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The accompanying notes are an integral part of these unaudited interim consolidated financial statements

Trelawney Mining and Exploration Inc.

Unaudited Interim Consolidated Statement of Financial Position
(Expressed in Canadian Dollars)

As at 
September 30, 

2011
December 31, 

2010
January 1, 

2010

(Note 2) (Note 2)

Assets

  Current Assets

Cash and cash equivalents (Note 14) $ 86,506,084 $  54,219,416 $ 10,593,347

Other financial assets (Note 6) 902,269 87,375 32,500

HST and other receivables (Note 18) 1,757,605 772,525 76,854

Prepaid expenses and advances (Note 16) 521,613 211,817 8,937

89,687,571 55,291,133 10,711,638

  Restricted Cash (Note 14) 738,357 586,198 47,350

  Deposits (Note 16) 169,500 539,000 -

  Promissory notes receivable (Note 9) 120,645 - -

  Investment in associate (Note 20) 2,500,000 - -

  Property, plant and equipment (Note 4) 8,646,632 5,663,559 -

  Deferred acquisition costs (Note 5) 87,916,178 10,085,494 5,639,494

$189,778,883 $  72,165,384 $ 16,398,482

Liabilities

  Current Liabilities

Trade and other payables (Notes 19 & 9) $  7,456,574 $     2,791,245       $      794,941

        Current portion of capital lease obligations  (Note 15) 300,270 318,193 -

7,756,844 3,109,438 794,941

  Property option payable (Note 5(d)) - - 1,000,000

  Capital lease obligations (Note 15) 235,823 660,648 -

Asset retirement obligation  (Note 7) 362,398 443,114 -

8,355,065 4,213,200 1,794,941

Shareholders’ equity  

Capital stock (Note 10) 238,387,121 97,953,082 19,222,646

Share based payment reserve (Note 12) 31,993,711 5,167,351 2,169,119

Warrants reserve (Note 11) 1,496,400 2,192,200 3,831,000

Accumulated deficit (95,320,032) (37,360,449) (10,619,224)

      Equity attributable to owners of the Company 176,557,200 67,952,184 14,603,541

      Non-controlling interest 4,866,618 - -

Total shareholders’ equity 181,423,818 67,952,184 14,603,541

$189,778,883 $  72,165,384 $ 16,398,482



The accompanying notes are an integral part of these unaudited interim consolidated financial statements

Trelawney Mining and Exploration Inc.

Unaudited Interim Consolidated Statements of Loss, Comprehensive Loss
(Expressed in Canadian Dollars)

Three 
months 

ended 
September

30, 2011

Three 
months 
ended 

September
30, 2010

Nine      
months 

ended 
September

30, 2011

Nine      
months 
ended 

September
30, 2010

(Note 2) (Note 2)

Administrative Expenses

Management and consulting fees (Note 9) $       79,820      $     103,113   $    260,476      $      322,261

Promotion and travel 150,565 307,913 680,224 601,951

Investor relations 56,760 3,893 178,968 28,893

Office and general 213,759 370,805 841,827 680,396

Professional fees (Note 9) 103,690 97,013 285,476 267,371

Share-based payments (Note 10) - 150,700 27,232,240 3,269,700

Exploration & evaluation expenditures (Notes 17 & 9) 8,600,641 6,053,129 25,708,560 11,738,888

Shareholders’ information 92,834 31,970 372,247 109,459

Salaries and benefits (Note 9) 541,034 314,027 2,086,301 617,578

9,839,103 7,432,563 57,646,319 17,636,497

Other Expenses

Realized (gain) loss on other financial assets (Note 21) (730,780) - 250,139 -

Unrealized (gain) loss on other financial assets (Note 6) 19,899 (15,750) 63,125 (8,000)

Net loss and comprehensive loss 9,128,222 7,416,813 57,959,583 17,628,497

Loss for the period attributable to:

Equity holders of the Company 9,128,222 7,416,813 57,959,583 17,628,497

Non-controlling interest - - - -

9,128,222 7,416,813 57,959,583 17,628,497

Net loss per share – basic and diluted 6.3¢ 8.5¢ 44.2¢ 22.0¢

Weighted average # of shares outstanding – basic & diluted 143,970,824 87,770,149 131,211,747 80,205,630
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The accompanying notes are an integral part of these unaudited interim consolidated financial statements

Trelawney Mining and Exploration Inc.

Unaudited Interim Consolidated Statements of Cash Flow

(Expressed in Canadian Dollars)

Nine month period ended September 30, 2011 2010

(Note 2)

Operations

Net loss $    (57,959,583) $   (17,628,497)

Adjustments to reconcile net loss to cash flow from 
operating activities:

           Share based payments (Note 10) 27,232,240 3,269,700

           Unrealized loss on other financial assets 63,125 (8,000)

           Realized loss on other financial assets 250,139 -

           Loss on disposal of property, plant and equipment 34,406 -

           Shares issued for geological data 2,719,000 -

           Shares issued for property 100,000 -

           Shares received on disposal of property (1,081,964) -

           Asset retirement obligation (103,014) 435,921

           Accretion expense 22,298 -

           Amortization 905,553 202,297

Net change in non-cash operating working capital items:

Prepaid expenses (192,165) (176,803)

HST and other receivables (496,221) (600,836)

Trade and other payables 3,506,003 589,007

(25,000,183) (13,917,211)

Financing

Issuance of share capital, net of issue costs 55,942,965 16,823,699

Payment of capital lease obligation (471,563) -

Loans (120,645)                                  -

55,350,757 16,823,699

Investing

Additions to property, plant and equipment (3,819,217)     (4,254,463)

Proceeds from sale of property, plant and equipment 225,000 -

Purchase of other financial assets (2,119,507) -

Proceeds from disposals of other financial assets 149,768 -

Investment in associate (Note 20) (1,000,000) -

Cash acquired on corporate acquisition 11,349,665 -

Additions to deferred acquisition costs (2,867,651) (1,516,637)

Deposits 69,500 -

Restricted cash (51,464) (539,343)

1,936,094 (6,310,443)

Net increase (decrease) in cash and cash equivalents 32,286,668 (3,403,955)

Cash and cash equivalents, beginning of period 54,219,416 10,593,347

Cash and cash equivalents, end of period $    86,506,084 $ 7,189,392



Trelawney Mining and Exploration Inc.

Notes to Unaudited Consolidated Financial Statements
For the Three and Nine Month Periods Ended September 30, 2011 and 2010

General

Trelawney Mining and Exploration Inc. (Trelawney or the Company) was incorporated under the laws of the 
Province of Ontario, Canada.  Its principal business activities are mineral exploration, primarily gold, in Ontario.  
On April 16, 2009 the Company filed Articles of Amendment to change its name from Trelawney Resources Inc. 
to Trelawney Mining and Exploration Inc. These articles also authorized a five for one share consolidation of 
the Company’s issued and outstanding shares. 

Trelawney is in the process of exploring its mineral properties and has not yet determined whether the 
properties contain economically recoverable reserves.  The recovery of expenditures capitalized to mineral 
properties consisting of deferred acquisition costs is dependent upon the existence of economically recoverable 
mineralization, the ability of Trelawney to obtain financing necessary to complete the exploration and the 
development of the mineral properties, and upon future profitable production or alternatively, on the sufficiency 
of proceeds from disposition.

1. Basis of Preparation

1.1 Statement of compliance

These consolidated interim financial statements (“Financial Statements”) are unaudited and have been 
prepared in accordance with IAS 34 ‘Interim Financial Reporting’ (“IAS 34”) using accounting policies consistent 
with the International Financial Reporting Standards (“IFRS”) issued by the International Accounting Standards 
Board (“IASB”) and Interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”).

The policies applied in these interim financial statements are based on IFRS issued and outstanding as of 
November 29, 2011, the date the Board of Directors approved the financial statements. Any subsequent 
changes to IFRS that are given effect in the annual consolidated financial statements for the year ending 
December 31, 2011 could result in restatement of these interim financial statements, including the transition 
adjustments recognized on change-over to IFRS.

These are the Company’s third IFRS consolidated interim financial statements for part of the period covered by 
the Company’s first IFRS consolidated annual financial statements for the year ending December 31, 2011.  
Previously, the Company prepared its consolidated annual and consolidated interim financial statements in 
accordance with Canadian Generally Accepted Accounting Principles (“GAAP”).

The Company’s disclosures exceed the minimum requirements under IAS 34. The Company has elected to 
exceed the minimum requirements in order to present the Company’s accounting policies in accordance with 
IFRS and the additional disclosures required under IFRS, which also highlight the changes from the Company’s 
2010 annual consolidated financial statements prepared in accordance with Canadian GAAP. In 2012 and 
beyond, the Company may not provide the same amount of disclosure in the Company’s interim consolidated 
financial statements under IFRS as the reader will be able rely on these and the annual consolidated financial 
statements which will be prepared in accordance with IFRS.

1.2 Basis of presentation

The consolidated financial statements have been prepared on the historical cost basis except for certain 
non-current assets and financial instruments, which are measured at fair value, as explained in the accounting 
policies set out in Note 3. The comparative figures presented in these interim consolidated financial statements 
are in accordance with IFRS.
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1. Basis of Preparation (continued)

1.3 Adoption of new and revised standards and interpretations
The IASB issued a number of new and revised International Accounting Standards, International Financial 
Reporting Standards, amendments and related interpretations which are effective for the Company’s financial 
year beginning on or after January 1, 2011.  For the purpose of preparing and presenting the Financial 
Statements for the relevant periods, the Company has consistently adopted all these new standards for the 
relevant reporting periods.

At the date of these Financial Statements, the IASB and IFRIC has issued the following new and revised 
Standards and Interpretations which are not yet effective for the reporting periods presented.

• IFRS 9 ‘Financial Instruments: Classification and Measurement’ – effective for annual periods beginning on 
or after January 1, 2013, with early adoption permitted, introduces new requirements for the classification 
and measurement of financial instruments.  

• IFRS 10 ‘Consolidated Financial Statements’ – effective for annual periods beginning on or after January 
1, 2013, with early adoption permitted, establishes principles for the presentation and preparation of 
consolidated financial statements when an entity controls one or more other entities.

• IFRS 11 ‘Joint Arrangements’ - effective for annual periods beginning on or after January 1, 2013, with 
early adoption permitted, provides for a more realistic reflection of joint arrangements by focusing on the 
rights and obligations of the arrangement, rather than its legal form.

• IFRS 12 ‘Disclosure of Interests in Other Entities’ - effective for annual periods beginning on or after 
January 1, 2013, with early adoption permitted, requires the disclosure of information that enables users of 
financial statements to evaluate the nature of, and risks associated with its interests in other entities and 
the effects of those interests on its financial position, financial performance and cash flows.

• IFRS 13 ‘Fair Value Measurement’ - effective for annual periods beginning on or after January 1, 2013, 
with early adoption permitted, provides the guidance on the measurement of fair value and related 
disclosures through a fair value hierarchy.

• IFRIC 20 ‘Stripping Costs in the Production Phase of a Surface Mine’ – IFRIC 20 provides guidance on 
the accounting for the costs of stripping activity in the production phase of surface mining when two 
benefits accrue to the entity from the stripping activity: useable ore that can be used to produce inventory 
and improved access to further quantities of material that will be mined in future periods.  IFRIC 20 must 
be applied starting January 1, 2013 with early adoption permitted.

The Company has not early adopted these standards, amendments and interpretations.  The Company is 
currently assessing what impact the application of these standards or amendments will have on the 
consolidated financial statements of the Company.

2. Adoption of IFRS

The Company has adopted IFRS on January 1, 2011 with a transition date of January 1, 2010. Under IFRS 1 
‘First time Adoption of International Financial Reporting Standards’, the IFRS are applied retrospectively at the 
transition date with all adjustments to assets and liabilities as stated under GAAP taken to deficit unless certain 
exemptions are applied. 

The Company elected to take the following IFRS 1 optional exemptions:

• to apply the requirements of IFRS 3, Business Combinations, prospectively from the Transition Date;
• to apply the requirements of IFRS 2, Share-based payments, only to equity instruments granted after 

November 7, 2002 which had not vested as of the Transition Date.
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2. Adoption of IFRS (continued)

Below is the Company’s Consolidated Statement of Financial Position as at the transition date of January 1, 
2010 under IFRS.

As at January 1, 2010

GAAP

Effect of 
transition to 

IFRS IFRS Notes

Assets

  Current Assets

Cash and cash equivalents $  10,593,347 - $  10,593,347

Other financial assets 32,500 - 32,500

HST and other receivables 76,854 - 76,854

Prepaid expenses 8,937 - 8,937

10,711,638 - 10,711,638

  Restricted cash 47,350 - 47,350

  Deferred acquisition costs 10,821,403 (5,181,909) 5,639,494 (a)

$ 21,580,391  (5,181,909) $  16,398,482

Liabilities

  Current Liabilities

Trade and other payables $    794,941       - $    794,941       

794,941 - 794,941

  Deferred property option payable  1,000,000 - 1,000,000

1,794,941 - 1,794,941

Shareholders’ equity  

Capital stock 19,222,646 - 19,222,646

Contributed surplus 5,983,119 (5,983,119) - (c)

Share based payment reserve - 2,169,119 2,169,119 (c)

Warrants reserve - 3,831,000 3,831,000 (b), (c)

Accumulated deficit (5,420,315) (5,198,909) (10,619,224) (a), (b)

19,785,450 (5,181,909) 14,603,541

$ 21,580,391  (5,181,909) $  16,398,482
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2. Adoption of IFRS (continued)

IFRS employs a conceptual framework that is similar to Canadian GAAP. The adoption has resulted in 
significant changes to the reported financial position, results of operations, and cash flows of the Company. 
Presented below are reconciliations prepared by the Company to reconcile to IFRS the assets, liabilities, equity, 
net loss and cash flows of the Company from those reported under Canadian GAAP:

Reconciliation of assets, liabilities and shareholders’ equity

As at September 30, 2010

GAAP

Effect of 
transition to 

IFRS IFRS Notes

Assets

  Current Assets

Cash and cash equivalents $   7,189,392  - $   7,189,392

Other financial assets 74,500 - 74,500

HST and other receivables 677,690 - 677,690

Prepaid expenses 185,740 - 185,740

8,127,322 - 8,127,322

  Restricted cash 586,693 - 586,693

  Property, plant and equipment 4,332,235 - 4,332,235

  Deferred acquisition costs 25,840,928 (16,920,797) 8,920,131 (a)

$ 38,887,178  (16,920,797) $ 21,966,381  

Liabilities

  Current Liabilities

Trade and other payables $ 1,598,345   - $ 1,598,345   

        Property option payable 1,000,000 - 1,000,000

2,598,345   - 2,598,345   

  Capital lease obligations 65,672 - 65,672

  Provision for mine closure 435,921 - 435,921

3,099,938 - 3,099,938

Shareholders’ equity  

Capital stock 37,570,599 988,000 38,558,599 (d)

Contributed surplus 8,555,565 (8,555,565) - (c)

Share based payment reserve - 5,307,065 5,307,065 (c)

Warrants reserve - 3,248,500 3,248,500 (b), (c)

Accumulated Deficit (10,338,924) (17,908,797) (28,247,721) (a), (b), (d)

35,787,240 (16,920,797) 18,866,443

$ 38,887,178  (16,920,797) $ 21,966,381  



Trelawney Mining and Exploration Inc.

Notes to Unaudited Consolidated Financial Statements
For the Three and Nine Month Periods Ended September 30, 2011 and 2010

2. Adoption of IFRS (continued)

Reconciliation of assets, liabilities and shareholders’ equity

As at December 31, 2010

GAAP

Effect of 
transition to 

IFRS IFRS Notes

Assets

  Current Assets

Cash and cash equivalents $  54,219,416 - $  54,219,416

Other financial assets 87,375 - 87,375

HST and other receivables 772,525 - 772,525

Prepaid expenses 211,817 - 211,817

55,291,133 - 55,291,133

  Restricted Cash 586,198 - 586,198

  Deposits 539,000 - 539,000

  Property, plant and equipment 5,663,559 - 5,663,559

  Deferred acquisition costs 30,300,790 (20,215,296) 10,085,494 (a)

$    92,380,680  (20,215,296) $  72,165,384

Liabilities

  Current Liabilities

Trade and other payables $     2,791,245       - $     2,791,245       

Short term portion of capital lease 
obligation (Note 9)

318,193 - 318,193

3,109,438 - 3,109,438

  Capital lease obligations 660,648 - 660,648

  Asset retirement obligation  443,114 - 443,114

4,213,200 - 4,213,200

Shareholders’ equity  

Capital stock 97,953,082 - 97,953,082

Contributed surplus 7,359,551 (7,359,551) - (c)

Share based payment reserve - 5,167,351 5,167,351 (c)

Warrants reserve - 2,192,200 2,192,200 (c)

Accumulated Deficit (17,145,153) (20,215,296) (37,360,449)     (a), (b)

88,167,480 (20,215,296) 67,952,184

$    92,380,680  (20,215,296) $  72,165,384
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2. Adoption of IFRS (continued)

Reconciliation of loss and comprehensive loss

Nine months ended September 30, 2010

GAAP

Effect of 
transition to 

IFRS IFRS Notes

Administrative Expenses

Management and consulting fees 442,261 - 442,261

Promotion and travel 601,951 - 601,951

Investor relations 28,893 - 28,893

Office and general 680,396 - 680,396

Salaries 497,578 - 497,578

Professional fees 267,371 - 267,371

Share based payments 3,286,700 (17,000) 3,269,700 (b)

Exploration and evaluation expenditures - 11,738,888 11,738,888 (a)

Shareholders’ information 109,459 - 109,459

5,914,609 11,721,888 17,636,497

Unrealized gain on other financial assets (8,000) - (8,000)

Net Loss before income taxes 5,906,609 11,721,888 17,628,497

Deferred income tax recovery (988,000) 988,000 - (d)

Net loss and Comprehensive loss 4,918,609 12,709,888 17,628,497
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2. Adoption of IFRS (continued)

Reconciliation of loss and comprehensive loss

Three months ended September 30, 2010

GAAP

Effect of 
transition to 

IFRS IFRS Notes

Administrative Expenses

Management and consulting fees 103,113 - 103,113

Promotion and travel 307,913 - 307,913

Investor relations 3,893 - 3,893

Office and general 370,805 - 370,805

Salaries 314,027 - 314,027

Professional fees 97,013 - 97,013

Share based payments 167,700 (17,000) 150,700 (b)

Exploration and evaluation expenditures - 6,053,129 6,053,129 (a)

Shareholders’ information 31,970 - 31,970

1,396,434 6,036,129 7,432,563

Unrealized gain on other financial assets (15,750) - (15,750)

Net loss and Comprehensive loss 1,380,684 6,036,129 7,416,813
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2. Adoption of IFRS (continued)

Reconciliation of loss and comprehensive loss

Year ended December 31, 2010

GAAP

Effect of 
transition to 

IFRS IFRS Notes

Administrative Expenses

Management and consulting fees 470,244 - 470,244

Promotion and travel 535,210 - 535,210

Office and general 891,268 - 891,268

Professional fees 357,368 - 357,368

Share based payments 3,238,460 (17,000) 3,221,460 (b)

Exploration and evaluation costs - 17,843,499 17,843,499 (a)

Shareholders’ information 504,467 - 504,467

Salaries and benefits 2,847,789 - 2,847,789

8,919,600 17,826,499 26,746,099

Write-down of mineral properties 2,923,113 (2,810,113) 113,000 (a)

Unrealized gain on marketable securities (20,875) - (20,875)

Net Loss and comprehensive loss before

income taxes 11,821,838 15,016,386 26,838,224

Deferred income tax recovery (97,000) - (97,000)

Net loss and Comprehensive loss 11,724,838 15,016,386 26,741,224

Investor relations 74,794 -       74,794
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2. Adoption of IFRS (continued)

Reconciliation of Cash Flows

Nine months ended September 30, 2010

GAAP

Effect of 
transition to 

IFRS IFRS Notes

Operations

Net loss (4,918,609) (12,709,888) (17,628,497) (a)

Adjustments to reconcile net loss to cash flow from 
operating activities:

Stock-based compensation 3,286,700 (17,000) 3,269,700

Unrealized loss on other financial assets (8,000) - (8,000)

Deferred income tax recovery (988,000) 988,000 - (d)

Asset retirement obligation - 435,921 435,921         (a)

Amortization 5,129 197,168 202,297 (a)

Net change in non-cash operating working 
capital items:

Prepaid expenses (176,803) - (176,803)

GST recoverable (600,836) - (600,836)

Accounts payable and accruals 759,837 (170,830) 589,007 (a)

(2,640,582) (11,276,629) (13,917,211)

Financing

Issuance of share capital 16,823,699 - 16,823,699

16,823,699 - 16,823,699

Investing

Additions to property, plant and equipment (4,254,463) - (4,254,463)

Additions to mineral properties (12,793,266) 11,276,629 (1,516,637) (a)

Restricted cash (539,343) - (539,343) (a)

(17,587,072) 11,276,629 (6,310,443)

Net increase in cash and cash equivalents (3,403,955) - (3,403,955)

Cash and cash equivalents, beginning of period 10,593,347 - 10,593,347

Cash and cash equivalents, end of period $ 7,189,392 - $ 7,189,392
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2. Adoption of IFRS (continued)

Reconciliation of Cash Flows

Year ended December 31, 2010

GAAP

Effect of 
transition to 

IFRS IFRS Notes

Operations

Net loss (11,724,838) (15,016,386) (26,741,224)

Adjustments to reconcile net loss to cash flow from 
operating activities:

Stock-based compensation 3,238,460 (17,000) 3,221,460 (b)

Write-down of mineral properties 2,923,113 (2,810,113) 113,000 (a)

Amortization 21,363 480,831 502,194 (a)

Gain on marketable securities (20,875) - (20,875)

Gain on sale of capital asset (22,800) - (22,800)

Accretion expense 7,193 - 7,193

Asset retirement obligation - 435,921 435,921 (a)

Deferred income tax recovery (97,000) - (97,000)

Net change in non-cash operating working capital items:

Prepaid expenses (202,880) - (202,880)

GST recoverable (695,671) - (695,671)

Accounts payable and accruals 1,527,249 471,371 1,998,620 (a)

(5,046,686) (16,455,376) (21,502,062)

Financing

Issuance of share capital 72,783,408 - 72,783,408

72,783,408 - 72,783,408

Investing

Additions to capital assets (5,098,787) - (5,098,787)

Additions to mineral properties (16,866,376) 16,455,376 (411,000) (a)

Payment of property option payable (1,000,000) - (1,000,000)

Payment of capital lease obligation (67,642) - (67,642)

Deposits (539,000) - (539,000)

Restricted cash (538,848) - (538,848)

(24,110,653) 16,455,376 (7,655,277)

Net increase in cash and cash equivalents 43,626,069 - 43,626,069

Cash and cash equivalents, beginning of year 10,593,347 - 10,593,347

Cash and cash equivalents, end of year $ 54,219,416 - $ 54,219,416 
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2. Adoption of IFRS (continued)

Notes to Reconciliations

a) Acquisition, exploration and evaluation expenditures

Under Canadian GAAP –The Company used the policy to defer the cost of mineral properties and their related 
exploration and development expenditures until the properties are placed into production, sold or abandoned. 
These costs would be amortized over the estimated useful life of the properties following the commencement of 
production. Cost includes both the cash consideration as well as the fair market value of any securities issued 
on the acquisition of mineral properties. Properties acquired under option agreements or joint ventures, 
whereby payments were made at the sole discretion of the Company, were recorded in the accounts at such 
time as the payments are made. The proceeds from property options granted reduced the cost of the related 
property and any excess over cost is applied to income. 

Under IFRS – All direct costs related to the acquisition of mineral property interests are capitalized into 
intangible assets on a property by property basis. Exploration costs, net of incidental revenues, are charged to 
operations in the period incurred until such time as it has been determined that a property has economically 
recoverable reserves, in which case subsequent exploration costs and the costs incurred to develop a property 
are capitalized into PPE. On the commencement of commercial production, depletion of each mining property 
will be provided on a unit-of-production basis using estimated resources as the depletion base.

b) Share-based Payment

Under Canadian GAAP – The fair value of stock-based awards with graded vesting were calculated as one
grant and the resulting fair value was recognized on a straight-line basis over the vesting period. Forfeitures of 
awards were recognized as they occurred.

Under IFRS – Each tranche of an award with different vesting dates is considered a separate grant for the 
calculation of fair value, and the resulting fair value is amortized over the vesting period of each of the 
respective tranches. Forfeiture estimates are recognized on the grant date and revised for actual experiences in 
subsequent periods.

c) Equity Reserves

Under Canadian GAAP –The Company recorded the value of share based payments and warrants issued to 
contributed surplus.

Under IFRS – IFRS requires an entity to present for each component of equity, a reconciliation between the 
carrying amount at the beginning and end of the period, separately disclosing each change. IFRS requires a 
separate disclosure of the value that relates to "Reserves for warrants", "Reserves for share based payments"
and any other component of equity. 

d) Flow through Shares

Under Canadian GAAP –
The resource expenditure deductions for income tax purposes related to exploratory and development activities 
funded by flow-through shares arrangements are renounced to investors in accordance with tax legislation.  
The deferred income taxes relating to the temporary difference that arise when the qualifying expenditures are 
incurred were recorded at the time of filing the renunciation with the tax authorities.  The recognition of the 
deferred income tax liability results in a corresponding reduction to the carrying value of the shares issued.
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2. Adoption of IFRS (continued)

Under IFRS –
• The obligation to renounce tax deductions at the time of issuance of flow-through shares is recorded as a 

liability in accordance with IAS 37, “Provisions, Contingent Liabilities and Contingent Assets” measured 
using a residual or a relative fair value method. This obligation is released into the statement of 
comprehensive income as a gain as and when the Company incurs qualifying expenditures (i.e. fulfilling its 
obligation to renounce tax attributes).

• A deferred tax liability is recognized (with the debit to statement of comprehensive income), in accordance 
with IAS 12, Income Taxes, in respect of the taxable temporary difference that arises from the difference 
between the carrying amount of eligible expenditures capitalized as an asset in the statement of financial 
position and its tax base.

3. Summary of Significant Accounting Policies

3.1 Basis of consolidation
The consolidated financial statements include the financial statements of the Company, its subsidiaries: 100% 
owned Terex Resources Inc. (“TRL”) and 93% owned Augen Gold Corp (“Augen”). Control is achieved when 
the Company has the power to govern the financial and operating policies of an entity so as to obtain benefits 
from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated statement of 
comprehensive income from the effective date of acquisition or up to the effective date of disposal, as 
appropriate.

All intra-Company transactions, balances, income and expenses are eliminated in full on consolidation.

Non-controlling interests represent the fair value of net assets in subsidiaries, as at the date of acquisition, that 
are not held by the Company.  Non-controlling interests in the net assets of consolidated subsidiaries are 
identified as a separate component of shareholders’ equity. Non-controlling interests consist of the amount of 
those interests at the date of the original acquisition and the non-controlling interests’ share of changes in 
equity since the date of the combination. Losses applicable to the non-controlling interests in excess of their 
interest in the subsidiary’s equity are allocated against the interests of the Company except to the extent that 
the non-controlling interests have a binding obligation and are able to make an additional investment to cover 
the losses.  

When control of a subsidiary is acquired in stages, its carrying value prior to the change in control is compared 
with the fair value of the identifiable net assets at the date of change in control.  If the fair value is greater 
than/less than the carrying value, a gain/loss is recorded in the consolidated statement of loss.

3.2 Investments in associates (equity-accounted investees)
Associates are those entities in which the Group has significant influence, but not control, over the financial and 
operating policies.  Investments in associates are accounted for using the equity method (equity-accounted 
investees) and are recognised initially at cost.  The cost of the investment includes transaction costs.  The 
consolidated financial statements include the Group’s share of the profit or loss and other comprehensive 
income of equity-accounted investees, after adjustments to align the accounting policies with those of the 
Group from the date that significant influence or joint control commences until the date that significant influence 
ceases.  When the Group’s share of losses exceeds its interest in an equity-accounted investee, the carrying 
amount of that interest, including any long-term investments, is reduced to zero, and the recognition of further 
losses is discontinued except to the extent that the Group has an obligation or has made payments on behalf of 
the investee.
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3.2 Investment in associates (equity-accounted investees)

At the end of each reporting period, the Group assesses whether there is any objective evidence that its 
investment in associates are impaired.  If this is the case, the Group evaluates the amount of impairment as the 
difference between the recoverable amount of the associate and its carrying value and recognizes the amount 
in the share of loss of the associate in the consolidated statement of loss.

3.3 Property, plant and equipment (“PPE”)
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment 
losses. The cost of an item of PPE consists of the purchase price, any costs directly attributable to bringing the 
asset to the location and condition necessary for its intended use and an initial estimate of the costs of 
dismantling and removing the item and restoring the site on which it is located.

Depreciation is provided at rates calculated to write off the cost of PPE, less their estimated residual value, 
using the straight line method or unit-of-production method over the following expected useful lives:

• Buildings            10 years
• Computer equipment              3 years
• Furniture and fixtures         4 - 5 years
• Mining equipment       8 - 10 years
• Various equipment              3 years
• Vehicles              2 years

On the commencement of commercial production, depletion of each mining property will be provided on a 
unit-of-production basis using estimated resources as the depletion base.

The Company conducts an annual assessment of the residual balances, useful lives and depreciation methods 
being used for PPE and any changes arising from the assessment are applied by the Company prospectively.

Where an item of plant and equipment comprises major components with different useful lives, the components 
are accounted for as separate items of plant and equipment. Expenditures incurred to replace a component of 
an item of property, plant and equipment that is accounted for separately, including major inspection and 
overhaul expenditures are capitalized.

An item of PPE is derecognized upon disposal, when held for sale or when no future economic benefits are 
expected to arise from the continued use of the asset. Any gain or loss arising on disposal of the asset, 
determined as the difference between the net disposal proceeds and the carrying amount of the asset, is 
recognized in the consolidated statement of comprehensive loss.

3.4 Deferred acquisition costs
All direct costs related to the acquisition of mineral property interests are capitalized into intangible assets on a 
property by property basis. Exploration costs, net of incidental revenues, are charged to operations in the 
period incurred until such time as it has been determined that a property has economically recoverable 
reserves, in which case subsequent exploration and evaluation costs and the costs incurred to develop a 
property are capitalized into PPE. 



Trelawney Mining and Exploration Inc.

Notes to Unaudited Consolidated Financial Statements
For the Three and Nine Month Periods Ended September 30, 2011 and 2010
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3.5 Decommissioning, restoration and similar liabilities (“Asset retirement obligation” or “ARO”)
The Company recognizes liabilities for statutory, contractual, constructive or legal obligations, including those 
associated with the reclamation of mineral properties and PPE, when those obligations result from the 
acquisition, construction, development or normal operation of the assets. Initially, a liability for an asset 
retirement obligation is recognized as its fair value in the period in which it is incurred. Upon initial recognition of 
the liability, the corresponding asset retirement obligation is added to the carrying amount of the related mineral 
property asset in the case where technical feasibility has been established, and expensed if technical feasibility 
is yet to be established.  Once capitalized, the cost is amortized as an expense over the economic life of the 
asset using either the unit-of-production method or the straight-line method, as appropriate.  Following the initial 
recognition of the asset retirement obligation, the carrying amount of the liability is increased for the passage of 
time and adjusted for changes to the current market-based discount rate, and the amount or timing of the 
underlying cash flows needed to settle the obligation.

3.6 Share based payments

Share based payment transactions
Employees (including directors and senior executives) of the Company receive a portion of their remuneration 
in the form of share-based payment transactions, whereby they render services as consideration for equity 
instruments (“equity-settled transactions”), which are measured at the fair value of the share based payments.

In situations where equity instruments are issued to non-employees and some or all of the goods or services 
received by the entity as consideration cannot be specifically identified, they are measured at fair value of the 
share-based payment.

Equity settled transactions

The costs of equity-settled transactions with employees are measured by reference to the fair value at the date 
on which they are granted.

The costs of equity-settled transactions are recognized, together with a corresponding increase in equity, over 
the period in which the performance and/or service conditions are fulfilled, ending on the date on which the 
relevant employees become fully entitled to the award (“the vesting date”). The cumulative cost is recognized 
for equity-settled transactions at each reporting date until the vesting date reflects the Company’s best estimate 
of the number of equity instruments that will ultimately vest. The profit or loss charge or credit for a period 
represents the movement in cumulative expense recognized as at the beginning and end of that period and the 
corresponding amount is represented in share option reserve.

No expense is recognized for awards that do not ultimately vest.

Where the terms of an equity-settled award are modified, the minimum expense recognized is the expense as if 
the terms had not been modified. An additional expense is recognized for any modification which increases the 
total fair value of the share-based payment arrangement, or is otherwise beneficial to the employee as 
measured at the date of modification.

The dilutive effect of outstanding options is reflected as additional dilution in the computation of earnings per 
share.



Trelawney Mining and Exploration Inc.

Notes to Unaudited Consolidated Financial Statements
For the Three and Nine Month Periods Ended September 30, 2011 and 2010

3. Summary of Significant Accounting Policies (continued)

3.7 Taxation

Income tax expense represents the sum of tax currently payable and deferred tax.

Current income tax
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected 
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount 
are those that are enacted or substantively enacted by the date of the statement of financial position.

Deferred income tax
Deferred income tax is provided using the liability method on temporary differences at the date of the statement 
of financial position between the tax bases of assets and liabilities and their carrying amounts for financial 
reporting purposes.

Deferred income tax liabilities are recognized for all taxable temporary differences, except:

• where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or 
liability in a transaction that is not a business combination and, at the time of the transaction, affects 
neither the accounting profit nor taxable profit or loss; and

• in respect of taxable temporary differences associated with investments in subsidiaries, associates and 
interests in joint ventures, where the timing of the reversal of the temporary differences can be controlled 
and it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognized for all deductible temporary differences, carry forward of unused tax 
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against which 
the deductible temporary differences and the carry forward of unused tax credits and unused tax losses can be 
utilized except:

• where the deferred income tax asset relating to the deductible temporary difference arises from the initial 
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the 
transaction, affects neither the accounting profit nor taxable profit or loss; and

• in respect of deductible temporary differences associated with investments in subsidiaries, associates 
and interests in joint ventures, deferred income tax assets are recognized only to the extent that it is 
probable that the temporary differences will reverse in the foreseeable future and taxable profit will be 
available against which the temporary differences can be utilized.

The carrying amount of deferred income tax assets is reviewed at each date of the statement of financial 
position and reduced to the extent that it is no longer probable that sufficient taxable profit will be available to 
allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income tax assets are 
reassessed at each date of the statement of financial position and are recognized to the extent that it has 
become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year 
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or 
substantively enacted at the date of the statement of financial position.

Deferred income tax relating to items recognized directly in equity is recognized in equity and not in the 
statement of comprehensive income.
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Notes to Unaudited Consolidated Financial Statements
For the Three and Nine Month Periods Ended September 30, 2011 and 2010

3. Summary of Significant Accounting Policies (continued)

3.7 Taxation (continued)
Deferred income tax assets and deferred income tax liabilities are offset if, and only if, a legally enforceable 
right exists to set off current tax assets against current tax liabilities and the deferred tax assets and liabilities 
relate to income taxes levied by the same taxation authority on either the same taxable entity or different 
taxable entities which intend to either settle current tax liabilities and assets on a net basis, or to realize the 
assets and settle the liabilities simultaneously, in each future period in which significant amounts of deferred tax 
assets or liabilities are expected to be settled or recovered. (see note 2(d))

3.8 Loss per share
The basic loss per share is computed by dividing the net loss by the weighted average number of common 
shares outstanding during the period. The diluted loss per share reflects the potential dilution of common share 
equivalents, such as outstanding stock options and share purchase warrants, in the weighted average number 
of common shares outstanding during the year, if dilutive. The “treasury stock method” is used for the assumed 
proceeds upon the exercise of the options and warrants that are used to purchase common shares at the 
average market price during the year. During the three and nine months ended September 30, 2011 and 2010
all the outstanding stock options and warrants were antidilutive.

3.9 Financial assets
All financial assets are initially recorded at fair value and designated upon inception into one of the following 
four categories: held-to-maturity, available-for-sale, loans-and-receivables or at fair value through profit or loss 
(“FVTPL”).

Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses recognized 
through earnings. The Company’s cash and short-term money market investments are classified as FVTPL.

Financial assets classified as loans-and-receivables and held-to-maturity are measured at amortized cost. The 
Company’s trade and other receivables are classified as loans-and-receivables.

Financial assets classified as available-for-sale are measured at fair value with unrealized gains and losses 
recognized in other comprehensive income (loss) except for losses in value that are considered other than 
temporary. At September 30, 2011 the Company has not classified any financial assets as available-for-sale.

Transactions costs associated with FVTPL financial assets are expensed as incurred, while transaction costs 
associated with all other financial assets are included in the initial carrying amount of the asset.

3.10 Financial liabilities
All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or 
other-financial-liabilities.

Financial liabilities classified as other-financial-liabilities are initially recognized at fair value less directly 
attributable transaction costs. After initial recognition, other-financial-liabilities are subsequently measured at 
amortized cost using the effective interest method.  The effective interest method is a method of calculating the 
amortized cost of a financial liability and of allocating interest expense over the relevant period. The effective 
interest rate is the rate that exactly discounts estimated future cash payments through the expected life of the 
financial liability, or, where appropriate, a shorter period. The Company’s trade and other payables are 
classified as other-financial-liabilities.

Financial liabilities classified as FVTPL include financial liabilities held for trading and financial liabilities 
designated upon initial recognition as FVTPL. Derivatives, including separated embedded derivatives are also 
classified as held for trading unless they are designated as effective hedging instruments. Fair value changes 
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Notes to Unaudited Consolidated Financial Statements
For the Three and Nine Month Periods Ended September 30, 2011 and 2010

3. Summary of Significant Accounting Policies (continued)

3.10 Financial liabilities

on financial liabilities classified as FVTPL are recognized through the statement of comprehensive income. At 
September 30, 2011 the Company has not classified any financial liabilities as FVTPL.

3.11 Impairment of financial assets

The Company assesses at each date of the statement of financial position whether a financial asset is 
impaired.

Assets carried at amortized cost
If there is objective evidence that an impairment loss on assets carried at amortized cost has been incurred, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of 
estimated future cash flows discounted at the financial asset’s original effective interest rate. The carrying 
amount of the asset is then reduced by the amount of the impairment. The amount of the loss is recognized in 
profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognized, the previously recognized impairment 
loss is reversed to the extent that the carrying value of the asset does not exceed what the amortized cost 
would have been had the impairment not been recognized. Any subsequent reversal of an impairment loss is 
recognized in profit or loss.

In relation to trade receivables, a provision for impairment is made and an impairment loss is recognized in 
profit and loss when there is objective evidence (such as the probability of insolvency or significant financial 
difficulties of the debtor) that the Company will not be able to collect all of the amounts due under the original 
terms of the invoice. The carrying amount of the receivable is reduced through use of an allowance account. 
Impaired debts are written off against the allowance account when they are assessed as uncollectible.

Available-for-sale

If an available-for-sale asset is impaired, an amount comprising the difference between its cost and its current 
fair value, less any impairment loss previously recognized in profit or loss, is transferred from equity to profit or 
loss. Reversals in respect of equity instruments classified as available-for-sale are not recognized in profit or 
loss.

3.12 Cash and cash equivalents
Cash and cash equivalents in the statement of financial position comprise cash at banks and short term 
deposits with a remaining maturity on the date of purchase of three months or less, which are readily 
convertible into a known amount of cash.

3.13 Provisions
Provisions are recognized when the Company has a present obligation (legal or constructive) that has arisen as 
a result of a past event and it is probable that a future outflow of resources will be required to settle the 
obligation, provided that a reliable estimate can be made of the amount of the obligation.

Provisions are measured at the present value of the expenditures expected to be required to settle the 
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the risk 
specific to the obligation. The increase in the provision due to passage of time is recognized as interest 
expense.
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Notes to Unaudited Consolidated Financial Statements
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3. Summary of Significant Accounting Policies (continued)

3.14 Related party transactions
Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or 
exercise significant influence over the other party in making financial and operating decisions. Parties are also 
considered to be related if they are subject to common control or common significant influence, related parties 
may be individuals or corporate entities. A transaction is considered to be a related party transaction when 
there is a transfer of resources or obligations between related parties. Related party transactions that are in the 
normal course of business and have commercial substance are measured at the exchange amount.

3.15 Impairment of nonfinancial assets
At each date of the statement of financial position, the Company reviews the carrying amounts of its tangible 
and intangible assets to determine whether there is an indication that those assets have suffered an impairment 
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the 
extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an 
individual asset, the Company estimates the recoverable amount of the cash-generating unit to which the 
assets belong.

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, 
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, 
the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment 
loss is recognized immediately in the statement of comprehensive loss.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previously recognised impairment losses may no longer exist or may have decreased. If such
indication exists, the Company estimates the asset’s or cash-generating unit’s recoverable amount. A 
previously recognised impairment loss is reversed only if there has been a change in the assumptions used to 
determine the asset’s recoverable amount since the last impairment loss was recognised. The reversal is 
limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the 
carrying amount that would have been determined, net of depreciation, had no impairment loss been 
recognised for the asset in prior years. Such reversal is recognised in profit or loss and the carrying amount of 
the asset (cash-generating unit) is increased to the revised estimate of its recoverable amount.

3.16 Significant accounting judgments and estimates
The preparation of these financial statements requires management to make judgements and estimates and 
form assumptions that affect the reported amounts of assets and liabilities at the date of the financial 
statements and reported amounts of revenues and expenses during the reporting period. On an ongoing basis, 
management evaluates its judgements and estimates in relation to assets, liabilities, revenue and expenses.  
Management uses historical experience and various other factors it believes to be reasonable under the given 
circumstances as the basis for its judgements and estimates.  Actual outcomes may differ from these estimates 
under different assumptions and conditions. The most significant estimates relate to asset retirement 
obligations; capital assets, including gold reserves and resources, depreciation and depletion; recoverability of 
accounts receivable, valuation of deferred income tax amounts, impairment testing and the calculation of 
share-based payments. The most significant judgements relate to recoverability of capitalized amounts, 
recognition of deferred tax assets and liabilities, determination of the commencement of commercial production 
and the determination of the economic viability of a project.
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3. Summary of Significant Accounting Policies (continued)

3.17 Flow-through shares

• The obligation to renounce tax deductions at the time of issuance of flow- through shares is recorded as a 
liability in accordance with IAS 37, “Provisions, Contingent Liabilities and Contingent Assets” measured 
using a residual or a relative fair value method. This obligation is released into the statement of 
comprehensive income as a gain as and when the Company incurs qualifying expenditures (i.e. fulfilling its 
obligation to renounce tax attributes).

• A deferred tax liability is recognized (with the debit to statement of comprehensive income), in accordance 
with IAS 12, Income Taxes, in respect of the taxable temporary difference that arises from the difference 
between the carrying amount of eligible expenditures capitalized as an asset in the statement of financial 
position and its tax base.
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Notes to Unaudited Consolidated Financial Statements
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5. Deferred Acquisition Costs

The following table summarizes the Company’s mineral properties:

Additions Disposals Net

($) ($) ($)

  Chester 1               -                    -          2,998,008 

  Chester 2  - Young Shannon               -                    -          2,550,000 

  Chester 3 - Jack Rabbit (Cote Lake)  18,038,395                  -        21,689,395 

  Jerome  60,250,325                  -        60,250,325 

  Mishi               -          (30,000)                2,450 

  Massey               -        (418,036)                     -   

  Hiawatha               -                    -             306,000 

  Sotham               -          (10,000)                     -   

  Chester/Yeo               -                    -             120,000 

 78,288,720      (458,036)        87,916,178 

Additions Disposals Net

($) ($) ($)

  Chester 1    1,490,000                  -          2,998,008 

  Chester 2  - Young Shannon               -                    -          2,550,000 

  Chester 3 - Jack Rabbit (Cote Lake)    2,651,000                  -          3,651,000 

  Dorset Au               -        (113,000)                     -   

  Mishi               -                    -               32,450 

  Massey               -    -             418,036 

  Hiawatha      288,000                  -             306,000 

  Sotham        10,000                  -               10,000 

  Chester/Yeo      120,000                  -             120,000 

   4,559,000      (113,000)        10,085,494 

Opening Balance

                120,000 

10,085,494

             2,998,008 

                418,036 

                        -   

                113,000 

             2,550,000 

             3,651,000 

                  32,450 

Opening Balance

($)

                  32,450 

Nine month period ended September 30, 2011

Year ended December 31, 2010

                306,000 

                  10,000 

5,639,494

($)

             1,508,008 

             2,550,000 

             1,000,000 

                418,036 

                  18,000 

5.a - Chester 1 Property
On June 26, 2009, Trelawney signed a letter of agreement with Treelawn Investment Corp. (“Treelawn”) to 
acquire up to a 70% interest in two leased mining claims (151 hectares), which hosts the Chester Gold Mine in 
Chester Township, northern Ontario.  

Pursuant to the terms of the Letter Agreement the Company can acquire an initial 50% interest in the Property 
(the “First Option”), in exchange for:
- $35,000 (paid) in cash; 
- 4,000,000 (issued) common shares of the Company;
- 1,000,000 (issued) common purchase warrants of the Company exercisable into common shares of the 

Company for five years from the date of issuance at an exercise price of $0.17;
- Within 12 months following the signing of the Option Agreement, the Company shall obtain the necessary 

work permits and commence a work program on the Property (completed); 
- On or before the 18th month anniversary of obtaining the work permits, the Company shall have brought 

the Property into commercial production; and
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5. Deferred Acquisition Costs (continued)

5.a - Chester 1 Property (continued)

- On or before the sixth month anniversary of achieving commercial production, the Company shall issue an 
additional 1,000,000 Common Shares to Treelawn.

After exercising the First Option, the Company can acquire an additional 10% interest in the Property (the 
“Second Option”) by issuing an additional 1,000,000 Common Shares to Treelawn on the date which is the later 
of: Treelawn receiving $2.5 million from its share of the net profits from commercial production from the 
Property and the Property achieving 12 months of continuous commercial production.

The Company can acquire an additional 10% interest in the Property on the date that is 12 months from the 
exercise of the Second Option by issuing an additional 1,000,000 Common Shares to Treelawn.

As of September 30, 2011 the Company is in the process of exercising the first option. In order to fully exercise 
the first option the Company still needs to meet the following commitments: (1) bring the property into 
production on or before the 18

th
month anniversary and (2) Issue 1,000,000 common shares six months after 

achieving commercial production.

5.b  - Dorset Au Property
The Company earned a 50% interest in the Dorset property (5 claims totaling 18 units) located about 60 km 
west of Wawa, Ontario.  Trelawney can earn an additional 20% by completing a feasibility study, making cash 
payment of $100,000, and issuing 500,000 common shares.

During the year ended December 31, 2010, the Company wrote off costs associated with the property as 
management does not intend to continue exploring this property and it does not hold title to the land.

5.c - Chester 2 Property - Young Shannon Property
On August 20, 2009, the Company signed an acquisition agreement with Metallum Resources Inc. (“Metallum”) 
to acquire 100% of Metallum’s 92.5% interest in the Young-Shannon Property adjacent to the Chester Property 
in exchange for 5,000,000 common shares of Trelawney and a 1% net smelter return royalty payable when the 
monthly average gold price exceeds US$1,000 per ounce.  An additional 3%, for a total of 4%, is payable to the 
proprietary owners on the 11 patented and 2 unpatented mining claims.  The Young-Shannon Property consists 
of 11 patented and 18 unpatented mining claims.  

As of September 30, 2011 the Company issued 5,000,000 shares and has thus met all commitments to 
exercise this acquisition agreement.

5.d - Chester 3 Property - Jack Rabbit Property (“Cote Lake”)
On December 21, 2009, (“Effective Date” Trelawney and Treelawn entered into a term sheet (the “Letter 
Agreement”), pursuant to which Treelawn has granted the Company the right to acquire up to a 92.5% interest 
in certain mining claims located in Chester Township, Ontario.

Pursuant to the terms of the Letter Agreement the Company can acquire an initial 50% interest in the Property 
(the “First Option”), in exchange for:

- 3,000,000 common shares (“Common Shares”) of the Company;
- on or before the end of every three month period following the signing of a definitive option agreement (the 

“Effective Date”), the Company shall pay Treelawn the amount of $18,000 for a period of three years, for a 
total consideration of $216,000; 

- on or before the Effective Date the Company shall pay Treelawn the amount of $1,000,000; 
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5. Deferred Acquisition Costs (continued)

5.d - Chester 3 Property - Jack Rabbit Property (“Cote Lake”) (continued)

- on or before the first anniversary of the Effective Date the Company shall pay Treelawn the amount of 
$1,000,000 (paid shortly after September 30, 2011); and 

- on or before the end of the 18th month anniversary following the Effective Date, the Company shall have 
made $500,000 (incurred) in expenditures on the Property; 

- on or before the end of the 18th month anniversary following the Effective Date, the Company shall issue 
an additional 4,000,000 (issued) Common Shares to Treelawn; and

- in the event the Company fails to exercise the First Option, the Company shall pay Treelawn the amount 
of $1,000,000.  As of December 31, 2009 the Company accrued the $1,000,000 and classified it as a long 
term payable as the payment is not required until 30 days after the first anniversary of the effective date, 
which would be due in fiscal 2011, in the event that the Company does not exercise it’s First Option.  The 
Company has since paid the $1,000,000 thus eliminating the liability.

After exercising the First Option the Company shall grant to Treelawn a 1.5% net smelter return royalty (the 
“Royalty”) on the Property.  During the 48 months following the grant of the Royalty the Company shall have the 
right to purchase 0.5% of the Royalty from Treelawn for sum of $1,000,000.

Twelve months following the exercise of the First Option and provided the Company has expended $500,000 
on the Property, the Company can earn an additional 25% interest in the Property (the “Second Option”) by 
issuing an additional 4,000,000 (issued shortly after September 30, 2011) Common Shares to Treelawn.

The Company can acquire a final 17.5% interest in the Property on the date that is 12 months from the exercise 
of the Second Option and provided the Company has expended an additional $500,000 on the Property by 
issuing an additional 4,000,000 (issued shortly after September 30, 2011) Common Shares to Treelawn.

As of September 30, 2011 the Company is in the process of exercising the first option. In order to fully exercise 
the first option the Company still needs to meet the following commitment:  (1) make of five payments of 
$18,000 for a total of $90,000 (paid shortly after September 30, 2011).

5. e - Hiawatha Property
The Company acquired 70% right in the Hiawatha Property on December 30, 2009.  The property is located in 
Lizar Township, Ontario.  The Company must pay $40,000 and issue 400,000 common shares.

As of September 30, 2011 the Company has met all commitments to exercise this option agreement and owns 
a 70% interest in the property.

5. f - Mishi Property
Trelawney has 100% interest in 4 claim blocks totaling 328 claim units in the Mishibishu Lake area, 65 
kilometers northeast of Wawa, Ontario.

In July 2010, Trelawney signed an agreement with Upper Canada Explorations Limited  (“Upper Canada”) 
whereby Trelawney granted to Upper Canada the option to acquire a 100% interest in Trelawney`s Mishi
property for a one time issuance of 100,000 shares of Upper Canada and a commitment to incur all necessary 
exploration and property maintenance costs.  Upper Canada grants to Trelawney a 2% net smelter return 
royalty (the “Royalty”) on the Property.  Upper Canada shall have the right to purchase 1.5% of the Royalty 
from Trelawney for sum of $750,000.
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5. Deferred Acquisition Costs (continued)

5. g - Massey Property
Trelawney has 100% interest in 37 claim units located in the Salter Township, 80 kilometers west of Sudbury, 
Ontario. 

In January 2007, Trelawney signed an option agreement whereby a company can earn up to 75% interest in 
the Massey property by spending $1.2 million on exploration, making cash payments totaling $260,000 over 
five years, issuing 1,150,000 common shares of the company over five years, and obtaining a feasibility study 
on the property.

On September 9, 2011, Trelawney entered into a sale agreement (the “Agreement”) with Mag Copper Limited 
(“Mag Copper”) pursuant to which Mag Copper acquired all of the issued and outstanding shares of Massey 
Copper Company Limited, a wholly owned subsidiary of Trelawney which held the Massey property in 
exchange for the issuance of 5,000,000 common shares of Mag Copper to Trelawney.  The Company recorded 
a recovery of exploration and evaluation expenditures of $1,500,000 as a result of the disposal. (See Note 20)

5. h - Jerome Property
The Jerome property ("Property"), owned by the Company’s subsidiary Augen Gold, consists of a 100% interest 
in a claim group in the Swayze Greenstone belt between Sudbury and Timmins, Ontario and options to earn a 
100% interest in 10 mining claims contiguous to the Property, as described in the following paragraphs.

In 2008, the Company entered into an option agreement ("Option Agreement") with two individuals, collectively 
referred to as "Optionors", to earn a 100% interest in 6 mining claims, consisting of 66 units, in the province of 
Ontario. These mining claims are contiguous to the Company's existing claims and together form a part of the 
Property. The following table outlines the terms under which the Company may exercise its option to earn a 
100% interest in the mining claims. The claims are subject to a 2.5% net smelter return royalty in favour of the 
Optionors as specified in the Option Agreement. The Company may purchase one-half (i.e. 1.25%) of the 
royalty for $1,500,000 at any time.

Schedule of Payments - June 2008 Option Agreement Cash Shares

Signing of Agreement (paid and issued) $ 15,000 20,000
First anniversary of signing of Agreement (paid and issued) 20,000 30,000
Second anniversary of signing of Agreement 25,000 30,000
Third anniversary of signing of Agreement 40,000 40,000

$ 100,000 120,000

During January, February and April of 2008, the Company paid $23,531 to stake 21 unpatented mining claims 
in various townships of Ontario. These claims are adjacent to the existing claims on the Property and now form 
part of the Property. In July 2008, the Company paid $2,500 to re-stake 2 claims that had lapsed. In November 
2008, the Company paid $3,200 to stake 2 unpatented claims.

In 2009, the Company entered into a second option agreement with the same Optionors, to earn a 100% 
interest in 4 mineral claims consisting of 39 units, in the province of Ontario. The claims lie between 9 and 13 
kilometres east of the Jerome Gold Mine, and are surrounded by the Company's mining claims and together 
form a part of the Property. The following table outlines the terms under which the Company may exercise its 
options to earn a 100% interest in the mining claims. The claims are subject to a 2.0% net smelter return royalty 
in favour of the Optionors as specified in the option agreement. An annual advanced royalty is payable 
beginning four years after the signing of the Agreement. The Company may purchase one-half (i.e. 1.0%) of the 
royalty for $1,000,000 at any time.
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5. Deferred Acquisition Costs (continued)

5. h - Jerome Property (continued)

Schedule of Payments - August 2009 Option Agreement Cash Shares

Signing of Agreement (paid and issued) $ 20,000 75,000
First anniversary of signing of Agreement (paid and issued) 30,000 75,000
Second anniversary of signing of Agreement (paid and issued) 35,000 75,000
Third anniversary of signing of Agreement 45,000 -

                 $    130,000                 225,000

As at September 30, 2011, the Property consisted of 63 (December 31, 2010 - 63) patented, 138 (December 
31, 2010 -138) unpatented and 4 (December 31, 2010 - 4) optioned claims covering 24,309 (December 31, 
2010 - 24,309) hectares in a largely contiguous block covering a significant portion of 11 (December 31, 2010 -
11) townships and included the mining rights to the Jerome Mine. The Property is subject to a net smelter 
return royalty in the amount of two percent on the patented claims. 

The Company’s subsidiary, Augen Gold, has an option and Joint Venture Agreement ("the Agreement") with 
Vancouver-based Sanatana Diamonds Inc ("Sanatana"), a company listed on the TSX Venture Exchange, 
whereby Sanatana was granted an option to acquire up to a 51% undivided interest in the rights to 46 mineral 
concessions on the Jerome Property along with a right of first refusal to acquire 9 mineral concessions in 
Ontario (the "ROFR Claims") owned by the Company (together, the "Transaction").

Pursuant to the terms of the Definitive Agreement, Sanatana will have an option to earn a 50% undivided 
interest in the ROFR Claims (the "50% Interest") by making the following cash option payment and share
issuances:

- Paying $150,000 within 10 days of applicable regulatory approval for the Definitive Agreement (the 
"Effective Date") (paid);

- allotting and issuing 2,000,000 shares in the capital of Sanatana, as fully paid and non-assessable, 
within 10 days of the Effective Date (issued);

- allotting and issuing a further 1,500,000 shares in the capital of Sanatana, as fully paid and 
non-assessable, on or before the first anniversary of the Effective Date;

- allotting and issuing a further 1,500,000 shares in the capital of Sanatana, as fully paid and 
non-assessable, on or before the second anniversary of the Effective Date; and

On or before the dates indicated below, making the following exploration expenditures on the ROFR Claims 
(collectively, the "Expenditures"):

- $1,000,000 in exploration expenditures on or before the first anniversary of the Effective Date;
- a further $1,500,000 in exploration expenditures on or before the second anniversary of the Effective 
Date; and
- a further $2,500,000 in explorations expenditures on of before the third anniversary of the Effective Date.

Pursuant to the terms of the Definitive Agreement if Sanatana earns the 50% interest in accordance with the 
provisions set forth above the parties will enter into a joint venture agreement with respect to the ROFR Claims. 
Sanatana will have the right to earn a further one percent (1%) interest (for a total interest of 51%) (the "51% 
Interest") in the ROFR Claims by completing and delivering to Augen Gold a pre-feasibility study on or before 
the fifth anniversary of the Effective Date. It is also a term of the Definitive Agreement that for as long as 
Sanatana and the Company are parties to an option or joint venture with respect to ROFR Claims that the 
Company will have the option to purchase up to 10% of any securities issued in any future equity offerings by 
Sanatana, on the same terms and conditions of such offering.
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The following is a summary of the Company’s cumulative outstanding mineral property commitments by 
property to acquire the maximum potential interests under its current property agreements:

Chester 1 Chester 2 Chester 3
Jerome 1

(2008 option)
Jerome 2

(2009 option)

Maximum interest 70% 92.5% 92.5% 100% 100%

Cash payments $                            - $                - $       90,000 $65,000 $45,000

Shares to be issued 3,000,000 - 8,000,000 70,000*

Exploration 
obligations

- obtain necessary 
work permits

- -

- achieve 
commercial 

production for 12 
continuous months

- -

Royalties -       4% NSR       1.5% NSR     2.5% NSR    2% NSR

*These are 70,000 Augen shares to be issued as per the property agreement in Augen which will be converted into Trelawney 
shares at a conversion rate of 0.0862  

6. Other financial assets – FVTPL securities

Other financial assets are comprised of shares of various public companies.  As at September 30, 2011, these
fair value through profit and loss investments have been measured at their fair value of $902,269 (December 
31, 2010 – $87,375). The impact to the consolidated financial statements of the revaluation to market value for 
the nine month period ended September 30, 2011 resulted in an unrealized loss of $63,125 (September 30, 
2010 – $8,000 unrealized gain) as market values of these securities decreased during the period.

7. Asset Retirement Obligation

Reclamation and closure costs have been estimated based on the Company’s interpretation of current 
regulatory requirements and have been measured at fair value. Fair value is determined based on the net 
present value of future cash expenditures upon reclamation and closure.  Reclamation and closure costs are 
capitalized into PPE dependant on the nature of the asset related to the obligation and amortized over the life of 
the related asset.

Management has estimated that the total amount of the estimated cash flows required to settle the Company’s 
assets retirement obligation for the Chester 1 property is $477,091. As at September 30, 2011, management 
estimate on the time at which the obligation is expected changed from 2013 to 2026. The risk free interest rates 
used to discount estimated cash flows for liabilities incurred was 1.85%.  

Balance at January 1, 2010 $                    -
Additions 435,921
Accretion 7,193
Balance at December 31, 2010 $         443,114
Change in estimate (103,014)
Accretion 22,298
Balance at September 30, 2011 $        362,398
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8. Financial Risk Factors

Fair Value of Financial Instruments

The Company has designated its cash and cash equivalents and marketable securities as FVTPL, which are 
measured at fair value.  Fair value of marketable securities is determined based on transaction value and is 
categorized as Level 1 measurement. HST recoverable and other receivables is classified for accounting 
purposes as loans and receivables, which are measured at amortized cost which approximates fair value.  
Accounts payable and accrued liabilities are classified for accounting purposes as other financial liabilities, 
which are measured at amortized cost which also approximates fair value.  Fair value of accounts payable and 
accrued liabilities are determined from transaction values which were derived from observable market inputs. 
Fair values of accounts payable and accrued liabilities are based on Level 2 measurements.

The Company has determined the fair value of its financial instruments as follows: 

(i) The carrying values of cash and cash equivalents, other receivables, accounts payable and accrued 
liabilities, approximate their fair values due to the short-term nature of these instruments. 

(ii) Investments are carried at amounts in accordance with the Company’s accounting policies. 

Fair value estimates are made at a specific point in time, based on relevant market information and information 
about financial instruments.  These estimates are subject in and involve uncertainties and matters of significant 
judgment, therefore cannot be determined with precision.  Changes in assumptions could significantly affect the 
estimates. 

A summary of the Company's risk exposures as it relates to financial instruments are reflected below:

A) Credit Risk

The Company is not exposed to major credit risk attributable to customers. Additionally, the majority of the 
Company's cash and cash equivalents are held with a high rated Canadian financial institution in Canada. 

B) Market Risk

i.) Interest Rate Risk

The Company does not have any interest bearing debt. The Company invests cash surplus to its operational 
needs in investment-grade short term deposits certificates issued by the bank where it keeps its Canadian 
Bank accounts. The Company periodically assesses the quality of its investments with this bank and is satisfied 
with the credit rating of the bank and the investment grade of its short term deposits certificates.

ii.) Foreign Currency Risk

The Company's exploration and evaluation activities are substantially denominated in Canadian dollars. The 
Company's funds are predominantly kept in Canadian dollars, with a major Canadian financial Institution.

iii.) Equity Price Risk

Market risk arises from the possibility that changes in market prices will affect the value of the financial 
instruments of the Company. The Company is exposed to fair value fluctuations on its investments. The 
Company's other financial instruments (cash, accounts receivable, accounts payable and accrued liabilities) are 
not subject to price risk.
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8. Financial Risk Factors (continued)

iv.) 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 September 30, 2011, the Company had current assets of $89,687,571 (December
31, 2010 - $55,291,133) and current liabilities of $7,756,844 (December 31, 2010 - $3,109,438).  All of the
Company’s financial liabilities and receivables have contractual maturities of less than 90 days and are subject 
to normal trade terms.  Current working capital of the Company is $81,930,727 (December 31, 2010 -
$52,181,695).  

v.) Commodity Price Risk

The price of the common shares in the capital the Company ("Common Shares"), its financial results, 
exploration and development activities have been, or may in the future be, adversely affected by declines in the 
price of gold and/or other metals. Gold prices fluctuate widely and are affected by numerous factors beyond 
the Company's control such as the sale or purchase of commodities by various central banks, financial 
institutions, expectations of inflation or deflation, currency exchange fluctuations, interest rates, global or 
regional consumptive patterns, international supply and demand, speculative activities and increased 
production due to new mine developments, improved mining and production methods and international 
economic and political trends. The Company's revenues, if any, are expected to be in large part derived from 
mining and sale of precious and base metals or interests related thereto. The effect of these factors on the
price of precious and base metals, and therefore the economic viability of any of the Company's exploration 
projects, cannot accurately be predicted.

Sensitivity Analysis

The sensitivity analysis shown in the notes below may differ materially from actual results. Interest rate risk on 
cash equivalents is minimal as these have fixed interest rates.

Based on management’s knowledge and experience of the financial markets, the Company believes the
following movements are reasonably possible over a one year period:

(i) Cash and cash equivalents include short-term money market mutual fund units that are subject to floating
interest rates. As at September 30, 2011, if interest rates had fluctuate by 1% with all other variables held 
constant, the loss for the nine month period ended September 30, 2011 would be changed by $865,000,
as a result of a change in interest income from cash and cash equivalents. 

(ii) The Company's investments are subject to fair value fluctuations. As at September 30, 2011, if the fair 
value of investments had fluctuated by 10% with all other variables held constant, net loss for the nine
month period ended September 30, 2011 would have changed by $90,000.
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9. Related Party Transactions

Certain corporate entities that are related to the Company’s officers and directors provide consulting services     
to Trelawney. Transactions were conducted in the normal course of operations and are measured at the 
exchange amounts.

These expenditures are summarized as follows: 
Nine month 

period ended 
September

30, 2011

Nine month 
period ended 

September 30, 
2010

Three month 
period ended 

September
30, 2011

Three month 
period ended 

September 30, 
2010

Management and consulting fees $      160,000 $       150,000 $      60,000 $       30,000
Professional fees 310,265 122,587 274,265 36,856
Exploration & evaluation expenditures 183,600 175,350 72,200 81,975

Included in accounts payable and accrued liabilities is $nil (December 31, 2010 - $473,000) in amounts due to 
related parties.

During the nine months ended September 30, 2011, the Company charged $46,725 to Crown Gold Corp, a 
Company for which a director is also a director of Trelawney.

During the nine months ended September 30, 2011, the Company advanced $120,645 to an officer of the 
Company in the form of a promissory note.  The principal sum of the promissory note is $120,000 carrying an 
interest rate of 0.85% repayable in three installments of $40,000 on June 16, 2012, June 16 2013 and June 16, 
2014.  
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10.Capital Stock

Share Capital
The Company is authorized to issue an unlimited number of common shares without par value.  The issued and 
outstanding common shares consist of the following:

No. of Shares

Balance at January 1, 2010 64,549,191 $      19,222,646
Issuance of common shares for cash:

    Private placement shares - $1.05/share 14,238,095 14,950,000
   Private placement shares - $2.20/share 18,652,000 41,034,400

    Private placement flow-through shares - $2.50/share 6,440,000 16,100,000
    Exercise of stock options 581,000 315,150
    Exercise of purchase warrants 11,728,591 4,970,818
Issuance of shares for property 4,300,000 4,182,000
Reserves transferred on exercise of options and warrants exercised - 2,456,028
Deferred tax liability pursuant to flow through shares renunciation - (1,244,000)
Cost of issuance 
       Cash commissions paid - (4,586,960)
       Fair market value assigned to broker warrants - (594,000)
       Deferred tax benefit on cost of issuance - 1,147,000
Balance at December 31, 2010                120,488,877 97,953,082
Issuance of common shares for cash:

    Private placement shares - $4.00/share 14,375,000 57,500,000
    Exercise of stock options 787,000 523,400

    Exercise of purchase warrants 1,464,524 1,178,093

Issuance of shares for property 4,650,000 20,452,500

Shares issued on corporate acquisition, net of issue costs (Note 21) 13,343,103 62,936,894

Reserves transferred on exercise of options and warrants exercised - 1,101,680

Cost of issuance 
       Cash commissions paid - (3,258,528)
Balance at September 30, 2011          155,108,504 238,387,121

Private Placements

Details of private placements completed during the period ended September 30, 2011, were as follows:

Date of issuance
May 31,

2011 Total
Number of shares issued 14,375,000 14,375,000
Price of issue $4.00
Gross proceeds $57,500,000 $57,500,000
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10.Capital Stock (continued)

Details of private placements completed during the period ended September 30, 2010, were as follows:

Date of issuance
March 30,

2010 Total
Number of shares issued 14,238,095 14,238,095
Price of issue $1.05
Gross proceeds $14,950,000 $14,950,000       
Number of common share 

broker warrants 854,286 -
Exercise price per 
purchase warrant and 
broker warrant $1.05
Expiry date of warrants March 30, 

2012

Share based payments
Trelawney established a stock option plan to provide additional incentive to its officers, directors, employees 
and consultants in their effort on behalf of the Company in the conduct of its affairs.  The stock option plan 
provides that the total number of shares which may be issued thereunder is limited to 10% of the aggregate 
number of shares outstanding.  Under the terms of the plan, options vest immediately and expire on the fifth 
anniversary from the date of issue unless otherwise specified.  As at September 30, 2011 the Company had 
1,788,850 (December 31, 2010 – 4,994,888) options available for issuance.

A summary of stock options issued and outstanding is as follows:

September 30, 2011 December 31, 2010
Weighted Weighted
Average Average
Exercise Number of Exercise Number of

Price Options Price Options
Outstanding at beginning of period/year $            0.72 7,054,000 $            0.39 3,300,000
Transaction during the period/year:

Granted 4.63 7,620,000 0.92 4,605,000
Exercised 0.67 (787,000) 0.54 (581,000)
Forfeited 0.45 (165,000) 0.52 (270,000)

Outstanding at end of period/year 2.90 13,722,000 0.72 7,054,000

Exercisable at end of period/year $             2.90   13,722,000 $            0.72   6,904,000
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10.Capital Stock (continued)

The following table provides additional information about outstanding stock options at September 30, 2011:

No.
of

Options
Outstanding

Weighted
Average

Remaining
Life

(Years)

Weighted
Average
Exercise

Price

No. of
Options

Currently
Exercisable

Weighted
Average

Exercise Price –
Exercisable

Options
$ 0.26 - $0.55 2,137,000 2.96 $            0.34 2,137,000 $            0.34
$ 0.75 - $1.92 3,965,000 3.32 $            0.95 3,965,000 $            0.95
$ 4.50  - $4.74 7,620,000 4.15 $            4.63 7,620,000 $            4.63
$ 0.26 - $4.74 13,722,000 3.73 $            2.90 13,722,000 $            2.90

Share based payments

The following table summarizes the assumptions used with the Black-Scholes valuation model for the 
determination of the stock-based compensation costs for the stock options issued during the nine month period 
ended September 30, 2011:

Grant date Vesting of 
prior year 

Options

Apr. 4,
2011

Apr. 27,
2011

Jun. 30, 
2011

Total

No. of options - 4,015,000 5,000 3,600,000 7,620,000
Exercise price - $        4.74 $   4.74 $      4.50
Expected life in 
years

- 5 5 5

Volatility - 105% 110% 104%
Risk-free 
interest rate

- 2.76 2.65 2.33

Dividend yield - - - -
Vesting 100% 100% 100%

Fair value of 
options granted - $14,765,000 $18,000 $12,363,000 $27,146,000
Stock-based 
compensation 
expense $86,240 $14,765,000 $18,000 $12,363,000 $27,232,240
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10.Capital Stock (continued)

The following table summarizes the assumptions used with the Black-Scholes valuation model for the 
determination of the stock-based compensation costs for the stock options issued during the year ended 
December 31, 2010:

Grant date Vesting of 
prior year 

Options

Jan. 19,
2010

March 2,
2010

April 12, 
2010

April 30, 
2010

Sept. 24, 
2010

Nov. 5, 
2010

Total

No. of options - 2,525,000 275,000 1,530,000 50,000 200,000 25,000 4,605,000
Exercise price - $        0.75 $   0.53 $      1.25 $    1.10 $     1.00 $    1.92
Expected life in 
years

- 5 5 5 5 5 5

Volatility - 105% 104% 110%   109% 109% 108%
Risk-free 
interest rate

- 2.60 2.53 3.06 2.99 2.11 2.05

Dividend yield - - - - - - -

Vesting 25% per 
quarter

100% 100% 100% 100% 1/3 per 
year

100%

Fair value of 
options granted - $1,466,000 $112,000 $1,469,000 $43,000 $ 154,000 $38,000 $3,282,000
Stock-based 
compensation 
expense $25,700 $1,466,000 $112,000 $1,469,000 $43,000 $ 67,760 $38,000 $3,221,460

Warrants

Month of Expiry No. of Warrants Exercise Price
($)

December 2011 4,206,700             0.70
March 2012 140,000        1.05
August 2014 1,000,000             0.17

5,346,700

The following table summarizes the assumptions used with the Black-Scholes valuation model during the year 
ended December 31, 2010:

Grant date March 30, 2010 Totals

No. of warrants 854,286 854,286
Exercise price $        1.05
Expected life in 
years

2

Volatility 129.67%
Risk-free interest 
rate 1.73%
Dividend yield -
Fair value of 
warrants $  594,000 $  594,000
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11.Warrants Reserve 

Period/year ended
September 30,

2011
December 31, 

2010
Balance at beginning of period/year $          2,192,200 $        3,831,000
Warrants issued - 594,000
Reserves transferred to share capital on exercise of warrants (695,800) (2,232,800)
Balance at end of period/year $          1,496,400 $        2,192,200

12.Share Based Payments Reserve 

Period/year ended
September 30,

2011
December 31, 

2010
Balance at beginning of period/year $          5,167,351 $        2,169,119
Share based payments 27,232,240 3,221,460
Reserve transferred to share capital on exercise of options (405,880) (223,228)
Balance at end of period/year $        31,993,711 $        5,167,351

13. Capital Management

The Company manages its capital structure and makes adjustments to it, based on the funds available to the 
Company, in order to support the acquisition, exploration and development of mineral properties. The Board of 
Directors does not establish quantitative return on capital criteria for management, but rather relies on the 
expertise of the Company's management to sustain future development of the business. The Company defines 
capital to include its shareholders’ equity. 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 reviews its capital management approach on an ongoing basis and believes that this 
approach, given the relative size of the Company, is reasonable. There were no changes in the Company's 
approach to capital management during the nine month period September 30, 2011. The Company is not 
subject to externally imposed capital requirements.

The Company considers its capital to be shareholders’ equity, which is comprised of capital stock, contributed 
surplus, and deficit, which as at September 30, 2011 totaled $176,557,200 (December 31, 2010 -
$67,952,184).  

The Company raises capital, as necessary, to meet its needs and take advantage of perceived opportunities 
and, therefore, does not have a numeric target for its capital structure.  Funds are primarily secured through 
equity capital raised by way of private placements.  There can be no assurance that the Company will be able 
to continue raising equity capital in this manner. 

The Company invests all capital that is surplus to its immediate operational needs in short term, liquid and 
highly rated financial instruments, such as cash, and short term guarantee deposits, all held with major 
Canadian financial institutions.
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14. Cash and Cash Equivalents

Cash and cash equivalents consist of cash on deposit with the banks in general non-interest bearing accounts 
totalling $85,555,064 (December 31, 2010 - $50,780,221) and interest-generating money-market accounts with
no stipulated terms of maturity, of $951,020 (December 31, 2010- $3,439,195).

Restricted cash balances consist of short-term cash on deposit with banks in interest-generating money-market 
accounts, of $738,357 (2010 - $586,198).

The following chart discloses the Company’s cash and cash equivalents as well as cash balances that are 
restricted as a result of cash held by its Canadian bank in interest bearing deposits securing letters of credit 
issued regarding the Chester project:

September 30, 2011 December 31, 2010
$                     $                     

General purpose
    Cash 85,555,064 50,780,221
   Cash equivalents 951,020 3,439,195
Total cash and cash equivalents $         86,506,084 $         54,219,416

Restricted
    Cash equivalents (1) 738,357 586,198
Total restricted cash $            738,357 $            586,198

(1) This cash is made up of $505,500 restricted in connection with the Company’s ARO obligations. The
Company has issued a letter of credit in the amount of $505,500 to the Ministry of Northern Development, 
Mines and Forestry in satisfaction of its requirements under the approved site development. This cash 
equivalent is restricted by a non-revocable letter of credit that can only be lifted by the Ministry of Northern 
Development, Mines and Forestry.  The remaining $232,857 is restricted in connection with the Company’s
credit cards.

15. Capital Lease Obligations

September 30, 2011 December 31, 2010

Total minimum lease payments 591,103$                    1,078,330$               
Less: amount representing interest 55,010                        99,489                      
Capital lease obligation 536,093                      978,841                    

Less: current portion 300,270                      318,193                    
235,823$                    660,648$                  

As at September 30, 2011, future minimum lease payments by year, and in the aggregate, are as follows:

2011 68,009                        
2012 272,037                      
2013 234,753                      
2014 16,304                        

Totals 591,103$                    
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15.Capital Lease Obligations (continued)

Equipment under capital lease includes vehicles and mining equipment.  The capital leases are issued at a 
rate of interest of between 3.84% and 6.6% and mature before June 2014.  During the nine month period 
ended September 30, 2011 $45,316 (December 31, 2010 - $13,789) of interest from capital leases was
charged to operations.

16.Prepaid Expenses, Advances and Deposits

Prepaid Expenses:
As at,

September 30, 2011 December 31, 2010
$                     $                    

Security deposit 276,404 126,435
Insurance 98,307 46,648
Rent deposit 90,789 34,046
Other 56,113 4,688
Total prepaid expenses $              521,613        $             211,817

Deposits:

As at September 30, 2011 the Company had long term deposits of $169,500 (December 31, 2010 - $539,000) 
comprised of $169,500 in deposits relating to certain leased equipment. At December 31, 2010, deposits were 
comprised of a $300,000 deposit in connection with the purchase of the mill from Canada Lithium (Note 4) in 
addition to $239,000 in deposits related to certain leased equipment still outstanding.

17. Exploration and Evaluation Expenditures/(Recoveries)

The evaluation and exploration expenses for the Company are broken down as follows:

Nine months ended Three months ended
September

30, 2011
September

30, 2010
September

30, 2011
September

30, 2010
Cumulative

$                     $                    $             $                    

Chester 1 12,457,368 8,143,542 3,866,057 4,472,390 25,528,031
Chester 2 5,717,718 1,542,086 2,929,354 791,537 10,834,466
Chester 3 8,156,108 1,904,188 2,525,625 667,059 10,944,844
Chester/Yeo (33,248) 34,985 6,227 34,985 17,191
Mishi 195,101 4,939 188,266 4,912 643,849
Massey (924,668) 30,377 (934,974) 4,237 (702,451)*
Dorset Au - 762 - - 2,810,113
Other 140,181 78,009 20,086 78,009 227,309
Evaluation & exploration 
expenses $25,708,560 $11,738,888 $8,600,641 $6,053,129 $50,303,352

* On September 9, 2011, the Company received 5,000,000 shares with a value of $1,500,000 for the transfer of the 
Company’s Massey property (Note 5).  This amount was recorded as a recovery of exploration and evaluation 
expenditures.
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18. HST and Other Receivables

The Company’s HST and other receivables arise from two main sources: trade receivables due from customers 
for services and sales and harmonized services tax (“HST”) receivable due from government taxation 
authorities. These are broken down as follows:

As at,
September 30, 2011 December 31, 2010

$                     $                    

Trade Receivables - 35,934
HST Receivable 1,757,605 736,591
Total HST and Other Receivables $                 1,757,605 $              772,525

Below is an aged analysis of the Company’s trade and other receivables:

As at,
September 30, 2011 December 31, 2010

$                     $                    

Less than 1 month                  1,757,605 736,591
1 to 3 months - 35,934
Total HST and Other Receivables $                 1,757,605 $              772,525

At September 30, 2011, 100% of the trade and other receivables that were outstanding are HST receivable. 
The Company anticipates full recovery of these amounts and therefore no impairment has been recorded 
against these receivables. The credit risk on the HST receivable has been further discussed in Note 8.

The Company holds no collateral for any receivable amounts outstanding as at September 30, 2011.

19. Trade and Other Payables

Trade and other payables of the Company are principally comprised of amounts outstanding for trade 
purchases relating to exploration activities, amounts payable for financing activities and payroll liabilities.  The 
usual credit period taken for trade purchases is between 30 to 90 days.

The following is an aged analysis of the trade and other payables:

As at,
September 30, 2011 December 31, 2010

$                     $                    

Less than 1 month 5,381,355 2,759,181
1 to 3 months 3,152 21,989
Over 3 months 2,072,067 10,075
Total Trade and Other Payables $          7,456,574        $              2,791,245
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20. Investment in associates

On September 9, 2011, the Company paid $1,000,000 in cash for 3,225,000 shares and received 5,000,000 
shares for the transfer of the Company’s Massey property (Note 5).  As at September 30, 2011, the Company 
holds 8,225,000 shares of Mag Copper representing approximately 21.3% of the outstanding voting shares of 
the investee company. 

The Company has significant influence over the operations of the investee company as it owns over a 
significant portion of its shares and has two directors in common, as such, the investment is recorded using the 
equity method. 

21. Corporate acquisition

During September 2011, Trelawney acquired 93% of the issued and outstanding shares of Augen Gold 
Corporation (“Augen”) . Pursuant to the acquisition, the Company issued 0.0862 common shares in its share 
capital for each of the 154,792,361 outstanding common shares in the capital of Augen resulting in the 
issuance of 13,343,103 shares of Trelawney. Since the Acquisition resulted in the Trelawney shareholders 
holding approximately 93% of the issued and outstanding shares of Augen, Trelawney is considered to be the 
acquirer for accounting purposes. The operations and changes in cash flow of Augen have been included from 
the date control was acquired (i.e. September 13, 2011) to the date of these unaudited consolidated financial 
statements. As Augen does not meet the definition of a business per IFRS 3, the Acquisition has been 
accounted for as an asset acquisition, whereby Trelawney is considered to issue additional shares in return for 
the net assets of Augen at their fair value as follows:

Fair Value of Augen’s Net Assets Acquired
$                    

Cash 11,349,665
Restricted cash 100,695
Marketable securities 848,019
Accounts receivable 488,859
Prepaid expenses 117,631
Mineral properties and related deferred costs 57,777,569
Accounts payable and accrued liabilities (1,159,326)
Non-controlling interest (4,866,618)
Net assets acquired $              64,656,494
Allocated to shares issued on acquisition $              62,936,894
Shares in Augen already held at date of acquisition $               1,719,600

As part of the acquisition, Trelawney incurred acquisition related costs of $2,472,756, which were recorded as 
part of the cost of the property acquired for the nine month period ended September 30, 2011.

The Company recognized a loss on the shares previously held in Augen of $176,718 as of the date of the 
acquisition.
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22. Commitments and Contractual Obligations

As part of its mineral property option agreements the Company is committed to make certain payments of cash 
and shares in order to exercise its options on the various properties (Note 5).

The Company’s activities are subject to environmental regulation (including regular environmental impact 
assessments and permitting) in each of the jurisdictions in which its mineral properties are located.  Such 
regulations cover a wide variety of matters including, without limitation, prevention of waste, pollution and 
protection of the environment, labour relations and worker safety.  The Company may also be subject under 
such regulations to clean-up costs and liability for toxic or hazardous substances which may exist on or under 
any of its properties or which may be produced as a result of its operations.  It is likely that environmental 
legislation and permitting will evolve in a manner which will require stricter standards and enforcement.  This 
may include increased fines and penalties for non-compliance, more stringent environmental assessments of 
proposed projects and a higher degree of responsibility for companies, their directors and employees.

The Company has not determined and is not aware whether any provision for such costs is required and is 
unable to determine the impact on its financial position, if any, of environmental laws and regulations that may 
be enacted in the future due to the uncertainty surrounding the form that these laws and regulations may take. 

23. Comparative figures 

Certain comparative figures have been reclassified to conform to the current quarter’s presentation. These 
reclassifications did not affect prior quarter’s net losses.

24. Subsequent events 

The Company has entered into an underwriting agreement with a syndicate of underwriters led by RBC Capital 
Markets and including Jennings Capital Inc., CIBC World Markets Inc., Raymond James Ltd., Stifel Nicolaus 
Canada Inc. and BMO Capital Markets (collectively, the “Underwriters”), pursuant to which the Underwriters 
agreed to purchase an aggregate of 5,520,000 Flow-Through Shares at a price of $4.70 per Flow-Through 
Share (the “Offering Price”) for aggregate gross proceeds of CDN$25.9 million (the “Offering”).

Proceeds of the Offering will be used by Trelawney to incur Canadian exploration expenses (the “Qualifying 
Expenditures”) on its properties located in Northern Ontario prior to December 31, 2012. The Company will 
renounce the Qualifying Expenditures to subscribers of the Flow-Through Shares for the fiscal year ended 
December 31, 2011. Trelawney advises that at least 90% of the Qualifying Expenditures, once renounced, will 
qualify as flow-through mining expenditures.

On November 32, 2011, the Company announced that it has completed the exercise of its options on the 
Chester Property. Under the terms of an amending agreement dated November 22, 2011, between the 
Company and Treelawn Investment Corp., the Company has accelerated the terms of the mining option 
agreement (the "Chester 1 Option Agreement") dated August 11, 2009, and has earned 70% of Treelawn's 
interest in the Chester 1 Property, which is comprised of 2 mining leases covering approximately 152 hectares. 
Treelawn received a final payment of $2,500,000 and 3,000,000 common shares of the Company, representing 
the outstanding consideration payable under the Chester 1 Option Agreement. In consideration of waiving 
certain commercial production requirements under the Chester 1 Option Agreement, Treelawn's residual 30% 
working interest in the Chester 1 Property has been converted into a 30% free carried net profits interest.



Trelawney Mining and Exploration Inc.

Notes to Unaudited Consolidated Financial Statements
For the Three and Nine Month Periods Ended September 30, 2011 and 2010

24. Subsequent events (continued)

The Company has also earned a 92.5% interest in the Chester 3 Property, which is comprised of 1 mining 
lease, 20 patented claims and 29 unpatented mining claims covering approximately 890 hectares and contains 
the Cote Lake Deposit. Under the terms of an amending agreement dated November 22, 2011, between the 
Company and Treelawn Group Inc. , the Company accelerated the terms of the mining option agreement (the 
"Chester 3 Option Agreement") dated December 21, 2009, and has earned 92.5% of Treelawn Group's interest 
in the Chester 3 Property. Treelawn Group received a final payment of $90,000 and 8,000,000 common shares 
of the Company, representing the outstanding consideration payable under the Chester 3 Option Agreement. In 
consideration of accelerating the exercise of the Chester 3 Option Agreement Treelawn's residual 7.5% working 
interest in the Chester 3 Property has been converted into a 7.5% free carried interest.

On November 4, 2011, the Company completed its compulsory acquisition, pursuant to provisions of the 
Business Corporations Act (Ontario) (the “Act”), of all of the outstanding common shares of Augen that it did not 
already own at a ratio of 0.0862.  As a result of the compulsory acquisition, Augen has become a wholly-owned 
subsidiary of Trelawney.


