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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING 
 

 
 
 
The consolidated financial statements and other information in this report were prepared 
by the management of South American Gold and Copper Company Limited, reviewed by 
the Audit Committee of the Board of Directors, and approved by the Board of Directors. 
 
Management is responsible for the preparation of the consolidated financial statements 
and believes that they fairly represent the Company’s financial position and the results of 
its operations, in accordance with Canadian generally accepted accounting principles.  
Management has included amounts in the Company’s consolidated financial statements 
based on estimates, judgments, and policies that it believes reasonable under the 
circumstances. 
 
To discharge its responsibilities for financial reporting and for the safeguarding of assets, 
management believes that it has established appropriate systems of internal accounting 
control which provide reasonable assurance, at appropriate cost, that the assets are 
maintained and accounted for in accordance with its policies and that transactions are 
recorded accurately on the Company’s books and records. 
 
PricewaterhouseCoopers LLP were appointed the Company’s auditors at the Annual 
General Meeting of the Shareholders. Their report outlines the scope of their examination 
and their opinion. 
 
 
 
“Stephen W. Houghton”                                  “William C. O'Donnell” 
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South American Gold and Copper Company Limited
Consolidated Balance Sheets
As at September 30, 2006 and 2005

(expressed in thousands of U.S. dollars)

2006 2005
$ $

Assets

Current assets
Cash and cash equivalents 72 50                
Restricted cash (note 10(a)) 22 440              
Note receivable from an officer and director (note 16) 286 -               
Receivables

Trade -               3                  
Sundry (notes 8 and 16) 136 219              
Recoverable taxes (note 6) -               357              

Material and supplies, at cost 75 103              

591 1,172           

Note receivable from an officer and director  (note 16) -               286              

Equipment (note 5) 4 12                

Mining properties, plant and equipment (note 6) 12,230 13,486         

Exploration properties (note 7) 5,385 5,199           

Recoverable taxes (note 6) 2,186 1,826           

Deferred debt expense (note 10(a)) 248 335              

Total assets 20,644       22,316         

Going concern and nature of operations (note 1)

Commitments (note 15)

The accompanying notes form an integral part of these consolidated financial statements.



South American Gold and Copper Company Limited
Consolidated Balance Sheets …continued
As at September 30, 2006 and 2005

(expressed in thousands of U.S. dollars)

2006 2005
$ $

Liabilities

Current liabilities
Short term borrowings (note 17) 141 232               
Current portion of long-term debt (note 10) 973 724               
Accounts payable and accrued liabilities 1,674 2,879            
Taxes payable (IVA) 398             368               
Amounts due to related parties (note 16) 879 884               

4,065 5,087            

Long-term debt (note 10) 3,110          2,868            

Reclamation and remediation (note 13) 635 778               

Non-controlling interest in consolidated subsidiary 139 141               

Total liabilities 7,949          8,874            

Shareholders' equity

Share capital (note 9(b)) 60,321 58,688          

Contributed surplus (note 12) 708 451               

Convertible subordinated debentures (note 10 (c)) 907 -               

Options (note 9(c)) 842 680               

Warrants (note 11) 1,444 1,712            

Deficit (51,527) (48,089)        

Total shareholders' equity 12,695 13,442          

Total liabilities and shareholders' equity 20,644      22,316        

Going concern and nature of operations (note 1)

Commitments (note 15)

Approved by the Board of Directors

"Paul J. DesLauriers"                                                    "Stephen W. Houghton"
Paul J. DesLauriers __________________                  Stephen W. Houghton __________________________
Chairman                                                                         Director

The accompanying notes form an integral part of these consolidated financial statements.



South American Gold and Copper Company Limited
Consolidated Statements of Operations and Deficit
For the years ended September 30, 2006 and 2005

(expressed in thousands of U.S. dollars, except per share amounts)

2006 2005
$ $

Revenue
Gold 2 1,877            
Copper and silver 2 438               
Other 24 -               

28 2,315            

Expenses
Operating costs 20 2,796            
Amortization 904 1,868            
Temporary mine shutdown (notes 1 and 6) 505 1,072            
General and administrative 1,169 1,851            
Stock-based compensation (notes 9(b)(iii) and 9(c)) 328 513               
Warrant revaluation (note 9(b)(i)) 79 -               
Foreign exchange gain (80) (85)               
Interest on long-term indebtedness 688 612               

3,613 8,627            

Loss before undernoted 3,585          6,312            

Other income (141) (101)             
Interest income (4) (23)               
Loss before income taxes and non-controlling 

interest in consolidated subsidiary's loss 3,440          6,188            

Recovery of future income taxes (note 4) -              (980)             

Non-controlling interest in consolidated
subsidiary's loss (2) (13)               

Loss for the year 3,438          5,195            

Deficit - Beginning of year 48,089 42,894          

Deficit - End of year 51,527      48,089          

Basic and diluted loss per share (note 3) 0.01          0.01              

Going concern and nature of operations (note 1)

Commitments (note 15)

The accompanying notes form an integral part of these consolidated financial statements.
 



South American Gold and Copper Company Limited
Statements of Cash Flows
For the years ended September 30, 2006 and 2005

(expressed in thousands of U.S. dollars)

2006 2005
$ $

Cash provided by (used in)

Operating activities
Loss for the year (3,438) (5,195)      
Non-cash items

Recovery of future income taxes      - (980)         
Amortization 904 1,868       
Accretion of interest on long term debt and amortization 
     of deferred debt expense (note 10) 327 258          
Foreign exchange gain (80) (85)           
Non-controlling interest in consolidated subsidiary's loss (2) (13)           
Non-cash employee share compensation (notes 9(b)(iii) and 9(c)(v)) 321 22            
Non-cash non-employee share compensation (note 9(c)(vi)) 7      -
Non-cash employee options      - 491          
Non-cash warrant revaluation 79      -

(1,882)        (3,634)      
Changes in non-cash working capital relating to operations (note 18) (1,066) 1,334       

(2,948)        (2,300)      

Investing activities
Additions to mining equipment (54) (640)         
Additions to mining properties -             (23)           
Additions to development costs -             (26)           
Additions to exploration properties (note 7) (186) (180)         
Additions to equipment -             (30)           
Decrease in restricted cash (note 10(a)) 418 743          
Other assets (3) -           
Sale of assets 4 89            
Insurance recoveries 238 -           

417 (67)           

Financing activities
Shares issued (note 9(b)(iv)) 452 2,159       
Warrants exercised (note 9(b)(i)) 700      -
Options exercised (note 9(b)(ii)) 144      -
Convertible secured debentures (note 10(c)) 1,600      -
Increase in deferred debt expense (note 10(a)) (17) (42)           
Capital leases      - 98            
Repayment of capital leases (26)             (69)           
Repayment of debt (note 10(a)) (311) (622)         
Advances from directors and officers      - 635          

2,542         2,159       

Effect of foreign exchange on cash and cash equivalents held in foreign currency 11 32            

Increase (decrease) in cash and cash equivalents during the year 22            (176)         

Cash and cash equivalents - Beginning of year 50 226          

Cash and cash equivalents - End of year 72            50            

Supplemental cash flow information (note 18)
Going concern and nature of operations (note 1)
Commitments (note 15)

The accompanying notes form an integral part of these consolidated financial statements.



South American Gold and Copper Company Limited    
Notes to Consolidated Financial Statements 
September 30, 2006 and 2005   
 
(All tabular amounts are expressed in thousands of U.S. dollars, except number of shares and per share 
data) 
 

 

 
10. Long-term debt 
    2006 2005 
      
  Description Interest rate Principal Principal 
    $ $ 
      
  OPIC note, due December 15, 

 2008 (a) 
 

8.27% 
  

800   
 

933 
  OPIC note, due December 15, 

 2008 (a) 
 

8.39% 
 

1,067 
 

1,244 
  Pimenton note, due December 15,   

        2009 (b)             
5.00% under 

certain conditions 
(note 6) 

 
 

1,423 

 
 

1,260 
  Convertible secured debentures, 

        due March 31, 2013 (c) 
  

          753 
 

               - 
  Capital leases  40 155 
      
  Total  4,083 3,592 
  Less: Current portion  973 724 
      
  Long-term debt  3,110 2,868 

 
Interest paid by the Company was $177,750 and $266,944 for the years ended September 30, 2006 and 
2005, respectively. 
 
The maturities of long-term debt, minimum payments under capital leases and related interest 
payments are as follows: 
 

  Long-term Capital  
  Debt Leases Total 
  $ $ $ 
     
 Fiscal year ended September 30,    
      
  2007 933 40 973 
  2008 622 - 622 
  2009 312 - 312 
         2010 1,944 - 1,944 
  2011 and thereafter 1,600 - 1,600 
     
 Total 5,411 40 5,451 
 Less: Accretion and interest 1,368 - 1,368 
     
  4,043 40 4,083 

 
a) On March 20, 2003, CM Pimenton, a subsidiary of the Company, filed a loan application with 

the Overseas Private Investment Corporation (“OPIC”), headquartered in Washington, DC, to 
finance part of the estimated $4,000,000 required to restart operations at Pimenton. CM 
Pimenton entered into a loan commitment agreement dated October 29, 2003, and, on 
December 29, 2003, signed a loan agreement for $2,800,000 for project financing. 



South American Gold and Copper Company Limited    
Notes to Consolidated Financial Statements 
September 30, 2006 and 2005   
 
(All tabular amounts are expressed in thousands of U.S. dollars, except number of shares and per share 
data) 
 

 

 
Under the terms of the loan agreement, the Company is required, among other things, to 
establish an equity reserve account in lieu of a construction and completion bond and a debt 
service reserve account.  Accordingly, cash in the amounts of $754,000 and $429,000 had 
been designated as restricted on the consolidated balance sheet at September 30, 2004.  In 
May 2005, Pimenton met the construction and completion conditions under the loan 
agreement and the restricted cash of $754,000 plus accrued interest thereon were released 
from restriction by OPIC.  
 
Accrued interest had increased the debt service reserve account to $439,585 at September 30, 
2005. During 2006, the debt service reserve account was reduced to pay the principal and 
interest of $401,909 due OPIC on December 15, 2005 and an OPIC service fee of $18,877, 
and increased by accrued interest of $3,590. 

 
The loan is secured by a pledge and security interest in all the shares of SAGC Pimenton 
Limited and a mortgage and pledge of all the shares of Compañía Minera Pimenton owned by 
SAGC Pimenton Limited and Compañía Minera Til Til Limitada.  In addition, an officer and 
director of the Company has personally guaranteed 26% of all principal and interest due, and 
all fees and costs due under the loan agreement until the project reaches financial and 
operational completion, as defined in the loan agreement. 
 
In connection with the OPIC financing, the Pimenton noteholders have agreed to defer the 
repayment of their note until one year subsequent to the final repayment of the OPIC note. 
 
On January 30, 2004, CM Pimenton drew down $1,200,000 of the OPIC commitment at an 
annual interest rate of 8.27%. Interest payments are due semi-annually on June 15 and 
December 15, commencing on June 15, 2004. Semi-annual principal payments of $133,333 
are also due on June 15 and December 15, commencing on December 15, 2004. 
 
During May 2004, CM Pimenton reached physical completion and, on May 25, 2004, CM 
Pimenton drew down the second tranche of $1,600,000 of the OPIC commitment at an annual 
interest rate of 8.39%.  Interest payments are due semi-annually on June 15 and December 15, 
commencing on June 15, 2004. Semi-annual principal payments of $177,777 are also due on 
June 15 and December 15, commencing on December 15, 2004. 
 
The OPIC notes are carried at cost which management believes approximates fair value. 
 
Loan origination expenses of $248,000 at September 30, 2006 (2005 - $335,000) primarily 
associated with the OPIC loan were charged to deferred debt expense on the consolidated 
balance sheets and are being amortized over the life of the loan. 

 
The loan contains financial and operating covenants. 

 
Due to events at the mine (notes 1 and 6) Pimenton advised OPIC that it believes it will not be 
in compliance with the financial and operating covenants for the calendar quarters through 
and until June 30, 2008.  Pimenton declared “force majeure” under Chilean law with respect 
to salary payments and other benefits payable under its labor contracts with the workers and 
certain staff personnel at its mine. Pimenton has also notified its creditors in writing that it has 
ceased payment of all trade payables and amounts due under lease purchase or other 
contracted services. 

 



South American Gold and Copper Company Limited    
Notes to Consolidated Financial Statements 
September 30, 2006 and 2005   
 
(All tabular amounts are expressed in thousands of U.S. dollars, except number of shares and per share 
data) 
 

 

 As of September 30, 2006, OPIC has granted Pimenton waivers with respect to the financial 
and operating events of default discussed above until June 30, 2008. 

b) In 1996, CM Pimenton, a wholly-owned subsidiary of the Company, purchased from Messrs. 
Thomson (an officer and director of the Company) and Bernstein, an additional 44% interest 
in Pimenton’s principal gold prospect, increasing its interest to 100%, and two concessions 
adjoining this prospect (note 6).  On the purchase, $2,000,000 was paid, and the payment of 
the balance of the purchase of a further $2,000,000 was payable before May 29, 1995, for 
consideration and, subject to certain conditions.  The noteholders agreed to extend the due 
date from May 28, 1998 to December 31, 2000. 

On December 29, 2003, in connection with the issuance of the OPIC loan agreement, the 
Pimenton noteholders agreed to an additional extension of the due dates of the Pimenton notes 
until one year after the OPIC notes are repaid.  Treated as a settlement for accounting 
purposes, these notes were revalued to $976,187.  The fair value of these notes was 
determined using a quarterly risk rate of return of 5%. This refinancing resulted in a gain of 
$542,805 which was recognized in fiscal 2004. 

The notes were accreted to $1,422,545 at September 30, 2006 ($1,260,233 -September 30, 
2005), with $162,312 being charged to interest expense in 2006 and 2005. By December 15, 
2009, the carrying value of the notes will have been accreted to $1,943,561, the face amount 
due upon maturity. 
 

c) On April 13, 2006, the Company completed a private placement of $1,600,000 convertible 
secured debentures with a seven year maturity and bearing interest at LIBOR plus 2% to two 
officers and directors of the Company (note 16). The Company has the option to pay the first 
year’s interest in shares of the Company’s common stock at a 20% premium. 

 
For accounting purposes, the convertible secured debentures have a liability component and an 
equity component which are separately presented in the consolidated balance sheet. The 
$1,600,000 face value of the convertible secured debentures has been allocated to the liability 
and equity components proportionately, based on their respective fair values. The fair value of 
the conversion feature of convertible secured debentures was measured using the Black-
Scholes valuation model assuming a risk free interest rate of 4.3%, no dividend and a volatility 
factor of 50% and such fair value was credited to contributed surplus. The fair value of the 
liability component was determined by discounting the future stream of interest and principal 
payments at an estimated borrowing rate to the Company of 20%. As a result, the Company 
allocated $907,263 to equity and $692,737 to debt.  
 
The debentures holders were granted a secured interest in the Tordillo exploration project. The 
Company can call the debentures under certain conditions. The Company can also prepay by 
giving the lender notice of such prepayment and the lender must accept such prepayment or 
convert within a certain time period. 
 
The debentures were accreted to $753,364 at September 30, 2006, with $60,627 being charged 
to interest expense in 2006. By March 31, 2013, the carrying value of the notes will have been 
accreted to $1,600,000, the face amount due upon maturity. 
 

 
 



South American Gold and Copper Company Limited    
Notes to Consolidated Financial Statements 
September 30, 2006 and 2005   
 
(All tabular amounts are expressed in thousands of U.S. dollars, except number of shares and per share 
data) 
 

 

11. Warrants 
 

  Number of  
  warrants  
  issued $ 
    
 Balance - September 30, 2004 84,087,713 1,444 
 Warrants issued (note 9(b)(vi)) 20,000,000 277 
 Warrants issued (note 9(b)(vi)) 4,300,000 123 
 Cancellation of warrants (a) (2,687,747) (132) 
    
 Balance - September 30, 2005 105,699,966 1,712 
 Warrants modified (note 9(b)(i))                      - 79 
 Warrants exercised (note 9(b)(i)) (16,635,628) (266) 
 Warrants issued (note 9(b)(i))                    16,635,628 153 
 Cancellation of warrants (b) (15,178,750) (234) 
    
 Balance - September 30, 2006 90,521,216 1,444 

 
a) Warrants expiring during 2005 were valued at $132,000 (note 12(a)). 
b) Warrants expiring during 2006 were valued at $234,000 (note 12(c)). 
 

 
 
The following table summarizes information about the warrants outstanding as at September 30, 2006: 
 

  Weighted average 
Number Weighted average exercise price 

of warrants remaining warrant life Cdn. 
outstanding (years) $ 

   
20,000,000 0.06 0.090 
43,585,588 0.19 0.105 
16,635,628 1.14 0.070 
4,300,000 2.06 0.070 
6,000,000 4.21 0.250 

   
90,521,216 0.69 0.103 

 
 
 
 
 
 
 
 
 
 
 
 
 



South American Gold and Copper Company Limited    
Notes to Consolidated Financial Statements 
September 30, 2006 and 2005   
 
(All tabular amounts are expressed in thousands of U.S. dollars, except number of shares and per share 
data) 
 

 

 The following table summarizes information about the warrants outstanding as at September 30, 2005: 
 

  Weighted average 
Number Weighted average exercise price 

of warrants remaining warrant life Cdn. 
outstanding (years) $ 

   
29,914,378 0.16 0.090 

500,000 0.57 0.095 
1,000,000 0.67 0.095 

400,000 0.70 0.100 
20,000,000 1.06 0.090 
43,585,588 1.19 0.105 
4,300,000 3.06 0.070 
6,000,000 5.21 0.250 

   
105,699,966 1.17 0.122 

 
 
12. Contributed surplus  

 
                                                                                                           

                  $ 
 Balance - September 30, 2004   316 
   
 Warrants expired (a)  132 
 Options expired (b) 3 
 Balance - September 30, 2005  451 
   
 Warrants expired (c)  234 
 Options expired (d) 23 
   
 Balance - September 30, 2006                                   708 

 
 a) Warrants expired during 2005 (note 11(a)). 
 b) Options expired during 2005 (note 9(c)). 
 c) Warrants expired during 2006 (note 11(b)). 
 d.) Options expired during 2006 (note 9(c)). 

 
13. Reclamation and remediation 
 

The Company’s mining and exploration activities are subject to various Chilean laws and regulations 
governing the protection of the environment.  These laws and regulations are continually changing and 
are becoming more restrictive.  Key assumptions on which the fair value of the asset retirement 
obligations is based include the estimated future cash flows, the timing of those cash flows, and the 
credit-adjusted risk free rate on which the estimated cash flows have been discounted.  The total 
undiscounted amount of estimated cash flows of $1,925,000 is expected to be incurred over a period 
extending to 8 years.  These estimated cash flows are discounted using a credit-adjusted risk free rate 
of 15%. The actual asset retirement obligation and closure costs may differ significantly based on 



South American Gold and Copper Company Limited    
Notes to Consolidated Financial Statements 
September 30, 2006 and 2005   
 
(All tabular amounts are expressed in thousands of U.S. dollars, except number of shares and per share 
data) 
 

 

future changes in operations, cost of reclamation and closure activities, regulatory requirements and 
the outcome of legal proceedings. 
 
Due to the Pimenton gold mine shutdown and limited production during 2005 and 2006, no accretion 
expense has been recorded in these years because management believes that the mine life has been 
extended. 

 
       The Company’s reclamation and remediation liability as at September 30 is summarized as follows: 
 
 2006 2005 
 $ $ 
   
 Balance -  Beginning of year 778 706 
 Increase in (reduction of) liabilities (i) (143)   72 
 Accretion expense        - - 
 Balance -  End of year 635 778 
 
            (i) The reduction is due to a change in estimated future labor costs. 
 
14 Segmented information  

 
Substantially all of the Company’s assets and revenues are located in Chile.  Historically, the 
Company’s management has viewed the exploration and development activities of the Company in 
Chile as one segment.  On July 1, 2004, the Pimenton gold mine became operational and, effective on 
that date, management’s approach has been to view the Company’s operations as two reportable 
segments: (a) Pimenton, and (b) Corporate. 
 
The Company’s Pimenton segment includes a gold mine and mill operating in Chile.  All of 
Pimenton’s production is sold to Enami, a subsidiary of CODELCO, the Chilean state-owned mining 
company.  Enami was established to promote the growth of small- and medium-sized mining 
companies and is required to purchase production from such companies.  The Corporate segment 
includes all exploration and development activities primarily in Chile. 
 
Of the total Company assets of $20,644,000 and $23,316,000 at September 30, 2006and 2005,  
$14,817,000 and $16,302,000, respectively, relate to Pimenton. 
 
 
 
 
 
 
 
 



South American Gold and Copper Company Limited    
Notes to Consolidated Financial Statements 
September 30, 2006 and 2005   
 
(All tabular amounts are expressed in thousands of U.S. dollars, except number of shares and per share 
data) 
 

 

 
 

    2006 
     
  Pimenton Corporate Total 
  $ $ $ 
     
 Gold revenue (2) - (2) 
 Copper and silver revenue (2) - (2) 
 Other revenue (24) - (24) 
 Cost of sales 20 - 20 
 Amortization 900 4 904 
 Temporary mine closure 505 - 505 
 General and administrative 473 696 1,169 
 Stock-based compensation - 328 328 
 Warrant revaluation - 79 79 
 Foreign exchange (91) 11 (80) 
 Interest expense 572 116 688 
  2,351 1,234 3,585 
     
 Other income (141) - (141) 
 Interest income - (4) (4) 
 Future income tax benefit - - - 
 Non-controlling interest - (2) (2) 
     
 Loss for the year 2,210 1,228 3,438 

 
 
 

    2005 
     
  Pimenton Corporate Total 
  $ $ $ 
     
 Gold revenue (1,877) - (1,877) 
 Copper and silver revenue (438) - (438) 
 Cost of sales 2,796 - 2,796 
 Amortization 1,850 18 1,868 
 Temporary mine closure 1,072 - 1,072 
 General and administrative 1,058 793 1,851 
 Stock-based compensation 40 473 513 
 Foreign exchange (63) (22) (85) 
 Interest expense 605 7 612 
  5,043 1,269 6,312 
     
 Other income (101) - (101) 
 Interest income - (23) (23) 
 Future income tax benefit (980) - (980) 
 Non-controlling  interest - (13) (13) 
     
 Loss for the year 3,962 1,233 5,195 



South American Gold and Copper Company Limited    
Notes to Consolidated Financial Statements 
September 30, 2006 and 2005   
 
(All tabular amounts are expressed in thousands of U.S. dollars, except number of shares and per share 
data) 
 

 

 
Of the corporate segment’s losses of $1,228,000 and $1,233,000 in 2006 and 2005, approximately $8,000 
of income and $44,000 of loss, respectively, relates to Chilean activities, with the remainder reflecting 
primarily corporate activities in Canada, United States and Bermuda. 
 
15. Commitments 

 
   Total Potential  
 Project Description Commitment Paid to date 
   $ $ 
     
 Catedral and Rino A loan for development costs (note 16).  Up to 2,500 250 
     
  To the owner of another section of the 

property - $275,000 issuance of 1,824,815 
common shares of the Company valued at 
$125,000, and the balance of $150,000 due on 
January 25, 2010, payable at owner’s option 
in the Company’s shares issued at a 15% 
discount from the market value at that date, 
but not less than Cdn. $0.20 per common 
share; the Company can prepay this amount at 
any time. 

 
 
 
 
 
 
 
 
 

275 

 
 
 
 
 
 
 
 
 

125 
     
 Cal Norte Capital contribution of $1,800,000 to earn 

60% equity interest (note 7(b)). 
 

1,800 
 

1,255 
 
 
16. Related party transactions 
 
 
 A company owned by an individual who is an officer and director of the Company billed $82,946 in 

2006 (2005 - $78,112) for the provision of office space and services by the company. 
 
 A law firm, of which a former officer is a partner, billed $46,680 in 2006 (2005 - $50,000) for the 

provision of legal services.  These services were provided at rates similar to those charged to non-
related parties. 

 
 The note receivable of $286,233 at September 30, 2006 and 2005 is from an officer and director of the 

Company. It is a non-interest bearing note due on or before an extended due date of September 30, 
2007, collateralized by 6,532,000 common shares of the Company owned by this officer and director. 
At September 30, 2006, non-interest bearing advances to this officer and director amounted to $21,964 
(September 30, 2005 - $nil) and are included in sundry receivables (note 8). 

 
 An officer of the Company billed $102,935 for accounting services rendered to the Company in 2006 

(2005 - $121,000). 
 
 Amounts due to related parties include $96,930 and $48,498 as at September 30, 2006 and 2005, 

respectively, for interest due to an officer and director of the Company who holds one of the Pimenton 
notes in the fair value amount of $708,977 and $630,116 at September 30, 2006 and 2005, respectively 
(note 10(b)).  In addition, amounts due to related parties at September 30, 2006 and 2005 include 
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(All tabular amounts are expressed in thousands of U.S. dollars, except number of shares and per share 
data) 
 

 

$91,802 for royalties due to this officer and director who is the owner of a net smelter royalty on the 
Pimenton gold mine. 

 
 Amounts due to related parties also include cash advances of $506,925 and $676,552 at September 30, 

2006 and 2005, respectively, from officers and directors of the Company. 
  

In addition, amounts due to related parties include $129,102 and $67,152 at September 30, 2006 and 
2005, respectively, for services rendered to the Company by officers and directors of the Company. 
 

 Two officers and directors of the Company hold the non-controlling interest in Catedral (note 7(a)).   
Under an agreement dated November 27, 1996, the Company agreed to provide or cause to provide 
these officers and directors a loan of up to $1,250,000 each or $2,500,000 in total.  Such loans are to 
pay their proportionate share of development costs if a bankable feasibility study demonstrates that the 
properties can be placed into commercial production, and to fund their combined 50% share of an 
option payment totaling $500,000, which was paid during 1997.  

 
       Two officers and directors hold the convertible secured debentures (note 10(c)). At September 30, 

2006, amounts due to these individuals include $54,100 for interest on this debt. 
 
17. Short-term borrowings 
 
 Short term borrowings consist of non-interest bearing notes to a supplier. 
 
18 Supplemental cash flow information 

 
  2006 2005 
  $ $ 
    
 Changes in non-cash working capital relating to 

operations 
  

  Receivables   
   Trade 3 165 
   Sundry 83 157 
   Recoverable taxes (note 6) - (464) 
  Materials and supplies 28 16 
  Accounts payable and accrued liabilities,  

  excluding interest in accrued liabilities 
 

(1,205) 
 

1,245 
  Taxes – payable 30 165 
  Amounts due to related parties (5) 50 
    
  (1,066) 1,334 
    
 Significant non-cash financing and investing 

activities 
  

  Options 37 491 
  Shares issued 186 22 
  Note receivable from an officer and director  

  (note 16) 
 

- 
 

286 
  Short term borrowings (note 17) - (232) 
  
 No income taxes were paid during 2006 and 2005. 
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19 Comparative amounts 
 
 Certain of the prior year’s amounts have been reclassified to conform to the current year’s consolidated 

financial statement presentation. 
 
20  Subsequent events 
 

On October 21, 2004, the Company sold through a private placement 40,000,000 units at Cdn. $0.07 
per unit, each unit consisting of one common share and one half of one common share purchase 
warrant to purchase a further common share at Cdn. $0.09 per share at any time within 24 months of 
the date of issue.  The warrants were assigned a value of $276,806. On October 16, 2006, the TSX 
agreed to extend the expiration date on the 20,000,000 warrants from October 21, 2006, to October 22, 
2007. The fair value of these modified warrants of $14,037 in excess of the fair value of the original 
warrants immediately prior to the modification date of $nil, will be charged to expense. The fair values 
of the warrants were assigned using the Black-Scholes valuation model assuming risk free interest 
rates of 4.07%, no dividend and a volatility factor of 50%.  
 
On November 6, 2006, the Company issued 2,000,000 common shares to a former employee in full 
settlement with respect to severance and other salary related matters.  The shares were assigned a value 
of $70,834 based on the closing TSX price.  At September 30, 2006, the Company had recorded an 
estimated liability with respect to this matter of $121,453. 
 
In connection with a private placement that closed on December 10, 2003, the Company issued 
40,000,000 common share purchase warrants exercisable at Cdn. $0.105 per common share and 
expiring on December 10, 2006.  The warrants were assigned a value of $784,315.  In addition, the 
Company issued 3,585,588 brokers warrants exercisable at Cdn. $0.105 per common share and 
expiring on December 10, 2008. The brokers warrants were assigned a value of $70,306.   
 
On November 21, 2006, the TSX approved a reduction in the exercise price from Cdn. $0.105 to Cdn. 
$0.040 per common share for the common share purchase warrants and the brokers warrants.  The fair 
value of these modified warrants of $411,778 in excess of the fair value of the original warrants 
immediately prior to the modification date of $nil, will be charged to expense. The fair values of the 
warrants were assigned using the Black-Scholes valuation model assuming risk free interest rates of 
4.00%, no dividend and a volatility factor of 50%. 

 




