 2011; $30,756 at August 31, 2010) owed to key management.

In the event that change of control or termination of employment is for reasons other than gross negligence, the
CEO will be entitled to receive an indemnity equal to six (6) months salary. After more than two (2) years of
employment, the indemnity will be increased by one (1) month for every additional year of employment. And the
CFO will be entitled to receive an indemnity which will be equal to twelve (12) weeks salary and will be
increased by one (1) month for every additional year of employment. The indemnity is subject to a maximum
indemnity period of twelve (12) months. In any event, the indemnity paid must not represent more than 10% of
the Company’s liquidities at such time.

Income taxes

Component of tax income

The recovery of deferred income taxes for the year ended August 31, 2011 was generated by an amortization of
$354,986 of the flow-through premium liability:

2012 2011
$ $

Deferred tax expense (recovery)
Premium on flow-through share issuance - (354,986)
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2012 2011

$ $

Loss before income taxes 1,306,012 811,018
Combined federal and provincial income tax of 27.40% (29.07% in 2011) (358,000) (236,000)
Non-deductible expenses 108,500 74,668
Amortization of flow-through share premiums - (354,986)
Unrecognized temporary differences 244,000 280,265
Change in enacted rates 5,000 9,309
Non-taxable gain (loss) on sale of long-term investments - (6,000)
Other 500 (122 242)
Recovery of deferred income taxes - (354,986)

The effective tax rate was lower than the effective tax rate in 2011 because of a change in the federal tax rate that
came into effect on January 2012.

The ability to realize the tax benefits is dependent upon a number of factors, including the sale of properties.
Deferred tax assets are recognized only to the extent that it is probable that sufficient taxable profits will be
available to allow the asset to be recognized. Accordingly, some deferred tax assets have not been recognized,
these deferred tax assets not recognized amount to $779,000.

As at August 31, 2012 and 2011, significant components of the Company’s deferred income tax assets and
liabilities are as follows:

2012 2011
$ $
Deferred income tax assets

Non-capital losses 899,000 693,000
Capital losses 5,000 31,000
Investments 159,000 135,000
Share and warrant issue expenses 95,000 136,000
Property and equipment and intangible assets 82,000 139,000
Obligation under finance lease - 3,000
Asset retirement obligations 65,000 -
Total deferred income tax assets 1,305,000 1,137,000

Deferred income tax liabilities
Exploration and evaluation assets 526,000 601,000
Convertible debenture - 1,000
Total deferred income tax liabilities 526,000 602,000
Unrecognized deferred income tax assets 779,000 535,000
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e Asat August 31, 2012, expiration dates of losses available to reduce future years’ income tax are:

Federal Provincial

$ $

2032 767,000 767,000
2031 680,000 680,000
2030 721,000 721,000
2029 816,000 816,000
2027 266,000 226,000
2016 124,000 93,000
3,374,000 3,303,000

As at August 31, 2012, the Corporation has accumulated capital losses in Canada for income tax purposes
amounting to approximately $20,000 (2011: $193,000) and can be arrived forward indefinitely against future
capital gains.

Loss per share

For the years ended August 31, 2012 and 2011, the diluted loss per share was the same as the basic loss per share
since the potential dilutive instruments had an anti-dilutive effect. Accordingly, the basic and diluted loss per
share for those years were calculated using the basic weighted average number of shares outstanding 36,097,963
in 2012 and 29,247,703 in 2011.

Leases

Operating lease

The Company has minimum aggregate commitments under a nineteen (19) month operating lease amounting to
$61,745. Minimum lease payments are as follows:

$
2013 38,995
2014 22,750

Lease payments recorded as an expense in 2012 amount to $38,995 ($38,521 in 2011). This amount consists of
minimum lease payments. The Company’s operating lease will expire by March 31, 2014.

Obligations under finance leases

As at As at
August 31, September 1,
2011 2010
$ $

Obligation under finance lease, capital and interest repayable in
instalments up to July 2011 16,100 29,697
Less: Current portion of obligation under finance lease (16,100) (29,697)
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In January 2011, the Company had exercised its right on the finance lease. Effective February 1, 2011, the lease
obligation was ended and the final payment was paid in September 2011, after all the legal titles of the camp were
transferred to the Company.

Financial instruments, financial risks and capital management
Classification

The Company’s financial instruments as at August 31, 2012 consist of cash and cash equivalents, amounts
receivable, investments, accounts payable and accrued liabilities, advances received for exploration work and
others, and debenture payable. The fair value of these financial instruments, with the exception of investments,
approximates their carrying value due to their short-term maturity or to current market rates. It is management’s
opinion that the Company is not exposed to significant interest or credit risks arising from these financial
instruments.

The fair value of available-for-sale investments is established using the bid price on the most beneficial active
market for this instrument that is readily available to the Company. When a bid price is not available, the
Company uses the closing price of the most recent transaction on such instrument.

The classification of financial instruments is summarized as follows:
As at August 31, 2012

As at August 31, 2011 As at September 1, 2010

Carrying Eair Carrying Eair Carrying _
e . value value value Fair value
Classification value value
$ $ $
Financial assets
Cash and cash Loans and
equivalents receivable 1,402,610 1,402,610 3,834,831 3,834,831 2,704,823 2,704,823
Amounts Loans and
receivable receivable 299,392 299,392 154,764 154,764 461,957 461,957
Available
Investments for sale 207,224 207,224 386,405 386,405 377,561 377,561
1,909,226 1,909,226 4,376,000 4,376,000 3,544,341 3,544,341
Financial Liabilities
Accounts payable
and accrued
liabilities,
advances received Financial
for exploration liabilities at
work and others amortized cost 380,807 380,807 1,539,350 1,539,350 1,802,707 1,802,707
Debenture payable Financial
and convertible liabilities at
debentures amortized cost 177,000 177,000 554,718 554,718 1,219,047 1,219,047
Financial
Obligation under liabilities at
finance lease amortized cost - - 16,100 16,100 29,697 29,697
557,807 557,807 2,110,168 2,110,168 3,051,451 3,051,451
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The Company defines the fair value hierarchy under which its financial instruments are valued as follows: level 1
includes unadjusted quoted prices in active markets for identical assets or liabilities; level 2 includes inputs other
than quoted prices in level 1 that are observable for assets or liability, either directly or indirectly; and level 3
includes inputs for the asset or liability that are not based on observable market data. Investments are considered
alevel 1.

Financial risks

The Company has exposure to various financial risks, such as credit risk, liquidity risk and market risk from its
use of financial instruments.

Credit risk

The Company’s credit risk is primarily attributable to cash and cash equivalents, amounts receivable and
investments. Cash and cash equivalents are deposited in Canadian chartered bank accounts or invested in a
diversified manner in securities having an investment-grade rating, from which management believes the risk of
loss to be minimal.

The credit risk associated with amounts receivable from partners arises from the possibility that the partners may
not be able to repay their debts. These receivables result from exploration work carried out on properties under
option and operated by the Company. In 2012, an allowance for doubtful account of $40,282 ($47,320 in 2011)
was taken. The Company closely follows their cash position to reduce its credit risk on amounts receivable.

As at August 31, 2012, the Company had $2,670,013 in the amounts receivable, of which $1,705,603, represents
the refundable tax credit for 2011 and the 2010 mining duty credit. Management has filed a request with Revenu
Quebec to accelerate the process.

Liquidity risk

Liquidity risk is the risk that the Company will not have sufficient cash resources to meet its financial obligations
as they come due. The Company liquidity and operating results may be adversely affected if the Company’s
access to the capital market is hindered, whether as a result of a downturn in stock market conditions generally or
related to matters specific to the Company. The Company generates cash flow primarily from its financing
activities. The Company had a cash balance and cash equivalent of $1,402,610 ($3,834,831 at August 31, 2011)
to settle current liabilities of $480,807 ($1,655,450 at August 31, 2011). The Company regularly evaluates its
cash position to ensure preservation and security of capital as well as maintenance of liquidity.

The following are the contractual maturities of financial liabilities, including interest where applicable as at
August 31, 2012:

Carrying Contractual Oto12 12to 24 More than
amount cash flows months months 24 months
$ $ $ $ $

Accounts payable and accrued

liabilities, advances received

for exploration work and

others 380,807 380,807 380,807 - -
Non-current liabilities including

the current portion of

debenture payable 177,000 200,000 100,000 100,000 -
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Interest rate risk

Interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes in
market interest rates. The Company has not entered into any derivative contracts to manage this risk. The
Company’s policy as it relates to its cash balances is to invest excess cash in financial instruments held with a
Canadian charted bank.

As at August 31, 2012, the Company’s exposure to interest rate risk is summarized as follows:

Cash and cash equivalents Variable interest rate

Amounts receivable Non-interest bearing

Investments Non-interest bearing

Accounts payable and accrued liabilities, advances received for Non-interest bearing
exploration work and others

Debentures payable See note 10

Since Cash and cash equivalents are subject to variable interest rates, a fluctuation of interest rate will have no
impact on their fair value.

Equity risk

Equity risk is the risk that the fair value of a financial instrument varies due to equity market changes. Changes in
fair value of available-for-sale investments are recorded in other comprehensive income (loss). For the
Company's available-for-sale investments, a variation of + 10 % of the quoted market prices as at
August 31, 2012, would result in an estimated effect in Other comprehensive income (loss) of $21,000 ($38,000
for the year ended August 31, 2011).

Capital management

The Company considers the items included in Equity as capital components.

In terms of capital management, the objectives of the Company are to maximize its ability to be able to continue
as a going concern. Management reviews its capital management approach on an ongoing basis and, as needed,
the Company raises funds through private placements.

There were no significant changes in the Company’s approach to capital management during the year ended
August 31, 2012 and the Company is not subject to any externally imposed capital requirements, unless the

Company closes a flow-through placement in which case the funds are reserved in use for exploration expenses.
The variation of capital components is explained in the statements of changes in equity.
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Additional cash flow information

Investments received in consideration of option payments on exploration and
evaluation assets

Acquisition of exploration and evaluation assets included in accounts payable and
accrued liabilities, advances received for exploration work and others

Depreciation of property and equipment included in exploration and evaluation
assets

Stock-based compensation included in exploration and evaluation assets

Credit on duties refundable for loss and refundable tax credit for resources
presented as a reduction in exploration and evaluation assets

Provision for asset retirement obligations included in acquisition of property and
equipment.

Transition to IFRS
The effect of the Company’s transition to IFRS, is summarized in this note as follows:

a) Transition elections;

2012

61,440

106,419

628,768

237,970

2011

50,000
626,659

187,707
14,200

1,749,557

b) Reconciliation of statements of financial position, equity and comprehensive loss as previously reported

under Canadian GAAP to IFRS and explanatory notes; and
¢) Adjustments to the statement of cash flows.

a) Transition elections

IFRS 1, First Time Adoption of IFRS, offers the possibility to utilize certain exemptions from full retrospective
application of IFRS. The Company evaluated the options available and did not have to adopt any transition

exemptions.
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b)  Reconciliation of the statements of financial position, equity and comprehensive loss as previously reported under Canadian GAAP to IFRS

Assets

Current assets
Cash and cash equivalents
Amounts receivable
Related parties
Others
Prepaid expenses

Non-current assets

Mining rights receivable
Available-for-sale investments
Property and equipment
Intangible assets

Mining properties

Total assets

Note

August 31, 2011

September 1, 2010

Canadian Canadian
GAAP Adj. IFRS GAAP Adj. IFRS
$ $ 3 $ $ $
3,834,831 3,834,831 2,704,823 2,704,823
40,282 40,282 80,564 80,564
2,314,148 2,314,148 939,469 939,469
31,445 31,445 21,848 21,848
6,220,706 - 6,220,706 3,746,704 - 3,746,704
137,608 137,608 - -
386,405 386,405 377,561 377,561
92,555 92,555 282,422 282,422
14,157 14,157 4,597 4,597
7,561,643 7,561,643 3,947,274 3,947,274
8,192,368 - 8,192,368 4,611,854 - 4,611,854
14,413,074 - 14,413,074 8,358,558 - 8,358,558

IFRS description

Assets

Current assets
Cash and cash equivalents
Amounts receivable
Related party
Others
Prepaid expenses

Non-current assets

Mining rights receivable
Investments

Property and equipment
Intangible assets

Exploration and evaluation assets

Total assets
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Canadian GAAP

Liabilities

Current liabilities

Accounts payable and accrued liabilities
related parties

Accounts payable and accrued liabilities,
advances received for exploration work
and others

Current portion of debenture payable

Obligation under finance lease

Non-current liabilities

Debenture payable

Liability component of convertible
debentures

Deferred tax liability
Other liability

Total liabilities

Equity

Share capital

Warrants

Stock options

Equity component of convertible
debentures

Contributed surplus

Deficit

Accumulated other comprehensive loss

Total liabilities and equity

August 31, 2011

September 1, 2010

Canadian Canadian
Note GAAP Adj. IFRS GAAP Adj. IFRS
$ $ $ $ $ $
79,659 79,659 93,905 93,905
1,459,691 1,459,691 1,708,802 1,708,802
100,000 100,000 100,000 100,000
16,100 16,100 29,697 29,697
1,655,450 - 1,655,450 1,932,404 - 1,932,404
158,600 158,600 240,200 240,200
296,118 296,118 878,847 878,847

1,044 16,450

ii) - (1,044) - - (16,450) -
i) - - - - 52,346 52,346
454,718 - 454,718 1,119,047 52,346 1,171,393
2,110,168 - 2,110,168 3,051,451 52,346 3,103,797
i) 18,919,219 (81,640) 18,837,579 11,524,400 221,000 11,745,400
735,046 735,046 564,152 564,152
iii) 2,198,030 - 2,198,030 2,468,540 14,250 2,482,790
47,889 47,889 150,050 150,050
1,087,042 1,087,042 459,472 459,472
i), iii) (10,676,927) 81,640 (10,595,287) (9,851,659) (287,596) (10,139,255)
(7,393) (7,393) (7,848) (7,848)
12,302,906 - 12,302,906 5,307,107 (52,346) 5,254,761
14,413,074 - 14,413,074 8,358,558 - 8,358,558

IFRS Description

Liabilities and Equity

Current liabilities

Accounts payable and accrued liabilities
related parties

Accounts payable and accrued liabilities,
advances received for exploration work
and others

Current portion of debenture payable

Obligation under finance lease

Non-current liabilities

Debenture payable

Liability component of convertible
debentures

Deferred tax liability
Other liability

Total liabilities

Equity

Share capital

Warrants

Stock options

Equity component of convertible
debentures

Contributed surplus

Deficit

Accumulated other comprehensive loss

Total equity

Total liabilities and equity
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Canadian GAAP

Expenses

Salaries and fringe benefits

Professional and maintenance fees

Administration and office

Travelling and entertainment

Depreciation of property and equipment

Amortization of intangible assets

Allowance for doubtful accounts

Part XI11.6 tax

Stock-based compensation

Search of properties

Credit on duties refundable for loss and refundable tax
credit for resources

Write-off and write-down of mining properties

Interest income

Interest on debentures

Interest on obligation under finance lease
Interest and bank charges

For the year ended August 31, 2011

Canadian

Note GAAP Adj. IFRS
$ $ $
127,206 948,697
140,162 -
205,607 -
57,228 -
14,280 -
3,310 -
47,320 -
(628) -
iii) 368,460  (14,250) -
236,392 160,926
(75,466) -
70,895 70,895
1,180,518
(36,836) (36,838)
119,623 119,623
403 403

1,721 L1
84,909
1,279,677  (14,250) 1,265,427

IFRS Description

Expenses
General and administrative

General exploration

Impairment of exploration and evaluation
assets

Operating loss

Finance costs, net

Interest income

Interest on debentures

Interest on obligation under finance lease
Interest and bank charges
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For the year ended August 31, 2011

Canadian
Note GAAP Adj. IFRS
Canadian GAAP $ $ $
Other income (expenses)

Gain on option payments on mining properties 171,639 171,639

Gain on termination of option on mining properties 174,174 174,174

Management fees 67,026 67,026

Gain on sale of long-term investments 41,570 41,570

454,409 - 454,409

Loss before income tax (825,268) 14,250 (811,018)

Recovery of deferred income tax i) - 354,986 354,986

Loss for the year (825,268) 369,236  (456,032)
Other comprehensive income (l10ss)

Unrealized gain on available-for-sale investments 42,025 42,025

Reclassification of the gain on sale of available-for-

sale investments to statement of loss (41,570) (41,570)

455 - 455

Comprehensive income (loss) for the year (824,813) 369,236  (455,577)

Basic and diluted loss per share (0.03) (0.02)

Weighted average number of shares outstanding 29,247,703 29,247,703

IFRS Description

Other gains and losses

Gain on option payments on exploration and evaluation assets
Gain on termination of option on exploration and evaluation assets

Management fees
Gain on sale of available-for-sale investments

Loss before income tax
Recovery of deferred income tax

Loss for the year

Other comprehensive income (loss)
Unrealized gain on available-for-sale investments
Reclassification of the gain on sale of available-for-sale investments
to loss for the year

Comprehensive loss for the year
Basic and diluted net loss per share

Weighted average number of shares outstanding
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Some amounts on the statements of comprehensive loss have been reclassified to conform to the presentation
adopted under IFRS, as the statement of comprehensive loss incorporated expenses by function and by nature
which is not permitted under IFRS.

Explanatory notes

i)

i)

Under Canadian GAAP, when flow-through shares are issued, they are initially recorded in share
capital at their issue price. On the date the expenses are renounced (by filing the prescribed forms) to
the investors, a future tax liability is recognized as a cost of issuing the shares (a reduction in share
capital). Under IFRS, flow-through shares are recognized based on the quoted price of the existing
shares on the date of the issue. The difference between the amount recognized in share capital and the
amount the investors pay for the shares (premium) is recognized as other liability which is reversed
into earnings as deferred tax recovery when eligible expenditures have been made. The tax effect
resulting from the renunciation is recorded as a deferred tax expense when eligible expenditures have
been made.

Under Canadian GAAP, there is an exception where there is no future income tax to record when the
settlement of the liability component of compound financial instruments, in accordance with its terms,
might occur without tax impact. When the entity is able to settle the instrument without the
incidence of tax, the tax basis of the liability component is considered to be the same as its carrying
amount and there is no temporary difference.

Under IFRS, deferred taxes relating to the liability component of compound financial instruments
would be recorded if the carrying amount of the liability component differs from its tax basis.

In 2008, the Company issued convertible debentures for which no future income tax liability was
recorded under Canadian GAAP. Upon transition to IFRS, the Company calculated the deferred tax
liability arising from this liability.

IFRS 2 "Share-Based Payment" requires that stock options granted in tranches with different vesting
dates be recognized separately and fair value determined for each grant. As at September 1, 2010,
each tranche’s compensation cost was recalculated using the new method and amortized over their
respective vesting period.

c) Adjustments to the statement of cash flows

The transition from Canadian GAAP to IFRS had no significant impact on the statement of cash flows.
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