


INDEPENDENT AUDITORS' REPORT

To the Shareholders of
Laurion Mineral Exploration Inc.

We have audited the accompanying consolidated financial statements of Laurion Mineral Exploration Inc., which
comprise the consolidated balance sheets as at December 31, 2010 and 2009 and the consolidated statements of
operations and deficit and cash flows for the years then ended and a summary of significant accounting policies and
other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with Canadian generally accepted accounting principles, and for such internal control as management

determines is necessary to enable the preparation of the consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.  We
conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation

and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the  consolidated
financial statements

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Laurion Mineral Exploration Inc. as at December 31, 2010 and 2009, and its financial performance and its cash flows
for the years then ended in accordance with Canadian generally accepted accounting principles.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 1 in the consolidated financial statements which indicates
the existence of material uncertainties that may cast significant doubt about the Company's ability to continue as a
going concern.

Licensed Public Accountants
Chartered Accountants
April 28, 2011
Toronto, Ontario
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Laurion Mineral Exploration Inc.
Consolidated Balance Sheets
As at December 31,

2010 2009

Assets

Current
Cash $ 293,064 $ 162,423
Investment (Note 4) 2,497,130 -
Prepaid expenses 40,023 9,832
Other receivables 391,192 12,625

3,221,409 184,880
Mineral exploration properties (Note 5) 236,000 351,515
Deferred exploration costs (Note 5) 3,619,466 2,795,266
Property and equipment (Note 6) 2,377 78,290

$ 7,079,252 $ 3,409,951

Liabilities

Current
Accounts payable and accrued liabilities $ 638,937 $ 579,600

638,937 579,600

Shareholders' Equity

Share Capital (Note 7) 12,481,306 11,569,906
Warrants (Note 7) - 1,136,872
Contributed surplus (Note 8) 5,459,699 4,512,001
Deficit (11,500,690) (14,388,428)

6,440,315 2,830,351

$ 7,079,252 $ 3,409,951

Contingencies and Commitments (Note 14)
Subsequent event (Note 15)

Approved by the Board "David Burkes" "Cynthia Le Sueur-Aquin"
Director (Signed) Director (Signed)

See accompanying notes 3



Laurion Mineral Exploration Inc.
Consolidated Statements of Operations and Deficit
Years Ended December 31,

2010 2009

Expenses     
Amortization $ 11,252 $ 4,605
Due diligence costs 88,719 -
Management fees (Note 10) 97,413 53,657
Office and administration expenses 167,600 88,339
Professional fees 394,556 211,894
Rent 4,829 -
Shareholder information 234,252 106,153
Stock-based compensation (Note 7) 116,111 80,849
Transfer, listing and filling fees 18,762 11,724
Travel and automotive 48,263 12,544

1,181,757 569,765

Loss before the undernoted items 
and income taxes (1,181,757) (569,765)

Other income (expenses)
Gain (loss) on foreign exchange (15,785) 66,633
Interest income 987 2,807
Gain on disposal of investment (Note 4) 135,026 85,563
Unrealized gain on investment 327,080 -
Gain on sale of mineral exploration property (Note 5) 4,354,414 -
Other income - 15,000
Write-off of mineral exploration properties

and deferred exploration costs (658,565) (9,021)
Write-off of property and equipment (73,662) -

4,069,495 160,982

Net earnings (loss) 2,887,738 (408,783)

Deficit, beginning of year (14,388,428) (13,622,839)

Warrant modification (Note 7) - (356,806)

Deficit, end of year $ (11,500,690) $ (14,388,428)

Earnings (loss) per share

Basic and diluted $ 0.04 $ (0.01)

Weighted average number of common shares outstanding

Basic and diluted 67,477,232 66,043,683

See accompanying notes 4



Laurion Mineral Exploration Inc.
Consolidated Statements of Cash Flows
Years Ended December 31,

2010 2009

Cash provided by (used in)

Operations
Net earnings (loss) $ 2,887,738 $ (408,783)
Items not affecting cash

Amortization 11,252 4,605
Stock-based compensation 116,111 80,849
Loss (gain) on foreign exchange 15,785 (66,633)
Gain on disposal of investment (135,026) (85,563)
Unrealized gain on investment (327,080) -
Write-off of property and equipment 73,662 -
Write-off of mineral exploration properties

and deferred exploration costs 658,565 9,021
Gain on sale of mineral exploration property (4,354,414) -

(1,053,407) (466,504)
Net changes in non-cash working capital
Other receivables (378,567) 56,393
Prepaid expenses 20,027 1,169
Accounts payable and accrued expenses 43,991 147,002

(1,367,956) (261,940)

Investing
Net proceeds from disposal of investment 1,414,976 118,128
Net proceeds from sale of mineral exploration property 1,000,000 -
Acquisition of mineral exploration property interest (10,000) -
Deferred exploration costs (1,409,993) (82,501)
Purchase of property and equipment (9,001) -

985,982 35,627

Financing
Proceeds on warrants exercised 512,615 -

512,615 -

Net increase (decrease) in cash 130,641 (226,313)

Cash, beginning of year 162,423 388,736

Cash, end of year $ 293,064 $ 162,423

Supplemental Disclosure

Interest paid $ - $ 43

See accompanying notes 5



Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

1. NATURE OF OPERATIONS AND GOING CONCERN

Laurion Mineral Exploration Inc. (the "Corporation") is focused on the upside of high impact
projects with primary focus on gold and secondary focus on base metals and platinum group
elements (PGE’s). The Corporation has key interests in prospective mining properties located in
Ontario, Canada and Nevada, United States of America.  The Corporation holds title and interest in
several resource properties as follows:

a) An option to earn in 100% interest in the Bell Mountain Property which is comprised of 26
unpatented lode mining claims covering an area of approximately 217 hectares and 119
recently staked lode mining claims totaling 995 hectares, located in Sections 2-3 and 10-11,
Township 15 North, Range 34 East, of the Mount Diablo Base & Meridian, Churchill County,
Nevada, USA;

b) 100% interest in 15 contiguous mining leases (1,623 hectares) located in the Geraldton-
Beardmore Gold Camp, 120 kilometres northeast of Thunder Bay (“Sturgeon River Mine
Property”);

c) 100% interest in 329 mining claim units (28 unpatented mining claims) covering approximately
5,329 hectares in Enid, Massey, Fortune, Turnbull and Coté Townships, (“Enid-Massey
Property”), located 40 kilometres west of Timmins;

d) The Corporation has 5 properties (collectively, "Alliance Properties") contained under two
Alliance Projects currently under exploration pursuant to the strategic alliance agreement
("Laurion/GXL Agreement") with Kiska Metals Corporation (formerly Geoinformatics
Exploration Inc.) and certain of its affiliates (collectively, “Kiska”). The Alliance Projects are
comprised of the Gowganda Project and the Nipigon Project. 

(i) The Gowganda Project

The Gowganda Projects are located approximately 33km northwest of Gowganda in the
Townships of Midlothian, Raymond and Knight and consist of Midlothian (a 2,782 hectare
claim block) and Raymond (a 3,291 hectare claim block).

(ii) The Nipigon Project

The Nipigon Project comprises: 

(I) Fox Mountain, located 40km west of Cameron Falls and straddling the Townships of
Little Sturge and Leckie Lake, and consists of a 1,730.5 hectare claim block; 

(II) Graydon Lake located 23km north west of Cameron Falls within Graydon Lake
Township and consists of a 2,209 hectare claim block; and

(III) Dorothea located 15km northwest of Beardmore within Dorothea Township and
consists of a 957 hectare claim block. 

On May 13, 2010, the Corporation announced that it was abandoning the underperforming
Nipigon Project which is composed of the Fox Mountain, Graydon Lake, and Dorothea
Properties (collectively the “targets”).
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

1. NATURE OF OPERATIONS AND GOING CONCERN (Cont'd)

The Corporation is in the exploration stage and is in the process of exploring its mineral properties
and has not yet determined whether these properties contain ore reserves that are economically
recoverable. The recoverability of the carrying values of mineral exploration properties and
deferred exploration costs is dependent upon the discovery of economically recoverable reserves,
the preservation of the Corporation’s interest in the underlying mineral claims, the ability of the
Corporation to obtain financing necessary to complete development of the properties and the
future profitable production therefrom or alternatively upon the Corporation’s ability to dispose of its
interests on an advantageous basis.

The Corporation has not yet realized profitable operations and has incurred significant losses to
date resulting in a cumulative deficit of $11,500,690 as at December 31, 2010 (2009 -
$14,388,428 ). As at December 31, 2010, the Corporation had working capital of $2,582,472 (2009
- $(394,720)). These consolidated financial statements have been prepared in accordance with
Canadian generally accepted accounting principles (or "GAAP") applicable to a going concern.
Accordingly, they do not give effect to adjustments that would be necessary should the Corporation
be unable to continue as a going concern and therefore be required to realize its assets and
liquidate its liabilities and commitments in other than the normal course of business and at
amounts different from those in the accompanying financial statements.

2. SIGNIFICANT ACCOUNTING POLICIES

The accompanying consolidated financial statements have been prepared by management in
accordance with GAAP and include the following significant accounting policies:

Basis of Consolidation

The consolidated financial statements include the accounts of the Corporation and its wholly
owned subsidiary Laurion Mineral Exploration USA LLC (“Laurion subsidiary”). The Laurion
subsidiary was registered on April 5, 2010 as a foreign limited-liability company in the state of
Colorado in the United States of America. All significant intercompany balances and transactions
have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amount of revenue and expenses during the period.  The most significant estimates and
assumptions include the valuation of the mineral exploration properties and deferred exploration
costs and the valuation of stock based compensation and warrants.  Actual results could differ from
those estimates.  Management believes that the estimates are reasonable.

Financial Instruments and Comprehensive Income (Loss)

The Corporation's financial instruments recognized on the balance sheet consist of cash,
investment, other receivables and accounts payable and accrued liabilities. The Corporation has
no unrecognized financial instruments or derivative financial instruments.
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

2. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Financial Instruments and Comprehensive Income (Loss) (Cont'd)

The Corporation has classified its cash and investment as held for trading, and accordingly are
recognized on the balance sheet at fair value. Changes in fair value of investment are recognized
in income in the period in which the change arose. Fair value is determined by the bid price of the
shares at the balance sheet date. Accounts payable and accrued liabilities have been classified as
other liabilities and other receivables as loans and receivables and recorded at amortized cost.

Transaction costs are expensed as incurred for financial instruments classified as held-for-trading.
For other financial instruments, transaction costs are capitalized on initial recognition.  

The Corporation had no other comprehensive income or loss transactions during the years ended
December 31, 2010, and 2009. Accordingly, a statement of comprehensive income has not been
prepared.

The Corporation's financial instruments measured at fair value on the balance sheet consist of
cash and the held for trading investment, all of which are measured at Level 1 of the fair value
hierarchy. There are three levels of the fair value hierarchy as follows:

Level 1: Values based on unadjusted quoted prices in active markets that are accessible 
at the measurement date for identical assets or liabilities

Level 2: Values based on quoted prices in markets that are not active or model inputs 
that are observable either directly or indirectly for substantially the full term of the asset 

 or liability. 

Level 3: Values based on prices or valuation techniques that require inputs that are both 
unobservable and significant to the overall fair value measurement.

As at December 31, 2010 and 2009 cash and investment held for trading are considered Level 1.

Property and Equipment

Property and equipment is amortized on the declining balance basis using the following rates per
annum:

Building - 4% 
Mining equipment - 30%
Computer equipment - 45% 
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

2. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Mineral Exploration Properties and Deferred Exploration Costs

The Corporation records its interests in mineral exploration properties at cost.  Direct costs relating
to the acquisition, exploration and development of mineral exploration properties, less recoveries,
are deferred until such time as the properties are either put into commercial production, sold,
determined not to be economically viable, or abandoned.  If the property is placed into production,
deferred costs would be amortized over the estimated life of the mineral property.  The deferred
costs would be written-off if the property is sold or abandoned.  If it is determined that the carrying
value of a property exceeds its net recoverable amount as estimated by management, or exceeds
the selling value of the property, a provision is made for the decline in value and charged against
operations in the year of determination of value.

Costs include the cash consideration and the fair market value of any shares issued for the
acquisition of mineral exploration properties. The carrying value is reduced by option proceeds
received until such time as the property cost and deferred expenditures are reduced to nominal
amounts. Properties acquired under option agreements or by joint ventures, whereby payments
are made at the sole discretion of the Corporation, are recorded in the accounts at the time of
payment.

The amounts shown for mineral exploration properties and deferred exploration costs represent
costs incurred to date, less write-offs and recoveries, and do not necessarily reflect present or
future values of the particular properties.

Asset Retirement Obligations

The Corporation records the estimated fair value of any asset retirement obligations as a liability in
the period in which the related environmental disturbance occurs and the present value of the
associated future costs can be reasonably estimated.  The fair values of asset retirement
obligations are recorded as liabilities on a discounted basis when they are incurred. Amounts
recorded for the related assets are increased by the amount of these obligations. Over time, the
liabilities will be accreted for the change in their present value and the initial capitalized costs will
be depleted and amortized over the useful lives of the related assets. The Corporation has not
incurred any asset retirement obligations to date. 

Long-Lived Assets

Long lived assets, which are comprised of mineral exploration properties and deferred exploration
costs and property and equipment, are reviewed for impairment if events or changes in
circumstances indicate that the carrying value may not be recoverable. If the carrying value is not
recoverable, the Corporation would recognize an impairment loss equal to the amount by which the
carrying value exceeds the fair value.

Income Taxes

The Corporation uses the asset and liability method of tax allocation for accounting for income
taxes.  Under this method, future income tax assets and liabilities are determined based on
differences between the financial reporting and tax bases of assets and liabilities and are
measured using the substantively enacted tax rates and laws that will be in effect when the
differences are expected to be reversed.  Future income taxes are recorded to recognize tax
benefits only to the extent that, based on available evidence, it is more likely than not that they will
be realized.
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

2. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Foreign Currency Translation

The Corporation translates monetary assets and liabilities at the rate of exchange in effect at the
balance sheet date and non-monetary assets and liabilities at historical exchange rates.  Income
and expenses are translated at average rates in the month they occurred.  Gains and losses on
translation are recorded in earnings/loss from operations.

The accounts of the US subsidiary, which is an integrated operation, are translated into Canadian
dollars using the temporal method.  Under this method, monetary assets and liabilities resulting
from foreign currency transactions are translated to Canadian dollars at year-end exchange rates
and non-monetary assets and liabilities are translated at historical rates.  Expenses are translated
at the rates of exchange prevailing on the dates such items are recognized in the statement of
operations.  Gains and losses on translation are included in the statement of operations.

Earnings (loss) Per Share

Basic earning per share is calculated by dividing the earnings for the year by the weighted average
number of common shares outstanding during the year.  The diluted earnings per share gives
effect to the exercise of any option or warrant for which the exercise price is lower than the
average market price during the year using the treasury stock method. 

Stock-based Compensation

The Corporation has adopted the fair value method to account for stock options granted.  Under
the fair value method, the Corporation recognizes estimated compensation expense related to
stock options over the vesting period of the options granted, with the related credit being allocated
to contributed surplus.  Upon exercise of these stock options, amounts previously credited to
contributed surplus are reversed and credited to share capital.

Other Stock-based Payments

The Corporation accounts for other stock based payments based on the fair value of the equity
instruments issued in exchange for the receipt of goods and services from non-employees by using
the stock price and other measurement assumptions as at the measurement date.

Flow-Through Financing

The Corporation finances a portion of its exploration activities through the issue of flow-through
shares, which transfer the tax deductibility of exploration expenditures to the investor. Proceeds
received on the issue of such shares are credited to capital stock and the related exploration costs
are charged to mineral exploration properties as incurred. 

Resource expenditure deductions for income tax purposes related to exploration and development
activities funded by flow-through share arrangements are renounced to investors in accordance
with income tax legislation. When these expenditures are renounced, temporary taxable
differences created by the renunciation reduce share capital.
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

3. RECENT ACCOUNTING PRONOUNCEMENT

International Financial Reporting Standards (“IFRS”)

The CICA plans to converge Canadian Generally Accepted Accounting Principles (GAAP) with
IFRS over a period expected to end in 2011. The Company's changeover date of January 1, 2011
will require restatement of the amounts reported by the Company for the year ended December 31,
2010 for comparative purposes. In conjunction with the transition to IFRS, the Company will need
to prepare an opening balance sheet as at January 1, 2010 in accordance with IFRS.

Significant differences between IFRS  and current Canadian GAAP exist in certain matters of
recognition, measurement and disclosure. Adopting the new framework may have a material
impact on the Company's balance sheets and statements of operations and deficit, however it is
not expected to have a material impact on the cash flow statements.

4. INVESTMENT

During 2010, the Corporation acquired investment in 1,000,000 shares in San Gold Corporation
(“San Gold”), an unrelated entity. The Corporation sold 371,000 shares of San Gold for net
proceeds of $1,414,976, resulting in a gain on disposal of $135,026. At December 31, 2010, the
market value was $2,497,130.

The Corporation sold its investment of 501,000 shares in VG Gold Corp., an unrelated entity, on
July 27, 2009 for net proceeds of $118,128, resulting in a gain on disposal of $85,563.

5. MINERAL EXPLORATION PROPERTIES AND DEFERRED EXPLORATION COSTS 

Mineral Exploration Properties

Additions
Year Ended Opening (Write-offs/ Closing
December 31, 2010 Balance Disposals) Balance

North Tisdale Claims and
Davidson-Tisdale Claims $ 61,515 $ (61,515) $ -

Bell Mountain Property - 103,500 103,500
Enid-Massey Property 25,000 - 25,000
Alliance Properties 215,000 (157,500) 57,500
Sturgeon River Mine Property 50,000 - 50,000

$ 351,515 $ (115,515) $ 236,000
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

5. MINERAL EXPLORATION PROPERTIES AND DEFERRED EXPLORATION COSTS (Cont'd)

Mineral Exploration Properties (Cont'd)

Additions
Year Ended Opening (Write-offs/ Closing
December 31, 2009 Balance Disposals) Balance

North Tisdale Claims and
Davidson-Tisdale Claims $ 61,515 $ - $ 61,515

Enid-Massey Property 25,000 - 25,000
Alliance Properties 215,000 - 215,000
Sturgeon River Mine Property 50,000 - 50,000

$ 351,515 - $ 351,515

Deferred Exploration Costs

Additions
Year Ended Opening (Write-offs/ Closing
December 31, 2010 Balance Disposals) Balance

North Tisdale Claims and
Davidson-Tisdale Claims
Deferred Exploration Costs $ 3,841,313 $ (3,841,313) $ -
Option payments received (3,807,000) 3,807,000 -
MNDM deposit 50,218 (50,218) -

Bell Mountain Property - 712,216 712,216
Enid-Massey Property 1,229,166 2,155 1,231,321
Alliance Properties 1,315,791 (423,738) 892,053
Sturgeon River Mine Property 73,467 657,895 731,362
Other 92,311 (39,797) 52,514

$ 2,795,266 $ 824,200 $ 3,619,466

Additions
Year Ended Opening (Write-offs/ Closing
December 31, 2009 Balance Disposals) Balance

North Tisdale Claims and
Davidson-Tisdale Claims
Deferred Exploration Costs $ 3,831,680 $ 9,633 $ 3,841,313
Option payments received (3,807,000) - (3,807,000)
MNDM deposit 50,193 25 50,218

Enid-Massey Property 1,229,166 - 1,229,166
Alliance Properties 1,287,133 28,658 1,315,791
Sturgeon River Mine Property 72,833 634 73,467
Other 57,781 34,530 92,311

$ 2,721,786 $ 73,480 $ 2,795,266
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

5. MINERAL EXPLORATION PROPERTIES AND DEFERRED EXPLORATION COSTS (Cont'd)

The North Tisdale Claims and Davidson-Tisdale Claims

On January 21, 2010, the Corporation completed the sale of its interests in the North Tisdale
Claims and Davidson-Tisdale Claims to San Gold. The assets sold to San Gold consist of the
Corporation’s 31.5% interest in Davidson-Tisdale property (the remaining 68.5% being owned by
VG Gold Corp.), its 100% interest in North Tisdale property and the surface rights owned by the
Corporation. In consideration for the sale the Corporation received cash compensation of
$1,000,000 and 1,000,000 common shares in the capital of San Gold valued at $3,450,000
resulting in a gain on sale of property of $4,354,414. The Corporation retained a 2% net smelter
royalty on North Tisdale property.

The Bell Mountain Property

On June 28, 2010 (the "Closing Date"), the Corporation entered into an exploration and option
agreement with Globex Mining Enterprises Inc. ("Globex") of Rouyn-Noranda, Quebec and Globex
Nevada Inc., (a wholly owned subsidiary of Globex) in which the Laurion subsidiary received an
option to acquire a 100% interest in the Bell Mountain Property located in Churchill County,
Nevada. Under the terms of the agreement, the Corporation has an option to earn an undivided
100% interest in the Bell Mountain Property by making cash and share payments and incurring
exploration expenditures over a 60 month period from the Closing Date as follows:

I. On the Closing Date, the Corporation made a cash payment of $10,000 and issued 
1,700,000 common shares of the Corporation to Globex (Note 7); 

II. On or before the first anniversary of the Closing Date, the Corporation is required to 
make a cash payment of $15,000, issue 1,000,000 of its common shares to Globex and 
incur $250,000 in exploration expenditures on the property; 

III. On or before the second anniversary of the Closing Date, the Corporation is required to 
make a cash payment of $15,000, issue 1,000,000 of its common shares to Globex and 
incur $250,000 in additional exploration expenditures on the property; 

IV. On or before the third anniversary of the Closing Date, the Corporation is required to 
have incurred an additional $500,000 in exploration expenditures on the property; and 

V. On or before the fifth anniversary of the Closing Date, the Corporation is required to incur
an additional $2,000,000 exploration expenditures on the property. Total expenditure 
commitment over the sixty-month period will be $3,000,000.

The Bell Mountain Property is subject to two royalties which will take effect upon commencement
of commercial production. The first royalty is held by N.A. Degerstrom (“Degerstrom”) which retains
a 2% net smelter return royalty which can be acquired for US$167,000. In addition, pursuant to the
Agreement, Globex will maintain a sliding-scale Gross Metal Royalty ("GMR") on all mineral
production (gold, silver, etc.) benchmarked upon the price of gold (1% GMR at a gold price under
US$500/troy oz, 2% GMR at a gold price between US$500 and US$1200/troy oz and 3% GMR at
a gold price over US$1200/troy oz). 
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

5. MINERAL EXPLORATION PROPERTIES AND DEFERRED EXPLORATION COSTS (Cont'd)

The Enid-Massey Property

The Corporation holds a 100% ownership interest in 28 unpatented mining claims (consisting of
354 units), located in Enid, Massey Côté and Fortune Townships located approximately 40
kilometres west of Timmins.  In 2006, the Corporation acquired 9 additional unpatented mining
claims (137 units) in Fortune and Côté Townships ("Fortune Côté claims") from 2090720 Ontario
Inc ("2090720"), by issuance of 100,000 common shares valued at $10,000 and a cash payment of
$15,000.  These 9 unpatented mining claims are subject to a net smelter royalty (NSR) of 2%
thereon, however, the Corporation has the right to purchase one half thereof from 2090720 for
$750,000 for a period of five years commencing on the date of signing and for $1,000,000 at any
point thereafter. 

The Alliance Properties

(a) Kiska Metals Corporation and Laurion Strategic Alliance

On April 3, 2007, the Corporation entered into a strategic alliance ("Laurion/GXL Agreement") with
Kiska Metals Corporation (formerly Geoinformatics Exploration Inc.) and certain of its affiliates
(collectively, “Kiska”). 

The Laurion/GXL Agreement is based on a comprehensive exploration program encompassing
project generation to on-ground exploration in a geological region known as the Mid-Continent Rift
(“MCR”) which extends from Minnesota, Wisconsin and Michigan in the United States and
southern Ontario, eastern Manitoba and western Quebec in Canada (certain areas excluded) (the
"LAGXL Area"). 

With respect to the acquisition and exploration of target properties, the Laurion/GXL Agreement
provides that the Corporation has the right to select up to five targets in the LAGXL Area within the
Anglo Area (the “Alliance Targets”) and Kiska will provide geological and exploration management
related thereto, the costs of which will be borne by the Corporation. 

Title to each Alliance Target shall be held as to 51% by the Corporation and 49% by Kiska.

To maintain its 51% interest in each Alliance Target, the Corporation must expend an aggregate of
$250,000 annually on each Alliance Target.
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

5. MINERAL EXPLORATION PROPERTIES AND DEFERRED EXPLORATION COSTS (Cont'd)

The Alliance Properties (Cont'd)

(b) The Alliance Target Properties

As noted previously, the Corporation has the right to select up to five Ni-Cu-PGE targets (“Alliance
Targets”). To date, the Corporation and Kiska have used the mineral targeting technologies
selecting only two of the five Alliance Targets: the Gowganda Project and the Nipigon Project.

The Gowganda Project is composed of Midlothian and Raymond Properties.  The Midlothian
Property is located 33km northwest of Gowganda in the Township of Midlothian and consists of a
2,782 hectare claim block (27.8 sq. km.). The Raymond Property is located 24km northwest of
Gowganda in the Townships of Raymond and Knight and consists of a 3,291 hectare claim block
(32.9 sq. km.).

The Nipigon Project is composed of Dorothea, Fox Mountain, and Graydon Lake Properties. The
Dorothea Property is located 15km northwest of the town of Beardmore within Dorothea Township
and consists of a 957 hectare claim block. The Fox Mountain Property is located 40km west of
Cameron Falls straddling the Townships of Little Sturge and Leckie Lake, and consists of a 1,730.5
hectare claim block and the Graydon Lake Property is located 23km northwest of Cameron Falls
within Graydon Lake Township and consists of a 2,209 hectare claim block.

On May 13, 2010, the Corporation announced that it was abandoning the underperforming Nipigon
Project which is composed of Dorothea, Fox Mountain, and Graydon Lake Properties (collectively
the “targets”). Mineral exploration property in the amount of $157,500 and deferred exploration
costs in the amount of $450,891 were written-off in the period. In making this decision the
Corporation conducted geophysical surveys, fieldwork and sampling and determined that none of
the targets satisfied the Corporation’s internal technical criteria.

The Sturgeon River Mine Property

On October 4, 2007, the Corporation entered into an agreement with St. Andrew Goldfields Ltd. to
purchase a 100% interest in the Sturgeon River Mine located in the Beardmore Geraldton district in
Ontario, for a consideration of 500,000 common shares issued at $0.10 per share. 

The Sturgeon River Mine Property consists of 15 contiguous mining leases located in the historic
Geraldton Beardmore Gold Camp, 120 kilometres northeast of Thunder Bay, Ontario. 
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

5. MINERAL EXPLORATION PROPERTIES AND DEFERRED EXPLORATION COSTS (Cont'd)

Other

The Fripp Property

The Corporation has staked 30 nickel units in Fripp Township, located 23km southwest of
Timmins, Ontario. In 2009, the Corporation determined that the Fripp Property was not
economically viable and deferred exploration costs in the amount of $8,078 were written-off during
the year ended December 31, 2009.

The Clary Property

The Clary Property is located 50km west of the town of Temagami and 105km northwest of North
Bay, Ontario. The Corporation staked this property in November 2008.

On November 3, 2010, the Corporation decided to let the claims lapse on the underperforming
Clary Project which is composed of a 100% interest in 52 unpatented mining claim units (4 mining
claims) in Clary Township, located 50 km west of the town of Temagami and 105km northwest of
North Bay, Ontario, Canada. Deferred exploration costs in the amount of $28,111 were written-off.

 Additional deferred exploration costs of $22,063 were written-off.

The East Lydian Property

The East Lydian Property represents 100% interest in 6 unpatented mining claim units (1 mining
claim) in Clergue Township. In 2009, the Corporation determined that the East Lydian Property
was not economically viable and deferred exploration costs in the amount of $943 were written-off
during the year ended December 31, 2009.

6. PROPERTY AND EQUIPMENT

Accumulated Net
Cost Amortization 2010

Mining equipment 21,900 20,707 1,193
Computer equipment 15,011 13,827 1,184

$ 36,911 $ 34,534 $ 2,377

Accumulated Net
Cost Amortization 2009

Building $ 99,687 $ 24,777 $ 74,910
Mining equipment 21,900 20,195 1,705
Computer equipment 6,010 4,335 1,675

$ 127,597 $ 49,307 $ 78,290

As a result of the sale of the North Tisdale Claims and Davidson-Tisdale Claims, the Corporation
wrote-off the building on an adjacent property and recognized a loss of $73,662 (2009 - $NIL). 
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

7. SHARE CAPITAL

(a) Authorized
Unlimited special shares, voting, redeemable, convertible, participating 
500,000 class A shares, voting, non-redeemable, convertible, non-participating

Unlimited common shares

(b) Issued

Number of
Common
Shares Amount

Balance, December 31, 2008 and 2009 66,043,683 $ 11,569,906
Issued per option agreement with Globex (Note 5) 1,700,000 93,500
Exercise of warrants 4,660,133 817,900

Balance, December 31, 2010 72,403,816 $ 12,481,306

(c) Shares issued

On November 16, 2010, 4,660,133 warrants out of a total of 11,285,150 warrants issued in a
private placement on November 16, 2007 were exercised and the remaining 6,625,017
warrants expired unexercised.

(d) Warrants

Warrant transactions are as follows:

Average
Number of Allocated Exercise
Warrants Value Price

Balance, December 31, 2008 16,795,006 $ 947,214 $ 0.11
Expired (1,000,000) (52,538) $ 0.10 - 0.115
Expired (1,935,944) (114,610) $ 0.20
Warrant Modification - 356,806 $ -

Balance, December 31, 2009 13,859,062 $ 1,136,872 $ 0.11
Expired (400,000) (267,977) $ 0.25
Expired (2,173,912) (135,795) $ 0.11
Expired (6,625,017) (427,815) $ 0.11
Exercised (4,660,133) (305,285) $ 0.11

Balance, December 31, 2010 - $ - $ -
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Laurion Mineral Exploration Inc.
Notes to Consolidated Financial Statements
December 31, 2010 and 2009

7. SHARE CAPITAL (Cont'd)

(d) Warrants (Cont'd)

Black-Scholes Valuation

On September 10, 2009 the Corporation extended the term, and reduced the exercise price,
of the 2,173,912 warrants issued on October 17, 2007. The Warrants were scheduled to
expire on October 17, 2009. The expiration date was extended to October 17, 2010, and the
exercise price was reduced from $0.20 to $0.11. The warrants were valued using the Black-
Scholes valuation with the following assumptions: risk-free interest rate: 1.88%; volatility:
201%; dividend yield: NIL.

On November 4, 2009 the Corporation extended the term of the 11,285,150 warrants issued
on November 16, 2007. The Warrants were scheduled to expire on November 16, 2009. The
expiration date was extended to November 16, 2010. The warrants were valued using the
Black-Scholes valuation with the following assumptions: risk-free interest rate: 1.88%;
volatility: 192%; dividend yield: NIL, exercise price $0.20.

During the year ended December 31, 2010, 4,660,133 (2009 - NIL) warrants were exercised
at an average exercise price of $0.11 for proceeds of $512,615 (2009 - $NIL). At December
31, 2010 there were NIL (2009 -13,859,062) warrants outstanding.

(e) Stock Options

On October 4, 2010, the Corporation adopted the 2010 Option Plan in replacement of the
Original Option Plan to align the terms and conditions of its equity compensation plan with the
policies of the TSXV. 

The 2010 Option Plan has a "rolling plan" in replacement of a "fixed plan" and allows the
Corporation to issue options to a maximum of 10% of the issued and outstanding common
shares of the Corporation. Options will be exercisable over periods of up to ten years as
determined by the Board, instead of over periods of five years under the Original Option Plan.
Options are required to have an exercise price of no less than the closing market price of the
Corporation's shares prevailing on the day that the option is granted less a discount of up to
25%. The Original Option Plan did not allow options to be granted at a discount. The amount
of the discount will vary with the market price in accordance with the policies of the TSXV. 

On November 19, 2009 the Corporation granted an aggregate of 1,350,000 options to its
directors. Each option is exercisable into one common share of the capital of the Corporation
at an exercise price of $0.10 per share at any time until November 19, 2014.  They vest
540,000 as of their date of grant, 405,000 on the first anniversary of their date of grant and
405,000 on the second anniversary of their date of grant. 

On March 11, 2010, the Corporation retained the services of geological consulting company
GeoVector Management Inc. ("GeoVector") to manage and direct its exploration programs
and issued 100,000 stock options to GeoVector as part of their compensation under the
consulting agreement.  The options have an exercise price of $0.10 and an expiry date of
March 11, 2015. They vest 33,000 six months after the date of issue, 33,000 on the first
anniversary of the date of issue and 34,000 eighteen months after the date of issue.
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7. SHARE CAPITAL (Cont'd)

(e) Stock Options (Cont'd)

On March 25, 2010, the Corporation issued 492,000 stock options to three consultants as part
of their compensation under a consulting agreement. The options have an exercise price of
$0.10 and expire on March 25, 2015.  They vest 196,800 immediately, 147,600 on the first
anniversary of the date of issue and 147,600 eighteen months after the date of issue.

On June 14, 2010, the Corporation retained Torrey Hills Capital Inc. (“Torrey Hills”) of San
Diego as Investor Relations Consultants. In consideration of their services the Corporation
agreed to pay Torrey Hills $5,000 USD per month and grant an option to purchase 200,000
common shares. The options have an exercise price of $0.10 and expire on June 14, 2013.
They vest 25% upon signing the Consulting Agreement (the "Effective Date"), 25% four
months after the Effective Date, 25% eight months after the Effective Date and the remaining
25% twelve months after the Effective Date. On October 4, 2010, the Corporation approved
the issuance of 76,000 stock options to each of three consultants as part of their finder’s fee
for the Bell Mountain Project, for a total of 228,000 stock options. The options have an
exercise price of $0.10 and an expiry date of September 21, 2020. The options vest as
follows: 40% upon signing of the Consulting Agreement on October 4, 2010 (the "Effective
Date"); 30% 12 months after the Effective Date and the remaining 30% 18 months after the
Effective Date.

On December 31, 2010 the Corporation granted an aggregate of 2,100,000 options to its
directors. Each option is exercisable into one common share of the capital of the Corporation
at an exercise price of $0.12 per share at any time until December 31, 2020.  They vest one
third as of their date of grant, one third on the first anniversary of their date of grant and one
third on the second anniversary of their date of grant.

As of December 31, 2010 there were 6,150,000 (2009 - 3,030,000) options outstanding, of
which 3,739,000 (2009 - 2,010,000) were exercisable at a weighted average exercise price of
$0.10 (2009 - $0.13). 

Stock option transactions and the number of stock options outstanding are as follows:
Average

Number of Exercise
Options Price

Balance, December 31, 2008 3,560,000 $ 0.16
Granted 1,350,000 $ 0.10
Expired (1,880,000) $ 0.18

Balance, December 31, 2009 3,030,000 $ 0.13
Granted 3,120,000 $ 0.10

Balance, December 31, 2010 6,150,000 $ 0.11
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7. SHARE CAPITAL (Cont'd)

(e) Stock Options (Cont'd)

Exercise Number of
Grant Date Expiry Date Price Options

December 28, 2006 December 28, 2011 $ 0.12 480,000
October 22, 2007 October 22, 2012 $ 0.235 500,000
October 30, 2008 October 29, 2013 $ 0.10 700,000
November 19, 2009 November 19, 2014 $ 0.10 1,350,000
March 11, 2010 March 11, 2015 $ 0.10 100,000
March 25, 2010 March 25, 2015 $ 0.10 492,000
June 14, 2010 June 14, 2013 $ 0.10 200,000
October 4, 2010 September 21, 2020 $ 0.10 228,000
December 31, 2010 December 31, 2020   $ 0.12 2,100,000

Options outstanding as at December 31, 2010 6,150,000

The fair value of each stock option granted is estimated on the date of grant using the Black-
Scholes option pricing model with the following assumptions:

March 11, March 25, June 14, October 4, December 31,
2010 2010 2010 2010 2010

Number of options 100,000 492,000 200,000 228,000 2,100,000
Fair value $ 5,200 $ 21,877 $ 10,322 $ 26,445 $ 196,943
Expected life 5 years 5 years 3 years 10 years 10 years
Expected volatility 143% 155% 141% 136% 115%
Expected dividend yield NIL NIL NIL NIL NIL
Risk-free interest rate 1.88% 1.88% 2.10% 1.98% 1.88%

(f) Shareholder Rights Plan

On October 4, 2010 the Corporation adopted an amended and restated shareholder rights
plan (the "2010 Rights Plan"). The 2010 Rights Plan took effect on November 6, 2010 after
the expiration of the shareholder rights plan adopted by the Corporation on July 3, 2007. 

The purpose of the 2010 Rights Plan is to provide shareholders and the Board with adequate
time to consider and evaluate any unsolicited take-over bid made for the Corporation's
common shares; provide the Board with adequate time to identify, develop and negotiate
value-enhancing alternatives; and encourage the fair treatment of shareholders in connection
with any take-over bid made for the Corporation's common shares. The 2010 Rights Plan is
intended to prevent any person from acquiring beneficial ownership of more than 20% of the
outstanding common shares while the Board's process is ongoing, or from entering into
arrangements or relationships that have a similar effect. 
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7. SHARE CAPITAL (Cont'd)

(f) Shareholder Rights Plan (Cont'd)

The rights will be issued and attached to all issued and outstanding common shares. A
separate rights certificate will not be issued until such time as the rights become exercisable.
Following an acquisition of the Corporation's shares otherwise prohibited by the 2010 Rights
Plan, each right held by a person other than the acquiring person and its affiliates, associates
and joint actors would, upon exercise, entitle the holder to purchase common shares from the
Corporation with a total market value equal to twice the exercise price of the rights for an
amount in cash equal to the exercise price. The 2010 Rights Plan provides for permitted bids,
which would be open for a minimum period of 60 days from the date the bid is made.

8. CONTRIBUTED SURPLUS

2010 2009

Balance, beginning of year $ 4,512,001 $ 4,264,004
Stock-based compensation 116,111 80,849
Warrants expired 831,587 167,148

Balance, end of year $ 5,459,699 $ 4,512,001

9. INCOME TAXES

(a) Provision for income taxes

The major factors that cause variations from the Corporation's combined federal and
provincial statutory Canadian income tax rates of 31% (2009 - 31.00%) were the following:

2010 2009

Gain (loss) before income taxes $ 2,887,738 $ (408,783)

Expected tax (recovery) at statutory rates $ 895,199 $ (126,723)
Increase (decrease) resulting from:
Non-capital portion of capital gains (45,081) -
Proceeds in excess of recapture on disposal (130,200) -
Stock-based compensation 35,994 24,248
Mineral exploration properties written-off - 2,797
Gain on disposal of assets - (26,525)
Differences in tax rates (96,972) 126,203
Change in valuation allowance (658,940) -

$ - $ -
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9. INCOME TAXES (Cont'd)

(b) Future tax balances

The tax effects of temporary differences that give rise to future income tax assets and future
income tax liabilities are as follows:

2010 2009

Future income tax assets (liabilities)
Non-capital losses $ 352,590 $ 1,100,414
Share issue costs 12,737 25,475
Resource properties (300,676) (481,247)
Difference in property and equipment 28,776 7,547
Provincial transitional credits 54,388 6,751
Investment (147,815) -
Valuation allowance - (658,940)

$ - $ -

(c) Losses carried forward

The Corporation has approximately $845,000 in foreign resource tax pools and $1,600,000 of
Canadian resource tax pools which have no expiry date. The Corporation utilized non-capital
losses of approximately $3,314,000 with an approximate tax savings of $1,027,000. The
Corporation has non-capital losses that will expire, if not utilized, as follows:

2027 $ 629,600
2028 445,300
2029 220,700

$ 1,295,600

10. RELATED PARTY TRANSACTIONS

Accounts payable and accrued liabilities includes $16,603 (2009 - $12,898) due to Quaere
Strategia Inc. ("Quaere") a company wholly-owned by the President of the Corporation. The
balance is non-interest bearing and payable on demand. Deferred exploration costs includes
$34,124 (2009 - $61,313.28) paid to Quaere, and other expenses of $87,723 (2009 - $59,599)
were also paid to the related party during the year. Quaere provides office space and equipment,
at no cost to the Corporation. 

During the year management fees of $97,413 (2009 - $53,657) were paid to Quaere for consulting
management services provided to the Corporation by the President.  
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10. RELATED PARTY TRANSACTIONS (Cont'd)

Companies owned by officers of the Corporation were paid $8,062 (2009 - $NIL) for geological
services provided to the Corporation. Other fees of $2,789 (2009 - $1,238) were paid to an officer
of the Corporation.

On December 31, 2010 the Corporation granted to its directors 2,100,000 options as detailed in
Note 7 hereto.

On November 19, 2009, the Corporation granted to its directors 1,350,000 options as detailed in
Note 7 hereto.

The above transactions are in the normal course of operations and are measured at the exchange
amount, which is the amount of consideration established and agreed to by the related parties.

11. FINANCIAL INSTRUMENTS

Fair Value

The carrying value of cash and the investment is measured at fair value as they are classified as
held for trading. Other receivables which are classified as loans and receivables and accounts
payable and accrued liabilities which are classified as other financial liabilities, are measured at
amortized cost which approximates fair value due to the short term nature of these financial
instruments.  Fair value represents the amount that would be exchanged in an arm's length
transaction between willing parties and is best evidenced by a quoted market price, if one exists.

Credit Risk

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment
obligations.  The Corporation’s credit risk relates to cash, other receivable and investment held at
year end.  Cash is held with a reputable financial institution and is closely monitored by
management. The Corporation’s maximum credit exposure related to cash is $ 293,064 at
December 31, 2010 (2009 - $162,423).  Management believes the credit risk with respect to cash
is not significant.

The Corporation is exposed to credit risk on the other receivable from the Corporation's investment
broker. At December 31, 2010, $273,998 is receivable from this investment broker. The payment
was received subsequent to year end therefore credit risk with respect to the other receivable is
not significant.

The San Gold investment is held by the investment broker. Bankruptcy or insolvency of the broker
may cause the Corporation's right with the respect to the shares held by the custodian to be
delayed or limited. The Corporation manages this risk by monitoring the credit quality and financial
position of the broker. If the credit quality or the financial position deteriorates unacceptably, the
CEO will act to move the Corporation's investment to another broker.  
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11. FINANCIAL INSTRUMENTS (Cont'd)

Liquidity Risk

Liquidity risk refers to the risk that the Corporation will not be able to meet its financial obligations
when they become due.  The Corporation’s approach to managing liquidity risk is to ensure that it
will have sufficient liquidity to meet liabilities as they become due.  As at December 31, 2010, the
Corporation had a cash balance of $ 293,064 (2009 - $162,423) and other receivables of
$391,192 (2009 - $12,625) to settle current liabilities of $ 638,937 (2009 - $579,600).  All of the
Corporation’s financial liabilities have contractual maturities of less than 30 days and are subject to
normal trade terms except for $461,372 as outlined in Note 14.  In addition, other receivables
include a receivable from the Federal Government of Canada for goods and services tax due of
$66,780 (2009 - $12,625), which will be used to settle current liabilities.

The Corporation has no income and relies on equity financing to support its exploration program.
Additional financing is required to fund the related operating expenses required to manage the
Corporation through fiscal 2011.  Management prepares budgets and ensures funds are available
prior to commencement of any exploration program.

Foreign Exchange Risk

The Company operates in Canada and the United States of America, giving rise to market risks
from changes in foreign exchange rates. The Company has potential future financial commitments
denominated in US dollars. The Company periodically monitors foreign exchange rates, though it
has not entered into any financial arrangements to hedge or protect the Company from
unfavourable changes in foreign exchange rates. As at December 31, 2010, the Company had the
following foreign denominated balances:

USD

Cash 16,958
Receivables and prepaids 25,400
Accounts payable and accrued liabilities (433,104)

As at December 31, 2009, the Company had the following foreign denominated balances:

USD

Accounts payable and accrued liabilities (391,733)

A 10% change in the USD will impact profitability by approximately $39,075 (2009 - $39,173).

Equity and Other Price Risk

Equity and other price risk is the risk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in market price (other than those arising from interest rate or
currency risk). The investment in San Gold is subject to normal market fluctuations and risks
inherent in financial markets. The maximum exposure resulting from investment in San Gold is
$2,497,130 (2009 - $NIL).

A 10% change in the closing market price of the investment held at December 31, 2010 with all
other variables held constant will impact profitability by approximately $249,713 (2009 - $NIL).
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12. SEGMENTED INFORMATION

2010 2009

Mineral exploration properties by geographic area

Canada $ 3,039,750 $ 3,146,781
United States $ 815,716 $ -

13. CAPITAL DISCLOSURES

The Corporation’s objective when managing capital is to raise sufficient funds to execute its
exploration plan.  At December 31, 2010, the Corporation’s capital consists of equity in the amount
of $6,440,315 (2009 - $2,830,351).

The properties in which the Corporation currently has an interest are in the exploration stage; as
such the Corporation is dependent on external financing to fund its activities.  In order to carry out
the planned exploration and pay for administrative costs, the Corporation will spend its existing
working capital and raise additional amounts as needed.

The Board of Directors does not establish quantitative return on capital criteria for management,
but rather relies on the expertise of the Corporation’s management to sustain future development
of the business.  The Corporation does not have any externally imposed capital requirements.

There were no changes in the Corporation’s approach to capital management during the year
ended December 31, 2010.

14. CONTINGENCIES AND COMMITMENTS  

The nature of the Corporation’s business subjects it to regulatory investigations, claims and
lawsuits in the ordinary course of business.  There is no assurance that the foregoing matters or
any other investigations, claims and lawsuits, will not have an adverse effect on the Corporation.

Former legal counsel, who represented the Corporation in a suit, has a judgment against the
Corporation for its legal fees since April 2001.  The Corporation has recorded this liability of
$461,372 in these financial statements under accounts payable and accrued liabilities.

15. SUBSEQUENT EVENT

On February 22, 2011, the Corporation filed a letter of intent to acquire an undivided 100% interest
in 13 mining claims totaling 179 units located in the Pifner Township (the "Sturgeon Pifner North
Claims") north of the Sturgeon River project. The purchase price is $68,000 payable by issuance of
800,000 Common shares in the Corporation.
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16. COMMODITY PRICE RISK

Commodity price risk is defined as the potential adverse impact on earnings and economic value
due to commodity price movements and volatilities.  The ability of the Corporation to develop its
properties and the future profitability of the Corporation is directly related to the market price of
certain minerals.  The Corporation closely monitors commodity prices of precious metals to
determine the appropriate course of action to be taken by the Corporation.
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