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PART I

- FINANCIAL INFORMATION

Item 1.       Financial Statements
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URANIUM ENERGY CORP.

(An Exploration Stage Company)

CONSOLIDATED FINANCIAL STATEMENTS

OCTOBER 31, 2008
(Unaudited)

2

URANIUM ENERGY CORP.

(An Exploration Stage Company)

CONSOLIDATED BALANCE SHEETS
(Unaudited)

COMMITMENTS AND CONTINGENCIES

(Notes 4 and 10)

The accompanying notes are an integral part of these consolidated financial statements.
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Edgar Filing: URANIUM ENERGY CORP - Form 10-Q

4



(An Exploration Stage Company)

CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

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

4

URANIUM ENERGY, CORP.

(An Exploration Stage Company)

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
(Unaudited)

All share amounts have been restated to reflect the 2:1 reverse share consolidation in January 2005 and the 1.5:1
forward share split as of the date of record, February 28, 2006.

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

5

URANIUM ENERGY CORP.

(An Exploration Stage Company)

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

SUPPLEMENTAL CASH FLOW INFORMATION AND NONCASH INVESTING
   AND FINANCING ACTIVITIES

(Note 11)

The accompanying notes are an integral part of these consolidated financial statements.
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6

URANIUM ENERGY CORP.

(An Exploration Stage Company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
OCTOBER 31, 2008 (Unaudited)

NOTE 1:            NATURE OF OPERATIONS

Uranium Energy Corp. (the "Company") was incorporated on May 16, 2003 in the State of Nevada. The Company
owns a 100% interest in UEC Resources Ltd. ("UEC Resources"), a private company incorporated in the province of
British Columbia, Canada on December 21, 2007. Since November 1, 2004, the Company has acquired mineral leases
and entered into joint venture agreements, directly or by way of option, for the purposes of exploring for economic
deposits of uranium in the States of Arizona, Colorado, New Mexico, Texas, Utah, and Wyoming. As at October 31,
2008 the Company has interests in approximately 56,035 net acres of mineral properties which have been staked,
leased or optioned.

These financial statements have been prepared in accordance with generally accepted accounting principles in the
United States of America.

The Company commenced operations on May 16, 2003 and has not realized any significant revenues since inception.
As at October 31, 2008 the Company has working capital of $9,342,870 and an accumulated deficit of $44,116,974.
Although existing cash resources are currently expected to provide sufficient funds through the upcoming year, the
capital expenditures required to achieve planned principal operations may be substantial. The continuation of the
Company as a going concern for the next 12 months is dependent on implementing management plans relating to cost
reduction and cash spending programs. The continuation of the Company as a going concern for a period of longer
than the upcoming year is dependent upon the ability of the Company to obtain necessary financing to continue
operations. The Company is in the exploration stage of its mineral property development and to date has not yet
established any proven mineral reserves on its existing properties. The continued operations of the Company and the
recoverability of the carrying value of its assets are ultimately dependent upon the ability of the Company to achieve
profitable operations. As at October 31, 2008 the Company has completed private placements and received funding
through the exercise of stock options and share purchase warrants for net proceeds of $46,452,592 from the issuance
of shares of the Company's common stock.

Unaudited Interim Consolidated Financial Statements

The accompanying unaudited interim consolidated financial statements have been prepared in accordance with
generally accepted accounting principles for interim financial information. They may not include all information and
footnotes required by United States generally accepted accounting principles for complete financial statements,
however, except as disclosed herein, there have been no material changes in the information disclosed in the notes to
the audited consolidated financial statements for the year ended July 31, 2008 included in the Company's Annual
Report on Form 10-K filed with the Securities and Exchange Commission. The interim unaudited consolidated
financial statements should be read in conjunction with those consolidated financial statements included in the Form
10-K. In the opinion of management, all adjustments considered necessary for a fair presentation, consisting solely of
normal recurring adjustments, have been made. Operating results for the three months ended October 31, 2008 are not
necessarily indicative of the results that may be expected for the year ending July 31, 2009.

Edgar Filing: URANIUM ENERGY CORP - Form 10-Q

6



NOTE 2:            SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Principles of Consolidation

These consolidated financial statements are presented in United States dollars and have been prepared in accordance
with accounting principles generally accepted in the United States of America.

The accompanying consolidated financial statements include the accounts of Uranium Energy Corp. (incorporated in
the State of Nevada, USA) and its wholly-owned subsidiary, UEC Resources Ltd. (incorporated in the province of
British Columbia, Canada). All significant inter-company transactions and balances have been eliminated upon
consolidation.

Cash and Cash Equivalents

The Company considers all highly liquid instruments with an original maturity of three months or less at the time of
issuance to be cash equivalents.

7

Use of Estimates

The preparation of financial statements in conformity with United States generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amount of assets and liabilities at the
date of the financial statements and revenues and expenses during the period reported. By their nature, these estimates
are subject to measurement uncertainty and the effect on the financial statements of changes in such estimates in
future periods could be significant. Significant areas requiring management's estimates and assumptions are
determining the fair value of transactions involving common stock, valuation and impairment losses on mineral rights
and property acquisitions, databases, land use agreements, and property and equipment, and the valuation of
stock-based compensation. Other areas requiring estimates include allocations of expenditures to resource property
interests and depreciation of property and equipment. Actual results could differ from those estimates.

Mineral Property Costs

The Company is primarily engaged in the acquisition, exploration and development of mineral properties.

Mineral property acquisition costs are initially capitalized as tangible assets when purchased. Periodically, the
Company assesses the carrying costs for impairment. If proven and probable reserves are established for a property
and it has been determined that a mineral property can be economically developed, costs will be amortized using the
units-of-production method over the estimated life of the probable reserve.

Mineral property exploration costs are expensed as incurred.

As of the date of these consolidated financial statements, the Company has not established any proven or probable
reserves on its mineral properties and incurred only acquisition and exploration costs.

Databases

Costs related to internally developed databases are expensed as incurred. Costs of acquired mineral property databases
are capitalized upon acquisition. Mineral property databases are tested for impairment whenever events or changes
indicate the carrying value amount may not be recoverable. An impairment loss is recognized if it is determined that
the carrying amount is not recoverable and exceeds fair value. Mineral property databases are amortized over five
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years using the straight-line method.

Restoration and Remediation Costs (Asset Retirement Obligations)

Various federal and state mining laws and regulations require the Company to reclaim the surface areas and restore
underground water quality for its mine projects to the pre-existing mine area average quality after the completion of
mining.

Future reclamation and remediation costs, which include production equipment removal and environmental
remediation, are accrued based on management's best estimate at the end of each period of the costs expected to be
incurred at each project. Such estimates would be determined by the Company's engineering studies calculating the
cost of future surface and groundwater activities, current regulations, actual expenses incurred, and technology and
industry standards.

In accordance with Statement of Financial Accounting Standards No. 143 "Accounting for Asset Retirement
Obligations," the Company will capitalize the measured fair value of asset retirement obligations to mineral rights and
properties. The asset retirement obligations would be accreted to an undiscounted value until the time at which it they
are expected to be settled. Actual retirement costs will be recorded against the asset retirement obligations when
incurred. Any difference between the recorded asset retirement obligations and the actual retirement costs incurred
will be recorded as a gain or loss in the period of settlement.

Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate the carrying
amount of an asset may not be recoverable. Circumstances which could trigger a review include, but are not limited
to: significant decreases in the market price of the asset; significant adverse changes in the business climate or legal
factors; accumulation of costs significantly in excess of the amount originally expected for the acquisition or
construction of the asset; current period cash flow or operating losses combined with a history of losses or a forecast
of continuing losses associated with the use of the asset; and current expectation that the asset will more likely than
not be sold or disposed significantly before the end of its estimated useful life. Recoverability of these assets is
measured by comparison of its carrying amount to future undiscounted cash flows the assets are expected to generate.
An impairment loss is recognized when the carrying amount is not recoverable and exceeds fair value.

Financial Instruments

The fair values of cash and cash equivalents, restricted cash, other current monetary assets, accounts payable and
accrued liabilities were estimated to approximate their carrying values due to the immediate or short-term maturity of
these financial instruments. The Company's operations and financing activities are conducted primarily in United
States dollars, and as a result the Company is not subject to significant exposure to market risks from changes in
foreign currency rates. Management has determined that the Company is not exposed to significant credit risk.

8

Loss per Common Share

Basic loss per share includes no dilution and is computed by dividing loss attributable to common stockholders by the
weighted average number of common shares outstanding for the period. Diluted earnings per share reflect the
potential dilution of securities that could share in the earnings (loss) of the Company. The common shares potentially
issuable on conversion of outstanding convertible debentures and exercise of stock options were not included in the
calculation of weighted average number of shares outstanding because the effect would be anti-dilutive.
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Foreign Currency Translation

The functional currency of the Company, including its subsidiary, is United States dollars. UEC Resources Ltd.
maintains its accounting records in their local currency (Canadian dollar). In accordance with SFAS No. 52, "Foreign
Currency Translation", the financial statements of the Company's subsidiary is translated into United States dollars
using period end exchange rates as to monetary assets and liabilities and average exchange rates as to revenues and
expenses. Non-monetary assets are translated at their historical exchange rates. Net gains and losses resulting from
foreign exchange translations and foreign currency exchange gains and losses on transactions occurring in a currency
other than the Company's functional currency are included in the determination of net income in the period.

Income Taxes

The Company follows the liability method of accounting for income taxes. Under this method, deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax balances. Deferred tax assets and liabilities
are measured using enacted or substantially enacted tax rates expected to apply to the taxable income in the years in
which those differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the date of enactment or substantive enactment.
As at October 31, 2008 the Company had net operating loss carry forwards; however, due to the uncertainty of
realization, the Company has provided a full valuation allowance for the potential deferred tax assets resulting from
these losses carry forwards.

Stock-Based Compensation

On January 1, 2006, the Company adopted SFAS No. 123 (revised 2004) (SFAS No. 123R), Share-Based Payment,
which addresses the accounting for stock-based payment transactions in which an enterprise receives services in
exchange for (a) equity instruments of the enterprise or (b) liabilities that are based on the fair value of the enterprise's
equity instruments or that may be settled by the issuance of such equity instruments. In January 2005, the Securities
and Exchange Commission (SEC) issued Staff Accounting Bulletin (SAB) No. 107, which provides supplemental
implementation guidance for SFAS No. 123R. SFAS No. 123R eliminates the ability to account for stock-based
compensation transactions using the intrinsic value method under Accounting Principles Board (APB) Opinion No.
25, Accounting for Stock Issued to Employees, and instead generally requires that such transactions be accounted for
using a fair-value-based method. The Company uses the Black-Scholes-Merton ("BSM") option-pricing model to
determine the fair-value of stock-based awards under SFAS No. 123R, consistent with that used for pro forma
disclosures under SFAS No. 123, Accounting for Stock-Based Compensation. The Company has elected the modified
prospective transition method as permitted by SFAS No. 123R and accordingly prior periods have not been restated to
reflect the impact of SFAS No. 123R. The modified prospective transition method requires that stock-based
compensation expense be recorded for all new and unvested stock options, restricted stock, restricted stock units, and
employee stock purchase plan shares that are ultimately expected to vest as the requisite service is rendered beginning
January 1, 2006, the first day of the Company's fiscal year 2006. Stock-based compensation expense for employee
awards granted prior to January 1, 2006 is based on the grant date fair-value as determined under the pro forma
provisions of SFAS No. 123. On a quarterly basis, the Company estimates expected forfeitures and updates the
valuation accordingly.

Prior to the adoption of SFAS No. 123R, the Company measured compensation expense for its employee stock-based
compensation plans using the intrinsic value method prescribed by APB Opinion No. 25. The Company applied the
disclosure provisions of SFAS No. 123 as amended by SFAS No. 148, Accounting for Stock-Based Compensation -
Transition and Disclosure, as if the fair-value-based method had been applied in measuring compensation expense.
Under APB Opinion No. 25, when the exercise price of the Company's employee stock options was equal to the
market price of the underlying stock on the date of the grant, no compensation expense was recognized.
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Property and Equipment

Property and equipment are recorded at cost and are amortized using the straight-line method over their estimated
useful lives at the following rates:

Computer Equipment 3 years

Exploration Equipment 5 years

Furniture and Fixtures 5 years

Leasehold Improvements term of lease

Vehicles 5 years

9

Recent Accounting Pronouncements

In February 2008 the FASB released FSP No. FAS 157-2. FSP No. FAS 157-2 defers the effective date of SFAS 157
for one year for nonfinancial assets and nonfinancial liabilities that are recognized or disclosed at fair value in the
financial statements on a nonrecurring basis. It does not defer recognition and disclosure requirements for financial
assets and financial liabilities, or for nonfinancial assets and nonfinancial liabilities that are remeasured at least
annually. The Company does not anticipate that this statement will have an impact on its financial statements.

NOTE 3:            RESTRICTED CASH

Restricted cash included certificates of deposit issued to the Wyoming Department of Environmental Quality, Land
Quality Division, in lieu of a surety bond. The certificates of deposit accrue interest at 3.5% and 2.0% per annum, are
automatically renewable and are protected by federal insurance up to $100,000. Additionally, the Company has
deposits of $15,000 with the Arizona State Land Department pursuant to exploration activities in the State of Arizona,
and a deposit of $5,418 with the State of Colorado pursuant to exploration activities in that state. During the three
months ended October 31, 2008 the Company recovered $3,000 previously on deposit with the Arizona State Land
Department.

NOTE 4:            MINERAL RIGHTS AND PROPERTIES

Uranium Exploration

Since November 1, 2004, the Company has been acquiring mineral leases for the purpose of exploring for economic
deposits of uranium in the States of Arizona, Colorado, New Mexico, Texas, Utah, and Wyoming.

As at October 31, 2008 the Company has interests in 63,563 gross acres (56,035 net mineral acres) of mineral
properties have been staked, leased or optioned pursuant to agreements by the Company in the States of Arizona,
Colorado, New Mexico, Texas, Utah, and Wyoming for the purposes of uranium exploration for a total cost of
$13,450,692, including $8,207,500 representing the fair value of non-cash compensation. The totals include 3,291 net
acres (6,717 gross acres leased by Cibola Resources LLC of which the Company holds a 49% interest). These leases
are subject to varying royalty interests, some of which are indexed to the sale price of uranium. As at October 31,
2008 total yearly recurring maintenance payments of $227,345 are required to maintain existing mineral leases.
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Goliad Project

On October 11, 2005, the Company entered into a mineral asset option agreement (the "Moore Option") granting the
Company the option to acquire certain mineral property leases in the State of Texas for total consideration of
$200,000 and 3,000,000 post-split restricted common shares at a fair value of $0.33 per share. In consideration for the
Moore Option and its partial exercise over the option term, the Company has made cash payments totaling $200,000
and issued 3,000,000 post-split shares of restricted common stock. Upon completion of the terms of the Moore Option
title to the leases were transferred to the Company.

Acquisition costs for the Moore Option total $8,407,500 as at October 31, 2008 and include the following: (i) cash
payments of $200,000, (ii) 750,000 restricted common shares issued on October 11, 2005 with a fair value of
$250,000, (iii) 500,000 restricted common shares issued on April 10, 2006 with a fair value of $1,150,000, (iv)
250,000 restricted common shares issued on September 28, 2006 with a fair value of $462,500, (v) 750,000 restricted
common shares issued on October 10, 2006 with a fair value of $975,000, and (vi) 750,000 restricted common shares
issued on April 11, 2007 with a fair value of $5,370,000. Additionally, the Company has incurred $284,267 in other
mineral right and property acquisition charges on the Goliad project, for a cumulative cost of $8,691,767 as at October
31, 2008.

Holley Option

On March 28, 2007 the Company entered into a letter option agreement (the "Holley Option") granting the Company
the option to acquire certain mineral property leases, which are located in the States of Colorado, New Mexico, and
Utah, together with certain historical database records for total consideration of $1,594,690. Under the terms of the
Holley Option, and in order to maintain its option to acquire the assets, the Company is required to make the
following option payments totaling $1,500,000 to the order and direction of the Holley Option holders in the
following manner:

(a)           an initial payment of $25,000 on the execution date (paid);
(b)           a payment of $100,000 on March 28, 2007 (paid);
(c)           a payment of $475,000 on or before April 27, 2007 (paid);
(d)           a further payment of $500,000 on or before April 27, 2008 ($475,000 paid); and
(e)           a final payment of $400,000 on or before April 27, 2009.

10

Upon execution of the Holley Option the Company also reimbursed the Holley Option holders with approximately
$95,000 in prior regulatory fees and property payments. In addition, the Company will be required to pay a royalty of
2% or 3% of the gross proceeds received from the sale of any uranium or vanadium produced in relation to any
mineral claim covered under the Holley Option and, at any time during the option period or thereafter, the Company
may elect to purchase the royalty interest at a base cost of $300,000 for each 1% interest it wishes to acquire.
Additionally, the Company has incurred $11,758 in other mineral right and property acquisition charges related to the
Holley Option, for a cumulative cost of $1,181,758 as at October 31, 2008.

Cibola Resources LLC

On April 27, 2007, with a reference date of April 26, 2007, the Company entered into a joint venture with Neutron
Energy Inc. ("NEI"), a Wyoming corporation, in connection with the exploration of a property covering 6,717 acres
located in Cibola County, New Mexico (the "Property") for uranium resources. In connection with the joint venture,
Cibola Resources LLC ("Cibola"), a limited liability company under the laws of the State of Delaware, was formed to
undertake the exploration activities as contemplated by the parties.
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NEI acquired a ten year mining lease (the "Lease") to the Property from La Merced del Pueblo de Cebolleta
("Cebolleta"), a private entity that has the authority over the natural resources of the Property, pursuant to a Mining
Lease and Agreement between Cebolleta and NEI effective April 6, 2007 (the "Mining Lease Agreement"), and has
contributed the Lease to Cibola. Terms of the Lease provide for:

(a)           initial payments of $3,000,000 (paid by NEI, of which 49% was reimbursed to NEI by the
Company);

(b)           an additional cash payment of $2,000,000 six months from the effective date of the Lease
($980,000 paid, being the Company's 49% portion);

(c)           every year after April 6, 2007 until uranium production begins, an advance royalty of
$500,000 (to be deducted from any royalties paid in that same year);

(d)           a recoverable reserve payment of $1 per pound of recoverable uranium reserves upon the
completion of a feasibility study by an independent mining engineering firm, which will be reduced
by all prior payments as described in clause (a) through (c) above;

(e)           a production royalty of between 4.50% and 8.0% depending upon the sale price of uranium;
and

(f)           the funding of a $30,000 per year scholarship program.

The Company has reimbursed an aggregate of $2,450,000 to NEI (49%) of the capital invested to date. As a result,
NEI and the Company hold a 51% and 49% interest, respectively, in Cibola and the Company is obligated to pay 49%
of all future commitments under the terms of the Lease. Additionally, the Company has paid $649,029 in exploration
costs on behalf of Cibola for a cumulative contribution of $3,099,029. As an exploration stage company, Cibola has
no liabilities as at October 31, 2008 and accordingly, $2,450,000 in mineral right and property acquisition costs in
addition to $36,750 in database acquisition costs have been capitalized while other contributions of exploration costs
have been charged to mineral property expenditures.

In December 2003, FASB issued FIN 46(R) "Consolidation of Variable Interest Entities" which requires investors to
consolidate the financial information of investees in which they are the primary beneficiary. The Company is not the
primary beneficiary in Cibola and accordingly, no consolidated financial information is required.

New River Project

Effective November 1, 2007, the Company entered into a binding letter Agreement to Purchase Assets (the
"Agreement") with Melvin O. Stairs, Jr. ("Mr. Stairs"), whereby the Company acquired from Mr. Stairs an undivided
100% legal, beneficial and registered interest in and to a certain mineral exploration claim represented by permit
number 08-111678, which is located at T7N R3E, Section 32, in Maricopa County, Arizona (the "Mineral Claim"),
together with a certain database containing various material information respecting the subject Mineral Claim (the
Mineral Claim and its database, collectively, the "Assets").

On August 25, 2008 the Company entered into an agreement amending the underlying Agreement to Purchase Assets
from Melvin O. Stairs, Jr. Under the terms of the Amending Agreement, the Purchase Price Payment has been
amended to the following:

(a)           Purchase Price Payments: pay to the order and direction of Mr. Stairs the following
Purchase Price Payments in the aggregate sum of U.S. $300,000 in the following manner and at the
following times:
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i)           an initial and non-refundable Purchase Price Payment of U.S. $10,000
immediately upon the Acceptance Date of the Agreement (paid);

ii)          a further non-refundable Purchase Price Payments of U.S. $95,000 on or
before January 10, 2008 (paid); and
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iii)         a further non-refundable Purchase Price Payment of U.S. $95,000
immediately upon the Acceptance Date of the Amending Agreement in the following
manner:

a.     an initial U.S. $57,000 cash payment (paid); and

b.     the U.S. $38,000 balance by way of issuance of an aggregate of
19,000 fully paid and non-assessable restricted common shares at a
deemed issuance price of $2.00 per share (issued); and

iv)          a further non-refundable Purchase Price Payment of U.S. $100,000 payable
on or before October 31, 2009 in the following manner:

a.     an initial U.S. $50,000 cash payment; and

b.     the U.S. $50,000 balance by way of issuance of an aggregate
number of fully paid and non-assessable restricted common shares at
a deemed issuance price calculated as the previous five-day trading
average immediately prior to October 31, 2009, which would equate
to the said balance of U.S. $50,000; and

(b)           Purchase Price Maintenance Payments: pay, or cause to be paid, all outstanding, existing
and future underlying regulatory and governmental fees, payments and assessment work required to
keep the Mineral Claim interests comprising the Assets in good standing during the continuance of
the Agreement and prior to our satisfaction of the entire Purchase Price consideration and including,
without limitation, all permitting costs, transfer fees and any reclamation costs associated in any
manner with the Mineral Claim interests comprising the Assets.

Pursuant to the terms of the Agreement, in order to secure the complete and timely payment of our purchase price
obligations to Mr. Stairs under the Agreement, the Company granted a security interest in and to, a lien upon and a
right of set-off against its right, title and interest in and to the Assets.

Additionally, the Company has incurred $16,600 in other mineral right and property acquisition charges on the New
River project, for a cumulative cost of $188,670 as at October 31, 2008.

F-33 Acquisition (Todilto)

On November 13, 2007, the Company entered into an agreement to acquire certain mineral property leases located in
Cibola County, New Mexico for total consideration of $400,000. Under the terms of the agreement, the Company paid
an initial deposit of $100,000 upon closing with the remaining balance due in three installments of $100,000 due on
March 31, 2008 (paid), December 31, 2008, and December 31, 2009. At the Company's option, the final two
installments may be paid in stock, based on the average trading price of its common stock over the 10 days
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immediately preceding the due date. Additionally, the Company has incurred $91,692 in other mineral right and
property acquisition charges on the Todilto project, for a cumulative cost of $291,692 as at October 31, 2008.

Mineral property exploration costs on a regional basis are as follows:
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NOTE 5:            DATABASES

Database acquisition costs consist of the following:

NOTE 6:            LAND USE AGREEMENTS

Land use acquisition costs, including right of way and easement agreements consist of the following:

NOTE 7:            PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

NOTE 8:            RELATED PARTY TRANSACTIONS

During the three months ended October 31, 2008, the Company had transactions with certain officers and directors of
the Company as follows:
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(a)         incurred $216,885 in management fees paid to directors and officers during the period; and

(b)         incurred $4,033 in consulting fees and $31,212 in general and administrative costs paid to
companies controlled by a direct family member of a current officer.

All related party transactions involving provision of services or tangible assets were recorded at the exchange amount,
which is the value established and agreed to by the related parties. As at October 31, 2008 a balance of $8,654 for the
reimbursement of administrative costs is due from companies controlled by direct family members of a current officer
and a current director.

NOTE 9:            STOCKHOLDERS

' EQUITY
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Share Capital

The Company's capital stock as at October 31, 2008 was 750,000,000 authorized common shares with a par value of
$0.001 per share. On January 9, 2006, a majority of shareholders voted to amend the Company's Articles of
Incorporation to increase the authorized capital from 75,000,000 shares of common stock to 750,000,000 shares of
common stock. The increase in authorized capital was effective on February 1, 2006.

On February 14, 2006, the Company's Board of Directors, pursuant to minutes of written consent in lieu of a special
meeting, authorized and approved a forward stock split on a 1.5 new for one old basis of the Company's total issued
and outstanding shares of common stock (the "Forward Stock Split"). The Forward Stock Split was effectuated with a
record date of February 28, 2006, upon filing the appropriate documentation. The Forward Stock Split increased the
Company's issued and outstanding shares of common stock from 14,968,222 to approximately 22,452,338 shares of
common stock. The common stock continued to have a $0.001 par value after the Forward Stock Split.

2009 Share Transactions

On August 13, 2008 the Company issued 7,500 restricted common shares pursuant to a financial consulting
agreement. At the time of issuance, the shares had a value of $2.06 per share and $15,450 was recorded as stock-based
consulting fees. Additionally, on October 23, 2008 the Company issued 7,500 restricted common shares pursuant to
the same agreement. At the time of issuance, the shares had a value of $0.53 per share and $3,975 was recorded as
stock-based consulting fees.

On October 23, 2008 the Company issued 19,000 restricted common shares pursuant to an asset purchase agreement
(refer to Note 4). At the time of issuance, the shares had a value of $0.53 per share and $10,070 was recorded as
stock-based mineral rights and properties acquisitions.

During the three months ended October 31, 2008 a total of 30,000 common stock options were exercised for aggregate
proceeds of $10,000.

Share Purchase Warrants

The December 12, 2007 private placement included a registration rights agreement, requiring a registration statement
respecting the investors' securities within the Company declared effective by the SEC within four months from the
original date of issuance by the Company of the securities underlying the original subscription agreements. Under the
terms of the registration rights agreement, the Company shall use its reasonable best efforts to maintain the
effectiveness of the registration statement for a period of not less than three years from the original date of issuance. If
the Company fails to maintain the effectiveness of the registration statement for the three year period, additional
warrants could be issuable as liquidated damages. Any additional warrant issuance is provided for under the terms of
the registration rights agreement whereby 1/100 of an additional warrant was issuable to each such investor for each
$1.00 in aggregate subscription price funds paid by the investor to the Company under the private placement and in
respect of each 30 day period (or partial period thereof) of delay of the aforementioned registration statement
effectiveness. As at October 31, 2008 1,754,480 additional warrants could be issuable as liquidated damages through
the three year period expiring December 12, 2010.

The July 7, 2008 and July 18, 2008 private placements included a registration rights agreement, requiring a
registration statement respecting the investors' securities within the Company declared effective by the SEC by
September 25, 2008. Under the terms of the registration rights agreement, the Company shall use its reasonable best
efforts to maintain the effectiveness of the registration statement for a period of not less than two years from the
original date of issuance. If the Company fails to maintain the effectiveness of the registration statement for the two
year period, additional warrants could be issuable as liquidated damages. Any additional warrant issuance is provided
for under the terms of the registration rights agreement whereby 1/100 of an additional warrant was issuable to each
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such investor for each $1.00 in aggregate subscription price funds paid by the investor to the Company under the
private placement and in respect of each 30 day period (or partial period thereof) of delay of the aforementioned
registration statement effectiveness. As at October 31, 2008 3,264,366 additional warrants could be issuable as
liquidated damages through the two year period expiring July 7, 2010 and July 18, 2010.

A summary of the Company's common share purchase warrants as at October 31, 2008 and changes during the period
is presented below:
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