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BEAR LAKE GOLD LTD. 
(an exploration stage Company) 

 
 
 
 

Notice to Reader 

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the interim 

consolidated financial statements, they must be accompanied by a notice indicating that the interim consolidated financial 

statements have not been reviewed by an auditor. 

The accompanying unaudited interim consolidated financial statements of the Company have been prepared by and are the 

responsibility of the Companyôs management. 

The Companyôs independent auditor has not performed a review of these unaudited interim consolidated financial 

statements in accordance with standards established by the Canadian Institute of Chartered Accountants for a review of 

interim consolidated financial statements by an entityôs auditor.  
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Bear Lake Gold Ltd. 
(an exploration stage Company) 

Consolidated Balance Sheets  
  

 

 June 30, September 30, 

 2010 2009 

 (unaudited) (audited) 

 $ $ 

ASSETS   

Current assets   

    Cash and cash equivalents (note 6) 3,905,461 1,224,989 

    Marketable securities (note 7) 14,250 214,235 

    Amounts receivable 17,708 166,038 

  Short-term portion of investments (note 8) 992,755 33,270 

  Prepaid expenses and deposits 10,384 27,216 

 4,940,558 1,665,748 

   

Investments (note 8) 2,144,170 2,813,527 

Reclamation bond 3,040 3,040 

Plant and equipment (note 9) 1,920,146 1,922,734 

Exploration advance - 57,392 

Mineral properties (note 10) 9,999,922 9,976,550 

Deferred exploration expenses (note 10) 16,443,599 16,200,191 

 35,451,435 32,639,182 

   

LIABILITIES   

Current liabilities   

    Accounts payable and accrued liabilities 244,731 544,165 

    Short-term portion of long-term debt (note 11) 1,038,189 - 

 1,282,920 544,165 

   

Long-term debt (note 11) 2,411,173 3,225,131 

Minority interest 11,770 11,770 

 3,705,863 3,781,066 

SHAREHOLDERSô EQUITY   

Capital stock (note 12) 66,740,755 63,791,894 

Contributed surplus 8,176,600 7,461,908 

Deficit (43,171,783) (42,395,686) 

 31,745,572 28,858,116 

 35,451,435 32,639,182 

   
Going concern (note 3) 
 
Contingencies (note 14)  
 
The accompanying notes are an integral part of the unaudited interim consolidated financial statements.  

 
On behalf of the Board,  
 
/s/ François Viens                                                                         /s/ Elaine Bennett                                            

François Viens, Director Elaine Bennett, Director   
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Bear Lake Gold Ltd. 
(an exploration stage Company) 

Consolidated Operations and Comprehensive Loss (unaudited) 
  

 

 3rd Quarter  3rd Quarter  Nine-months  Nine-months  

 ended ended ended ended 

 June 30, June 30, June 30, June 30,  

 2010 2009 2010 2009 

 $ $ $ $ 

Expenses     

Stock-based compensation  63,224 76,078 78,054 528,821 

Other remuneration 87,481 72,624 273,184 262,006 

Management and administration 47,403 55,465 149,792 195,573 

Professional fees 23,857 21,018 82,732 71,327 

Office  26,372 36,511 105,924 95,299 

Transfer agent and filing fees 8,183 7,524 29,961 29,493 

Shareholder communications and travel 4,006 10,009 10,139 33,336 

Other property costs (note 14) 32,775 - 75,710 - 

Depreciation 863 1,084 2,588 3,251 

 294,164 280,313 808,084 1,219,106 

     

Other items     

Interest income (1,523) (5,623) (5,328) (31,798) 

Interest expense 11,727 6,260 31,679 33,146 

Settlement of class-action and other related costs (note 2) (11,460) - 286,795 - 

Gain on sale of marketable securities (note 7) - - (1,383) - 

Loss (gain) on marketable securities (note 7) 11,250 (32,623) 16,250 133,490 

Fair value adjustment of investments (note 8) 50,000 (53,588) (360,000) 389,412 

 59,994 (85,574) (31,987) 524,250 

     

Loss before income taxes (354,158) (194,739) (776,097) (1,743,356) 

Future income tax recovery  - 62,665 - 213,356 

 
Net loss and comprehensive loss 

 
(354,158) 

 
(132,074) 

 
(776,097) 

 
(1,530,000) 

     

Basic and diluted loss per common share (0.00) (0.00) (0.01) (0.02) 

     

Weighted average number of common shares  - basic 91,381,091 84,542,376 90,517,210 81,513,499 

Weighted average number of common shares ï diluted 91,382,452 85,491,355 90,526,342 82,008,562 

  
  

 
 

     

 
The accompanying notes are an integral part of the unaudited interim consolidated financial statements.   
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Bear Lake Gold Ltd.  
(an exploration stage Company) 

Consolidated Shareholdersô Equity (unaudited) 
  

      

 Number of Capital Contributed  Shareholdersô 

 Shares Stock surplus Deficit Equity 

  $ $ $ $ 

 
 

    

Balance at September 30, 2009 90,085,270 63,791,894 7,461,908 (42,395,686) 28,858,116 

Stock-based compensation - - 8,092 - 8,092 

Net loss for the period - - - (209,750) (209,750) 

Balance at December 31, 2009 90,085,270 63,791,894 7,470,000 (42,605,436) 28,656,458 

Stock-based compensation - - 6,738 - 6,738 

Net loss for the period - - - (212,189) (212,189) 

Balance at March 31, 2010 90,085,270 63,791,894 7,476,738 (42,817,625) 28,451,007 

Private placement (note 12) 19,605,609 3,270,354 492,768 - 3,763,122 

Shares in lieu of cash commission (note 12) 433,000 50,931 27,009 - 77,940 

Share issue costs (note 12) - (372,424) 116,861 - (255,563) 

Stock-based compensation - - 63,224 - 63,224 

Net loss for the period - - - (354,158) (354,158) 

Balance at June 30, 2010 110,123,879 66,740,755 8,176,600 (43,171,783) 31,745,572 

      

      

 
 

    

Balance at September 30, 2008 63,983,039 58,857,010 5,470,670 (28,875,283) 35,452,397 

Private placement 16,353,267 4,580,835 325,145 - 4,905,980 

Shares in lieu of broker commission 616,330 118,173 66,727 - 184,900 

Shares as debt settlement 1,416,666 271,661 153,339 - 425,000 

Share issue costs - (502,873) 152,382 - (350,491) 

Income tax deductions renounced - (1,241,550) - - (1,241,550) 

Stock-based compensation - - 5,024 - 5,024 

Net loss for the period - - - (794,637) (794,637) 

Balance at December 31, 2008 82,369,302 62,083,256 6,173,287 (29,669,920) 38,586,623 

Share issue costs - (7,100) - - (7,100) 

Stock-based compensation - - 447,719 - 447,719 

Net loss for the period - - - (603,289) (603,289) 

Balance at March 31, 2009 82,369,302 62,076,156 6,621,006 (30,273,209) 38,423,953 

Private placements 7,575,758 1,842,421 657,579 - 2,500,000 

Mineral properties 10,000 2,500 - - 2,500 

Share issue costs - (362,406) 129,440 - (232,966) 

Stock-based compensation - - 76,078 - 76,078 

Net loss for the period - - - (132,074) (132,074) 

Balance at June 30, 2009 89,955,060 63,558,671 7,484,103 (30,405,283) 40,637,491 

 

The accompanying notes are an integral part of the unaudited interim consolidated financial statements.   
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Bear Lake Gold Ltd. 
(an exploration stage Company) 

Consolidated Cash Flows (unaudited) 

 
 3rd Quarter  3rd Quarter  Nine-months  Nine-months  

 ended ended ended ended 

 June 30, June 30, June 30, June 30,  

 2010 2009 2010 2009 

 $ $ $ $ 

OPERATING ACTIVITIES 

 
 

 
 

Net loss (354,158) (132,074) (776,097) (1,530,000) 

Non-cash items     

   Depreciation 863 1,084 2,588 3,251 

   Stock-based compensation  63,224 76,078 78,054 528,821 

   Gain on sale of marketable securities - - (1,383) - 

   Unrealized loss (gain) on marketable securities 11,250 (32,623) 16,250 133,490 

   Fair value adjustment of  investments 50,000 (53,588) (360,000) 389,412 

   Future income tax recovery - (62,665) - (213,356) 

Changes in non-cash working capital items (85,496) (1,907) 3,552 141,386 

Cash flows from operating activities (314,317) (205,695) (1,037,036) (546,996) 

     

INVESTING ACTIVITIES     

Proceeds from sale of marketable securities - - 185,118 - 

Investments 10,217 119,565 69,872 326,565 

Mineral properties and deferred exploration expenses  (49,714) (1,224,599) (347,212) (4,284,956) 

Cash flows from investing activities (39,497) (1,105,034) (92,222) (3,958,391) 

     

FINANCING ACTIVITIES     

Proceeds from credit facilities - - 260,833 - 

Reimbursement of credit facilities (10,217) - (36,602) - 

Bank loan - (222,668) - 1,229,522 

Issuance of shares and warrants, net of costs 3,585,499 2,267,036 3,585,499 7,000,324 

Cash flows from financing activities 3,575,282 2,044,368 3,809,730 8,229,846 

     

Net increase in cash  3,221,468 733,639 2,680,472 3,724,459 

Cash (bank overdraft), beginning of period 683,993 2,955,531 1,224,989 (35,289) 

 
Cash and cash equivalents, end of period  

 
3,905,461 

 
3,689,170 

 
3,905,461 

 
3,689,170 

     

Interest paid 11,727 6,260 31,679 33,146 

 
Changes in other non-cash items 

    

Accounts payable related to exploration projects (3,770) 142,322 (137,824) 120,086 

Issuance of shares in lieu of broker commission 77,940 - 77,940 184,900 

Issuance of shares as debt settlement - - - 425,000 

Issuance of broker warrants  116,861 129,440 116,861 281,822 

Issuance of shares pursuant to a mineral property agreement  - 2,500 - 2,500 

     

The accompanying notes are an integral part of the unaudited interim consolidated financial statements.   
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Bear Lake Gold Ltd. 
(an exploration stage Company) 

Consolidated Deferred Exploration Expenses (unaudited) 

 
3

rd
 Quarter ended June 30, 2010 

 

      3rd quarter 

      ended 

 Larder Lake, Hope Bay, Unity,   June 30,  

 Ontario Nunavut Idaho Total  2009 

 $ $ $ $  $ 

       

Balance, beginning of period 10,124,023 5,307,781 973,686 16,405,490  13,546,972 

       

Drilling and assaying - - - -  1,184,745 

Geology - - - -  31,897 

Contractors and consultants 1,950 - - 1,950  27,597 

Labour 11,299 - - 11,299  48,385 

Title and claim management 17,726 - - 17,726  2,501 

Administration 7,134 - - 7,134  44,316 

 38,109 - - 38,109  1,339,441 

 
Balance, end of period 

 
10,162,132 

 
5,307,781 

 
973,686 

 
16,443,599 

 
 

14,886,413 

       

       

       

 
Nine-months ended June 30, 2010  

 

      Nine-months 

      ended 

 Larder Lake, Hope Bay, Unity,   June 30, 

 Ontario Nunavut Idaho Total  2009 

 $ $ $ $  $ 

       

Balance, beginning of period 10,029,974 5,196,531 973,686 16,200,191  11,003,591 

       

Drilling and assaying 18,978 - - 18,978  3,310,318 

Geology 480 - - 480  69,510 

Contractors and consultants 24,121 4,511 - 28,632  122,000 

Labour 26,973 - - 26,973  170,132 

Title and claim management 17,900 - - 17,900  8,199 

Administration 43,706 106,739 - 150,445  202,663 

 132,158 111,250 - 243,408  3,882,822 

 
Balance, end of period 

 
10,162,132 

 
5,307,781 

 
973,686 

 
16,443,599 

 
 

14,886,413 

       

       

       

The accompanying notes are an integral part of the unaudited interim consolidated financial statements.   
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Bear Lake Gold Ltd. 
(an exploration stage Company) 
Notes to Consolidated Financial Statements 
June 30, 2010 (unaudited) 

1. GOVERNING STATUTES AND NATURE OF OPERATIONS 

Bear Lake Gold Ltd. (ñBear Lakeò or the ñCompanyò) was incorporated under the laws of Ontario, Canada. The Company is 

primarily engaged in the acquisition and exploration of mineral properties. To date, the Company has not earned significant 

revenues and is considered to be in the exploration stage. All financial results in these financial statements are expressed in 

Canadian dollars unless otherwise indicated. 

On July 21, 2009, the Company announced that it had become aware of material inconsistencies regarding the Companyôs 

exploration data in respect of the Companyôs Larder Lake Property.  Following the completion of a technical investigation 

undertaken by Scott Wilson Roscoe Postle Associates (ñScott Wilson RPAò), the Company confirmed on November 3, 2009 

certain data inconsistencies disclosed during the period from November 27, 2008 to July 14, 2009 as well as three additional 

inconsistencies. Exploration activities at the Larder Lake Property were suspended on July 17, 2009, as soon as the data 

inconsistencies were uncovered, and have recommenced on July 5, 2010 following the settlement of a class-action suit (note 

2) and the completion of a private placement (note 12).  

The Company has not yet determined whether its mineral properties contain ore reserves that are economically recoverable. 

The recoverability of the amounts shown for mineral properties and deferred exploration expenses is dependent upon the 

existence of economically recoverable reserves on these properties, the ability of the Company to obtain necessary financing 

to complete the development of those reserves and upon future profitable production from these reserves or sufficient 

proceeds from their disposal thereof. The Company will periodically have to raise additional funds to continue operations, 

and while it has been successful in doing so in the past, there can be no assurance it will be able to do so in the future. 

Although the Company has taken steps to verify title to the mineral claims in which it has an interest, in accordance with 

industry standards for the current stage of exploration of such properties, these procedures do not guarantee the Companyôs 

title. Property title may be subject to unregistered prior agreements and non-compliance with regulatory requirements. 

2.  SETTLEMENT OF CLASS-ACTION SUIT 

On August 10, 2010, the Ontario Superior Court of Justice approved the plaintiffôs motion for certification and settlement of a 

proposed class action thereby dismissing the proposed lawsuit and all related claims. As previously announced, the 

proposed class action lawsuit was filed on August 25, 2009 in the Ontario Superior Court of Justice against the Company 

and certain of its current and former officers and directors, alleging certain misrepresentations were made during the period 

from July 18, 2006 to July 28, 2009 regarding Bear Lakeôs Larder Lake project. The proposed lawsuit claimed general and 

special damages in the amount of $20 million and punitive damages in the amount of $5 million. On April 5, 2010 and April 

13, 2010, the Company announced that an agreement in principle had been reached to settle the proposed lawsuit.  

The settlement agreement provides for the settlement, release and dismissal of all claims asserted against the Company and 

the individual proposed defendants and does not in any way contain or constitute any admission of liability by the Company 

or its officers, directors or employees. The total settlement amounts to $1,300,000, of which $1,100,000 will be funded 

through insurance coverage. 

Settlement and other related costs in the amount of $286,795 were incurred during the nine-month period ended June 30, 

2010, net of insurance proceeds. Other related costs include mostly legal and technical consulting fees. 

 

 



  9 

Bear Lake Gold Ltd. 
(an exploration stage Company) 
Notes to Consolidated Financial Statements 
June 30, 2010 (unaudited) 

3.    GOING CONCERN  

These consolidated financial statements have been prepared with the assumption that the Company will be able to realize its 

assets and discharge its liabilities in the normal course of business. The Company is at an early stage of development and 

as is common with many exploration companies, it raises funds for its exploration activities through equity financing. The 

Company has incurred a loss in the current and prior periods and has an accumulated deficit of $43,171,783 at June 30, 

2010.  

At June 30, 2010, the Company had cash and cash equivalents of $3,905,461 and believes this amount is sufficient to meet 

its planned exploration expenditures on the Larder Lake Property and to meet its corporate administrative expenses for the 

next 12 months. Longer term, the Company may pursue opportunities to raise additional funds and while the Company has 

been successful in raising funds in the past, there can be no assurance that adequate funding will be available in the future, 

or available under terms favorable to the Company. The Companyôs exploration activities at the Larder Lake Property have 

considerable scope for flexibility in terms of the amount and timing of exploration expenditures.     

The Company is also required to spend an additional amount of approximately $2,000,000 on the Hope Bay Project by 

October 31, 2010 in order to earn a 75% interest in the project. The Company has not yet received and approved an 

adequate work program for the Hope Bay Project and is evaluating various options to complete its earn-in commitment in the 

project. However, there can be no assurance that the Company will be successful in doing so. Should the Company fail to 

complete its earn-in commitment by October 31, 2010 or is unable to negotiate revised terms with the optionor, the option 

agreement would terminate and the Company would be obligated to write-down accumulated capitalized costs related to the 

project of $5,882,781. 

4. BASIS OF PRESENTATION, CHANGE IN ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES 

The accompanying unaudited interim consolidated financial statements have been prepared in accordance with Canadian 

generally accepted accounting principles ("GAAP"). They are consistent with the policies and practices used in the 

preparation of the Company's audited annual consolidated financial statements, except for the adoption of a new standard 

described in the following paragraph. These unaudited interim consolidated financial statements should be read in 

conjunction with the Company's audited consolidated financial statements for the years ended September 30, 2009 and 

2008, since they do not include all of the information and notes to the financial statements required by Canadian GAAP for 

annual consolidated financial statements. These unaudited interim consolidated financial statements reflect all normal and 

recurring adjustments which are, in the opinion of management, necessary for a fair presentation of the respective interim 

periods presented. 

In June 2009, the CICA amended Section 3862, Financial Instruments ï Disclosures  to introduce new financial 

disclosure requirements, particularly with respect to fair value measurement of financial instruments and entity exposure to 

liquidity risk. The amendments require all financial instruments measured at fair value to be classified within one of three 

levels that distinguish fair value measurement by the significance of the inputs used for valuation. In addition, the 

amendments require enhanced disclosure regarding the nature and extent of liquidity risk arising from financial instruments 

to which the Company is exposed. On October 1, 2009, the Company adopted the amendments to this section, which 

requirements are presented in note 5 to these consolidated financial statements. These amendments had no impact on the 

Companyôs results of operations. 



  10 

Bear Lake Gold Ltd. 
(an exploration stage Company) 
Notes to Consolidated Financial Statements 
June 30, 2010 (unaudited) 

4. BASIS OF PRESENTATION, CHANGE IN ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (continued) 

The preparation of consolidated financial statements in accordance with Canadian GAAP requires management to make 

estimates and assumptions that affect the amounts recorded in the financial statements and notes to financial statements. 

These estimates and assumptions are based on management's best knowledge of current events and actions that the 

Company may undertake in the future. Actual results may differ from those estimates. Significant areas where management 

judgment is applied are the carrying value of investments, mineral properties and deferred exploration expenses, the 

valuation of asset retirement obligation and stock-based compensation.  

5. FINANCIAL INSTRUMENTS, RISK MANAGEMENT AND CAPITAL MANAGEMENT  

Fair value of f inancial instruments  

The Company's financial instruments consist of cash and cash equivalents, marketable securities, amounts receivable, 

investments, accounts payable and accrued liabilities and long-term debt. Other than marketable securities, investments and 

long-term debt, the fair value of these financial instruments approximates their carrying value given that they will mature 

shortly. The fair value of investments was determined by using the discounted cash flow method, as fully described in note 8 

to these consolidated financial statements. The fair value of long-term debt is estimated to be equal to book value due to the 

variable nature of the interest rate on the loans. A plus or minus 10% change in the value of the marketable securities at 

June 30, 2010 would affect earnings by approximately $1,400 ($21,400 at September 30, 2009).  

The following table summarizes the fair value hierarchy under which the Companyôs financial instruments are valued: 

Level 1 ï includes unadjusted quoted prices in active markets for identical assets or liabilities;  

Level 2 ï includes inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either 

directly or indirectly; and 

Level 3 ï includes inputs for the asset or liability that are not based on observable market data; a reconciliation from the 

beginning balance to the ending balance is provided. 

 

 June 30, 2010 

 Level 1 Level 2 Level 3 

 $ $ $ 

    

Cash and cash equivalents 3,905,461 - - 

Marketable securities 14,250 - - 

Investments - - 3,136,925 

 

 Reconciliation of  

 Level 3 investments 

 $ 

  

Balance, beginning of period 2,846,797 

Fair value adjustment included in net loss (note 8) 360,000 

Interest income received (33,270) 

Partial redemption of investments (36,602) 

 
Balance, end of period 3,136,925 
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Bear Lake Gold Ltd.  
(an exploration stage Company) 
Notes to Consolidated Financial Statements 
June 30, 2010 (unaudited) 

 

5. FINANCIAL INSTRUMENTS, RISK MANAGEMENT AND CAPITAL MANAGEMENT (continued) 

Risk management  

The Company thoroughly examines the various financial risks to which it is exposed and assesses the impact and likelihood 

of those risks. Where material, these risks are reviewed and monitored by the Board of Directors.  

Credit risk  

Credit risk is the risk of an unexpected loss if a party to its financial instrument fails to meet its contractual obligations. At 

June 30, 2010, the Companyôs financial assets exposed to credit risk are primarily composed of cash and cash equivalents, 

amounts receivable and investments. To mitigate exposure to credit risk, the Company has revised its policy to limit the 

concentration of credit risk, to ensure counterparties demonstrate minimum acceptable worthiness, and to ensure liquidity of 

available funds. The Companyôs cash and cash equivalents is held with large Canadian financial institutions. The Companyôs 

investments are exposed to credit risk as fully described in note 8 to these financial statements.  

Liquidity risk  

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Companyôs 

liquidity and operating results may be adversely affected if the Companyôs access to the capital market is hindered, whether 

as a result of a downturn in stock market conditions generally or related to matters specific to the Company. The Company 

generates cash flow primarily from its financing activities. At June 30, 2010, the Companyôs working capital totals $3,657,638 

($1,121,583 at September 30, 2009). Current liabilities of $1,282,920 at June 30, 2010 ($544,165 at September 31, 2009) 

are due within the next 12 months. The Company regularly evaluates its cash position to ensure preservation and security of 

capital as well as maintenance of liquidity. 

The following are the contractual maturities of the Companyôs financial liabilities as at June 30, 2010: 

 

 Less    

 than 1 year 1-2 years 2-5 years 

 $ $ $ 

    

Accounts payable and accrued liabilities 244,731 - - 

Credit facilities (a) 1,038,189 - 2,411,173 

Interest payments (b) 49,794 72,335 108,503 

(a) Under certain conditions, these credit facilities can each be extended to a total period of 7 years. 

(b) The estimated interest payable on the floating-rate credit facilities was based on the interest rate in effect as at June 30, 

2010. 
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Bear Lake Gold Ltd.  
(an exploration stage Company) 
Notes to Consolidated Financial Statements 
June 30, 2010 (unaudited) 

 

5. FINANCIAL INSTRUMENTS, RISK MANAGEMENT AND CAPITAL MANAGEMENT (continued) 

Currency risk  

The Company has limited exposure to financial risk arising from fluctuations in foreign exchange rates and the degree of 

volatility of these rates, as the amount of expenditures in foreign currency is not significant (approximately US $7,500 

($7,707) during the 3
rd

 quarter ended June 30, 2010 and US $22,500 ($23,427) during the nine-month period ended June 

30, 2010). The Company does not use derivative instruments to reduce its exposure to foreign currency risk. As at June 30, 

2010, financial assets include cash of US$114,765 ($122,179) and financial liabilities include accounts payable and accrued 

liabilities of US $2,500 ($2,662).   

Interest rate risk  

Interest rate risk is the risk that the fair value of the future cash flows of a financial instrument will fluctuate because of 

changes in market interest rates. The Company has not entered into any derivative contracts to manage this risk.  

The Companyôs policy as it relates to its cash balances is to invest excess cash in highly liquid, low-risk, short-term interest-

bearing investments (such as bankersô acceptances, term deposits, guaranteed investment certificates or treasury bills) with 

maturities of 180 days or less from the original date of acquisition. The Company is also exposed to interest rate changes on 

its investments that are expected to pay interest. The Companyôs exposure to interest rate risks arising from its investments 

is fully described in note 8 to these consolidated financial statements. 

The long-term debt bears interest at a floating rate and therefore, the Company is exposed to the cash flow risks resulting 

from interest rate fluctuations. Based on the amount outstanding under the credit facility at June 30, 2010, a plus or minus 

1% change in the prime lending rate would affect earnings by approximately $34,500 over a 12-month period.   

Commodity price risk  

The Company currently has no direct exposure to price risk for fluctuation in the market price of gold. 
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Bear Lake Gold Ltd.  
(an exploration stage Company) 
Notes to Consolidated Financial Statements 
June 30, 2010 (unaudited) 

5. FINANCIAL INSTRUMENTS, RISK MANAGEMENT AND CAPITAL MANAGEMENT (continued) 

Capital management  

The Company defines capital that it manages as debt facilities and shareholdersô equity. When managing capital, the 

Companyôs objective is to ensure the entity continues as a going concern as well as to achieve optimal returns to 

shareholders. Management adjusts the capital structure as necessary in order to support the acquisition, exploration and 

development of mineral properties. As long as the Company is in the exploration stage, it is not the intention of the Company 

to contract debt obligations to finance its work programs, except in exceptional circumstances, as has occurred in the case of 

contracting credit facilities secured by the Companyôs investments. The Board of Directors does not establish quantitative 

return on capital criteria for management, but rather relies on the expertise of the Companyôs management team to sustain 

the future development of the business. As at June 30, 2010, total loans and shareholdersô equity [managed capital] was 

$35,194,934 (September 30, 2009 - $32,083,247). 

The Company invests all capital not required for its immediate needs in short-term, liquid and highly rated financial 

instruments, such as cash and other short-term guaranteed deposits, all held with major financial institutions. 

Management reviews its capital management approach on an ongoing basis and believes that this approach, given the 

relative size of the Company, is appropriate. There were no changes in the Companyôs approach to capital management 

during the 3
rd

 quarter ended June 30, 2010. The Company is not subject to any externally imposed capital requirements at 

June 30, 2010. The Company expects that its current capital resources will be sufficient to discharge its current liabilities as 

at June 30, 2010. 

6. CASH AND CASH EQUIVALENTS 

 

   June 30,  September 30,  

   2010 2009 

   $ $ 

     

Bank balances   3,405,461 1,224,989 

Guaranteed investment certificate, bearing interest at 0.45%,     

   maturing in July 2010   500,000 - 

   
 

3,905,461 
 

1,224,989 
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Bear Lake Gold Ltd.  
(an exploration stage Company) 
Notes to Consolidated Financial Statements 
June 30, 2010 (unaudited) 

7. MARKETABLE SECURITIES  

 
   

  Unrealized  June 30, 2010 Sept. 30, 2009 

 Cost Losses Fair value Fair value 

 $ $ $ $ 

     

Shares of Eloro Resources Ltd.  - - - 183,735 

Shares held in other public companies  77,800 (63,550) 14,250 30,500 

 
 

77,800 (63,550) 14,250 214,235 

 

In November 2009, the Company sold all of the shares that it held in Eloro Resources Ltd. (ñEloroò), a publicly-held company 

listed on the TSX Venture Exchange (ñTSXVò), related by virtue of a common director, for net proceeds of $185,118, 

resulting in a gain of $1,383. 

8. INVESTMENTS 

On June 30, 2010, the Company held investments in Master Asset Vehicles II and III (ñMAV II and IIIò), which had initially 

been invested in Canadian third-party asset-backed commercial paper (ñABCPò). These investments, which have been 

designated as held-for-trading, are accounted for at their fair value. The detail of these investments is as follows: 

      

  June 30,   September 30, 

  2010   2009  

 $ $ $  $ 

Eligible notes - nominal amount      

   MAV II Senior A-1 notes 1,883,302  1,884,438   

   MAV II Senior A-2 notes 1,059,785  1,059,785   

   MAV II Subordinated B notes 192,381  192,381   

   MAV II Subordinated C notes 97,160  97,160   

      

 3,232,628  3,233,764   

Fair value adjustment (1,088,458) 2,144,170 (1,157,949)  2,075,815 

      

Ineligible notes - nominal amount      

   MAV II Ineligible Class 1 tracking notes 415,026  415,026   

   MAV III Class 34 tracking notes  267,575  303,041   

   MAV III Class 35 tracking notes 264,702  264,702   

   MAV III Class 36 tracking notes 145,537  145,537   

      

 1,092,840  1,128,306   

Fair value adjustment (1) (100,085) 992,755 (357,324)  770,982 

      

  3,136,925   2,846,797 

Less: short-term portion of investments (1)  992,755   33,270 

  2,144,170   2,813,527 
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8. INVESTMENTS (continued) 
 
(1) The fair value of the ineligible notes at June 30, 2010 was established based on the discounted value of the Second Credit Facility (note 
11) as the Company was granted an option to transfer to its lender on or after May 12, 2011 the ownership of the ineligible notes in full 
payment of the principal amount then owing under the Second Credit Facility. Given that the Company has not made a request to extend for 
an additional one-year period the original maturity date of the Second Credit Facility and intends to exercise, on or after the maturity date, its 
option to transfer to its lender the ownership of those ineligible notes held, in payment of the principal amount then owing under the Second 
Credit Facility, the amount of ineligible notes held was presented as short-term portion of investments.   

The Company received an amount of $33,270 in November 2009 representing the final tranche of interest earned on the 

ABCP. This amount was accounted for as a reduction of the Companyôs investments. During the 3
rd

 quarter and the nine-

month period ended June 30, 2010, the Company received amounts of $10,217 and $36,602 respectively, as partial 

redemption of the MAV II Senior A-1 notes and the MAV II Class 1 and MAV III Class 34 tracking notes. These amounts 

were applied as a reduction of the related notes.  

At June 30, 2010 the Company established the fair value of the MAV II and III notes that it holds by estimating discounted 

future cash flows for each category of notes received, using discount rates of between 5.0% and 17.0% (discount rates of 

between 3.0% and 17.4% at September 30, 2009), by taking into account that the Company has the option to transfer to its 

lender on or after May 12, 2011 the ownership of the ineligible notes in payment of the principal amount then owing under 

the Second Credit Facility (note 11), by estimating that certain notes will pay interest at a rate of 0.5% less than the bankersô 

acceptance rate and by considering the best available market data. This estimation of fair value resulted in a fair value 

adjustment of $50,000 for the 3
rd

 quarter ended June 30, 2010 and a fair value recovery adjustment of $360,000 for the nine-

month period ended June 30, 2010 (a fair value recovery adjustments of $53,588 during the 3
rd

 quarter ended June 30, 2009 

and a fair value adjustment of $389,412 during the nine-month period ended June 30, 2009). A variation of 1% in discount 

rates would impact the fair value of investments by approximately $129,000.  

There are currently no market quotations available for the MAV II and III notes. Therefore, there is a significant amount of 

uncertainty in estimating the amount and timing of cash flows associated with these notes. Since the fair value of the MAV II 

and III notes held is determined based on the Companyôs assessment of market conditions as at June 30, 2010, the fair 

value reported may change materially in subsequent periods. 

9. PLANT AND EQUIPMENT 

 

  Accumulated June 30, 2010 September 30, 2009 

 Cost depreciation Net Net 

 $ $ $ $ 

     

Mining equipment  1,918,000 - 1,918,000 1,918,000 

Office furniture and equipment 13,002 (10,856) 2,146 4,734 

 
 

1,931,002 
 

(10,856) 
 

1,920,146 
 

1,922,734 
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10. MINERAL PROPERTIES AND DEFERRED EXPLORATION EXPENSES 

 
 June 30, 2010 September 30, 2009 

  Deferred  Deferred 

 Mineral Exploration Mineral Exploration 

 Properties (1) Expenses Properties (1) expenses 

 $ $ $ $ 

     

Larder Lake, Ontario 9,303,421 10,162,132 9,303,421 10,029,974 

Hope Bay, Nunavut 575,000 5,307,781 575,000 5,196,531 

Unity, Idaho 121,501 973,686 98,129 973,686 

 9,999,922 16,443,599 9,976,550 16,200,191 

 
(1) Amounts presented are net of a Write-down of mineral properties of $15,200,000 charged to operations during the year ended September 30, 
2009, due to share-based payments made in prior years at a time when the Companyôs share price was trading at significantly higher levels.  Of the 
total Write-down of mineral properties, an amount of $14,700,000 was attributable to the Larder Lake Property and an amount of $500,000 was 
attributable to the Hope Bay Project. 

Larder Lake, Ontario 

At June 30, 2010, the Company owns a 100% interest in the Bear Lake, Cheminis, Cheminis North and Fernland properties 

which consists of 55 patented claims, 1 claim for surface rights and 2 licenses of occupation in McGarry and McVittie 

Townships near Kirkland Lake, Ontario; a 100% interest in the Barber Larder property which consists of 7 patented claims 

and 2 licenses of occupation in McGarry Township, Ontario; a 75% interest in the Swansea property which consists of 5 

mining leases covering 28 claims in McVittie Township, Ontario; a 100% interest in the McVittie McGarry properties which 

consists of 10 mining claims in McVittie Township, Ontario, 2 mining claims in McGarry Township, Ontario and 1 mining 

claim in Gauthier Township near Kirkland Lake, Ontario; and a 100% interest in the McVittie property which consists of 2 

mining claims in McVittie Township, Ontario.  

Royalty commitments on the Larder Lake properties consist of a 1% net smelter return royalty on the McVittie McGarry 

properties, of which the Company has the option to purchase 0.5% for an amount of $500,000 and on which Eloro also owns 

directly a net smelter return royalty of 0.5%; and a 0.5% net smelter royalty on the McVittie property, of which the Company 

has the option to purchase 0.25% for an amount of $250,000. 
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10. MINERAL PROPERTIES AND DEFERRED EXPLORATION EXPENSES (continued) 

Hope Bay, Nunavut 

Pursuant to an agreement dated September 10, 2004 and subsequent amendments, Hope Bay Mining Ltd. (ñHB Miningò) (a 

subsidiary of Newmont Mining Corporation) and the Company, entered into an option agreement whereby the Company can 

earn a 75% interest in the Chicago Claim Group and Twin Peaks areas, located in Hope Bay, Nunavut.  To earn its interest, 

the Company is required to: a) issue to HB Mining 2,500,000 of its common shares; all such shares have been issued at 

June 30, 2010; and b) incur $7,250,000 in expenditures over six years, with scheduled minimum cumulative expenditures of 

$5,250,000 by October 31, 2009 (which amount has been incurred) and $7,250,000 by October 31, 2010. Additionally, the 

Company will be required to issue up to 8,250,000 common shares as follows: a) 750,000 shares following the reporting of 

the first 500,000 of gold equivalent ounces in measured, indicated or inferred resources; b) 3,750,00 shares over three 

tranches upon the first, second and third million gold equivalent ounces reported as measured and/or indicated resources; c) 

1,250,000 shares on delivery of a positive feasibility study; and d) 2,500,000 shares upon reaching commercial production. 

HB Mining will have a one-time right to buy back up to a 50% interest and become operator by paying the Company 150% of 

the Companyôs proportionate exploration costs for the percentage being acquired.  

The Company is required to spend an additional amount of approximately $2,000,000 on the Hope Bay Project by October 

31, 2010 in order to earn its 75% interest in the property. At June 30, 2010, the Company had not yet received and approved 

an adequate work program for the Hope Bay Project and is evaluating various options to complete its earn-in commitment in 

the project. However, there can be no assurance that the Company will be successful in doing so. Should the Company fail 

to complete its earn-in commitment by October 31, 2010 or is unable to negotiate revised terms with the optionor, the option 

agreement would terminate and the Company would be obligated to write-down accumulated capitalized costs related to the 

project of $5,882,781. 

Unity, Idaho 

On July 31, 2007, the Company entered into an option agreement (with subsequent amendment dated April 6, 2009) with 

Unity GoldSilver Mines Inc. (a privately-held company) (ñUnityò) to earn a 60% interest in the Unity mineral property located 

in Idaho, USA. To earn its interest, the Company must incur US$1,000,000 in exploration and development work and 

complete a positive feasibility study by February 16, 2012. During the earn-in period, the Company will manage all 

exploration-related activities. 
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11. CREDIT FACILITIES  

  June 30, September 30, 

 2010 2009 

 $ $ 

Revolving credit facilities    

   First Credit Facility   

      Tranche A 1,444,301 1,445,437 

      Tranche B 966,872 966,872 

 2,411,173 2,412,309 

   Second Credit Facility 1,038,189 812,822 

 3,449,362 3,225,131 

   

Due within the next year 1,038,189 - 

 2,411,173 3,225,131 

 

On May 12, 2009, the Company, through its wholly-owned subsidiary Maximus Ventures Ltd. (ñMaximusò), entered into two 

credit facility agreements with its lender, for a total loan amount of $3,510,833, in replacement of the temporary bank loan 

that had been entered into in August 2007, to fund working capital requirements following the liquidity disruption that 

affected the Canadian third-party ABCP market. The term facilities, which bear interest at prime less 1%, subject to the 

respect of certain conditions, are available initially for 2 and 3-year periods, respectively and under certain conditions can 

each be further extended to a total period of 7 years.  

 

The first Credit Facility (initially available for a 3-year period) is made available in two tranches. The tranche A facility is 

secured by the Companyôs investments in those eligible notes (note 8) and the tranche B facility is secured by those eligible 

notes as well as a general security interest in the universality of all of Maximusô assets. The second Credit Facility (initially 

available for a 2-year period) is secured by the Companyôs investments in those ineligible notes (note 8). In respect of the 

Second Credit Facility, the Company has not made a request to extend for an additional one-year period the original 

maturity date as provided for in the credit facility agreement and intends to exercise, on or after the maturity date, its option 

to transfer to its lender the ownership of those ineligible notes held, in payment of the principal amount then owing under the 

Second Credit Facility. Consequently, the amount owed under the Second Credit Facility at June 30, 2010 was presented 

under current liabilities on the consolidate balance sheet.  

 

During the nine-month period ended June 30, 2010, the Company borrowed the final amount available under the credit 

facilities of $260,833. Cash proceeds from the sale of the MAV II and III notes are automatically applied to the amount of the 

outstanding related borrowings. During the 3
rd

 quarter ended June 30, 2010 and the nine-month period ended June 30, 

2010, the Company received total amounts of $10,217 and $36,602, respectively, as partial redemption of some of the notes 

held. These amounts were applied as a reduction of the related borrowings.  
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12. CAPITAL STOCK  

Authorized 

The Company is authorized to issue an unlimited number of common shares without par value. 

Issuance of shares 

In June 2010, the Company completed in two tranches a non-brokered private placement for total gross proceeds of 

$3,763,122 (the ñFinancingò). Under the Financing, the Company issued a total of 11,705,600 ñflow-throughò common shares 

(ñFT Sharesò) at a price of $0.20 per FT Share and 7,900,009 units ("Units") at a price of $0.18 per Unit. Each Unit issued 

consists of one common share and one common share purchase warrant (ñWarrantò), with each Warrant exercisable to 

acquire one common share of the Company at a price of $0.30 per share for a period of 24 months from the closing date of 

the Financing. The Warrants are subject to a right of accelerated expiry at the Companyôs option where the closing price of 

the common shares on the TSXV exceeds $0.50 for twenty consecutive trading days at any time after four months and one 

day from closing of the Financing. Proceeds of the Units were allocated between common shares and Warrants based on 

their relative fair values. The fair value of the common shares was calculated by using the TSXV share price on the date of 

the issuance and the value of the Warrants was measured based on the Black-Scholes option pricing model. An amount of 

$492,768 was allocated to such share purchase warrants and was presented as part of contributed surplus. As part of the 

Financing, the Company paid a cash commission of $142,667 and issued 433,000 Units in lieu of a cash commission, with 

each such Unit comprised of one common share and one Warrant, with each Warrant entitling the holder to acquire one 

common share of the Company at $0.30 per share for a period of 24 months from the closing date of the Financing. These 

warrants have been recorded at a fair value of $27,009 and presented as part of contributed surplus. The Company also 

issued finderôs warrants entitling the holder to purchase up to 1,146,336 common shares of the Company at a price of $0.25 

per share for a period of 24 months from the closing date of the Financing. These finderôs warrants have been recorded at a 

fair value of $116,861. Warrants and finderôs warrants were measured based on the Black-Scholes option pricing model 

using a risk-free interest rate of 1.70%, an expected life of the Warrants of 2 years, an annualized volatility of 125% and a 

dividend rate of 0%. 

The gross proceeds from the sale of the FT Shares are being used to incur Canadian Exploration Expenses on the Larder 

Lake Property, which funds are to be expended by December 31, 2011. At June 30, 2010, an amount of $2,338,822 remains 

available to incur such eligible Canadian Exploration Expenses. 

Warrants 

 3
rd

 quarter ended Nine-months ended 

 June 30, June 30, 

 2010 2010 

Number of warrants   

   

Balance, beginning of period 10,041,898 10,041,898 

Issued 9,479,345 9,479,345 

Exercised / Expired - - 

Balance, end of period 19,521,243 19,521,243 
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12. CAPITAL STOCK (continued) 

Warrants (continued) 

At June 30, 2010, the outstanding number of warrants exercisable into common shares is as follows: 

 
 Number of   Number of   

 Warrants  Exercised / Warrants Price  

 Sept 30, 2009 Issued Expired June 30, 2010 per share Expiry date 

     $  

Private placement ï October 2008 2,991,495 - - 2,991,495 0.40 2010-10-23 

Broker warrants - October 2008 699,225 - - 699,225 0.30 2010-10-23 

In lieu of cash commission 616,330 - - 616,330 0.40 2010-10-23 

As debt settlement 1,416,666 - - 1,416,666 0.40 2010-10-23 

Private placement ï June 2009 3,787,879 - - 3,787,879 0.40 2011-06-04 

Broker warrants - June 2009 530,303 - - 530,303 0.33 2011-06-04 

Private placement ï June 2010 - 7,900,009 - 7,900,009 0.30 2012-06-22 

Finderôs warrants - June 2010 - 783,000 - 783,000 0.25 2012-06-22 

In lieu of cash commission - 433,000 - 433,000 0.30 2012-06-22 

Finderôs warrants ï June 2010  - 363,336 - 363,336 0.25 2012-06-29 

 10,041,898 9,479,345 - 19,521,243 0.34   

Stock options  

The following table sets out the activity in stock options:  
 3

rd
 quarter ended Nine-months ended 

 June 30, June 30, 

 2010 2010 

Number of Options    

   

Balance, beginning of period 6,465,000 7,277,500 

Granted 13,500 13,500 

Cancelled / expired (195,000) (1,007,500) 

Balance, end of period 6,283,500 6,283,500 
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12. CAPITAL STOCK (continued) 

Stock options (continued) 

Stock option transactions are detailed as follows: 

 
  Balance,   Balance, Number of Residual 

 Exercise September 30, Granted Cancelled / June 30, options Exercise 

Grant date Price 2009 (1) Expired (2) 2010  exercisable Period 

 
 

$  
 

    

2008 Stock Option Plan        

Sep 20, 2008 0.70 100,000 - - 100,000 66,667 3.2 years 

Jan 30, 2009 (1) 0.28 2,272,500 - (400,000) 1,872,500 1,872,500 3.6 years 

April 21, 2010 0.24 - 13.500 - 13,500 13,500 4.8 years 

NFX Stock Option Plan        

Dec 16, 2005 0.60 112,500 - - 112,500 112,500 0.2 years 

Jan 30, 2006 1.10 150,000 - - 150,000 150,000 0.2 years 

Aug 17, 2007 0.70 850,000 - - 850,000 850,000 0.2 years 

Sept 19, 2007 0.82 100,000 - - 100,000 100,000 0.2 years 

Nov 9, 2007 1.60 450,000 - - 450,000 450,000 0.2 years 

Maximus Stock Option Plan        

Nov 12, 2004 0.24 250,000 - (250,000) - - - 

Aug 31, 2005 0.20 350,000 - - 350,000 350,000 0.2 years 

Mar 28, 2006 0.60 100,000 - - 100,000 100,000 0.8 years 

Nov 14, 2006 0.64 450,000 - - 450,000 450,000 1.4 years 

Dec 27, 2006 0.80 500,000 - - 500,000 500,000 1.5 years 

Feb 22, 2007 0.70 200,000 - (200,000) - - - 

May 23, 2007 0.58 100,000 - - 100,000 100,000 1.9 years 

Dec 14, 2007 0.84 262,500 - (87,500) 175,000 175,000 2.5 years 

Jan 4, 2008 0.80 400,000 - - 400,000 400,000 2.5 years 

Jan 25, 2008 0.76 212,500 - (25,000) 187,500 187,500 2.6 years 

Mar 4, 2008      0.68 417,500 - (45,000) 372,500 372,500 2.7 years 

    0.62 7,277,500 13,500 (1,007,500) 6,283,500 6,250,167   

 
(1) The Company granted to an employee of the Company a total of 13,500 stock options in April 2010 following a year-end performance 

review completed by the Compensation Committee of the Board; these options are exercisable for a period of five years at $0.24 per 
share, the market closing price on the day preceding the grant. 

(2) A total of 485,000 stock options were cancelled following the termination in November 2009 of the Companyôs former Vice President, 
Exploration, 250,000 stock options expired unexercised in November 2009, 87,500 stock options expired in January 2010 following the 
resignation of the Companyôs Manager, Investor Relations and 195,000 stock options were cancelled in April 2010 following a year-end 
performance review completed by the Compensation Committee of the Board.  

Diluted earnings per share 

Excluded from the calculation of the diluted earnings per share for the 3
rd

 quarter and nine-month periods ended June 30, 

2010 are 19,521,243 warrants (8,824,142 during the 3
rd

 quarter and nine-month periods ended June 30, 2009) and 

5,933,500 stock options (4,452,500 during the 3
rd

 quarter and nine-month periods ended June 30, 2009) because to include 

them would be anti-dilutive.  
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13. RELATED PARTY TRANSACTIONS 

During the 3
rd

 quarter ended June 30, 2010, the Company paid or accrued administration expenses of $34,875 to Reunion 

Gold Corporation ($62,784 during the 3
rd

 quarter ended June 30, 2009), a company with a common director and 

management, providing administrative services. During the nine-month period ended June 30, 2010, the Company paid or 

accrued administration expenses of $124,710 to Reunion Gold Corporation ($201,811 during the nine-month period ended 

June 30, 2009), a company with a common director and management, providing administrative services.  

These transactions were in the normal course of operations and were measured at the exchange amount, which is the 

amount of consideration established and agreed to by the related parties. 

14. CONTINGENCIES 

The Ontario Ministry of Northern Development, Mines and Forestry (ñMNDMFò) issued an Emergency Order on December 4, 

2009 to five companies, including Bear Lake, with claims in McGarry Township, in the area where the Upper and Lower Kerr 

Mine Tailings Ponds are located. The MNDMF had found that a dam and spillway on a claim which is not held by the 

Company was in need of immediate repair. In light of this situation, the MNDMF undertook and completed in early 2010 the 

design and construction of a temporary spillway. In April 2010, the MNDMF confirmed to each of the five companies that 

their obligations under the Emergency Order had thus been cancelled but that the costs for the work conducted by the 

MNDMF constituted a debt due to the Crown by the five companies. The MNDMF is also looking to the five companies for a 

plan and schedule indicating how and when the mine hazards associated with the Upper and Lower Kerr Mine Tailings 

Ponds will be rehabilitated. The Company believes that it does not have any liability related to the dam and spillway referred 

to in the Emergency Order, on the basis that these are located on property owned and controlled by others. The Company 

has been conducting appropriate preventive work on its claims and has informed the MNDMF of the work done by the 

Company. At this time, the Company cannot estimate the potential cost for dealing with this issue, but it does not believe that 

it will be significant. Expenses in the amount of $32,775 were incurred during the 3
rd

 quarter ended June 30, 2010 and 

$75,710 during the nine-month period ended June 30, 2010, regarding this matter. Such expenses include mainly technical 

consulting fees. 

On May 25, 2010, the Company was served with a statement of claim initiated by a former supplier of the Company, 

whereby damages totalling $3.25 million are being sought. The Company is of the view that this claim has no merit and is 

seeking to have the claim dismissed by the Ontario Superior Court of Ontario. The Company does not believe that potential 

costs for dealing with this issue will be significant. 
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15. SEGMENTED INFORMATION 

The Company has one reportable operating segment being the acquisition and exploration of mineral properties. Mineral 

properties, deferred exploration expenses and plant and equipment are located in the following geographic locations: 

 

  June 30, 2010 September 30, 2009 

  $ $ 

   

 Canada 27,268,480 27,027,660 

 United States of America 1,095,187 1,071,815 

  28,363,667 28,099,475 

16. COMPARATIVE FIGURES 

Certain comparative figures provided for the period ended June 30, 2009 have been reclassified to conform to the 

accounting treatment and the presentation adopted for the year ended September 30, 2009 and for the period ended June 

30, 2010.   


