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Queensland Minerals Ltd. 
(an exploration stage Company) 
Consolidated Balance Sheet 
 

 
 

 June 30, December 31, 

 2008 2007 

 (unaudited) (audited) 

 $ $ 

ASSETS   
Current assets   
Cash 61,673 391,969 
Receivables 309,434 310,891 
Prepaid expenses 30,341 8,905 

 401,448 711,765 
   
Asset-backed commercial paper (note 3) 6,493,117 6,493,117 
Capital assets (note 4) 194,698 179,593 
Deferred exploration expenses (note 5) 7,604,558 4,305,146 

 14,693,821 11,689,621 

   
LIABILITIES   
Current liabilities   

Bank loan (note 6) 5,926,176 2,313,730 
Accounts payable and accrued liabilities 722,966 807,596 
Due to Reunion Gold Corporation (note 10) 133,404 36,105 

 6,782,546 3,157,431 

   
SHAREHOLDERS’ EQUITY   
Capital stock (note 7) 12,834,442 12,347,676 
Contributed surplus 4,535,189 4,505,332 
Deficit (9,458,356) (8,320,818) 

 7,911,275 8,532,190 

 14,693,821 11,689,621 

  
   

 
Nature and continuance of operations (note 1) 
 
Commitments (note 9) 
 
Subsequent events (note 13) 
 
The accompanying notes are an integral part of the consolidated financial statements. 
 
 
On behalf of the Board, 
 
 
 
(s)  James A. Crombie  (s)  Anthony Walsh    
James A. Crombie, Director  Anthony Walsh, Director 
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Queensland Minerals Ltd. 
(an exploration stage Company) 
Consolidated Operations and Comprehensive Loss (unaudited) 
 

 
 

 2 nd quarter  2 nd quarter Six-months  Six-months 

 ended ended ended ended 

 June 30, 2008 June 30, 2007 June 30, 2008 June 30, 2007 

 $ $ $ $ 

Expenses     

Administration 316,589 153,005 539,912 264,744 

Depreciation 36,818 3,280 63,599 3,280 

Stock-based compensation cost 31,228 195,618 136,171 791,668 

 384,635 351,903 739,682 1,059,692 

     

Other items     

Interest income (1,979) (110,823) (4,948) (145,792) 

Interest expense 39,179 - 68,471 - 

Loss on foreign exchange 310,626 5,037 334,333 5,456 

Net loss and comprehensive loss (732,461) (246,117) (1,137,538) (919,356) 

     

Basic and diluted loss  per common share (0.02) (0.01) (0.03) (0.03) 

     
Basic and diluted weighted average number of common shares 
 outstanding 42,571,430 40,809,638 42,872,609 33,644,541 

     

     

 
The accompanying notes are an integral part of the consolidated financial statements. 
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Queensland Minerals Ltd. 
(an exploration stage Company) 
Consolidated Deficit and Contributed Surplus (unaudited) 
 

 
 

 2 nd quarter 2 nd quarter Six-months Six-months 

 ended ended ended ended 

 June 30, 2008 June 30, 2007 June 30, 2008 June 30, 2007 

 $ $ $ $ 

     

DEFICIT     

Balance, beginning of period (8,725,895) (4,877,063) (8,320,818) (2,403,596) 

Common share issue expenses - - - (1,800,228) 

Net loss (732,461) (246,117) (1,137,538) (919,356) 

Balance, end of period (9,458,356) (5,123,180) (9,458,356) (5,123,180) 

     

     

     

CONTRIBUTED SURPLUS     

Balance, beginning of period 4,508,974 3,912,193 4,505,332 242,579 

Stock-based compensation cost 31,228 195,618 136,171 791,668 

Share purchase warrants (note 7) - - - 2,611,890 

Broker warrants (note 7) - - - 501,393 

Exercise of warrants (5,013) (4,493) (106,314) (44,212) 

Balance, end of period 4,535,189 4,103,318 4,535,189 4,103,318 

     

     

 
The accompanying notes are an integral part of the consolidated financial statements. 
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Queensland Minerals Ltd. 
(an exploration stage Company) 
Consolidated Cash Flows (unaudited) 
 

 

 2 nd quarter 2 nd quarter Six-months Six-months 

 ended ended ended ended 

 June 30, 2008 June 30, 2007 June 30, 2008 June 30, 2007 

 $ $ $ $ 

OPERATING ACTIVITIES     
Net loss (732,461) (246,117) (1,137,538) (919,356) 
Non-cash items     

Depreciation 36,818 3,280 63,599 3,280 
Stock-based compensation cost 31,228 195,618 136,171 791,668 
Loss on foreign exchange 310,626 (419) 334,333 - 

Changes in non-cash working capital items 34,005 (37,124) 93,221 (136,547) 

Cash flows from operating activities (319,784) (84,762) (510,214) (260,955) 

     
INVESTING ACTIVITIES     
Capital assets 21,689 (95,592) (78,704) (95,592) 
Expenditures on mineral properties (2,150,012) (295,646) (3,729,476) (364,498) 

Cash flows from investing activities (2,128,323) (391,238) (3,808,180) (460,090) 

     
FINANCING ACTIVITIES     
Bank loan 2,351,160 - 3,612,446 - 
Common shares and warrants - - - 12,003,500 
Common share issue expenses - (44,652) - (1,607,476) 
Exercise of warrants 8,400 18,750 375,652 184,500 

Cash flows from financing activities 2,359,560 (25,902) 3,988,098 10,580,524 

     
Net increase (decrease) in cash (88,547) (501,902) (330,296) 9,859,479 
Cash, beginning of period 150,220 10,470,688 391,969 109,307 

Cash, end of period 61,673 9,968,786 61,673 9,968,786 

     
Interest  paid 39,179 - 68,471 - 
     
Changes in other non-cash items     
Working capital items relating to exploration projects 21,622 84,603 (100,530) 89,433 
Accounts payable related to share issue expenses - (44,652) - (308,641) 
Issuance of shares on extension of a Mining Lease option 4,800 3,600 4,800 3,600 
Issuance of broker warrants - - - 501,393 
Exercise of warrants 5,013 4,493 106,314 44,212 
     
     

The accompanying notes are an integral part of the consolidated financial statements. 
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Queensland Minerals Ltd. 
(an exploration stage Company) 
Consolidated Deferred Exploration Expenses (unaudited) 
 

 
 

 2 nd quarter 2 nd quarter Six-months Six-months 

 ended ended ended ended 

 June 30, 2008 June 30, 2007 June 30, 2008 June 30, 2007 

 $ $ $ $ 

     

Balance, beginning of period 5,738,751 711,887 4,305,146 634,443 

     

Administration 120,834 83,871 147,297 118,345 

Drilling and assaying 864,266 10,454 1,527,321 15,305 

EPM renewal, rent and option payments 29,056 11,620 61,422 19,731 

Field supplies, vehicle and base operating costs 283,855 131,694 659,449 137,726 

Geology 109,065 53,178 152,631 67,002 

Salaries 458,731 57,224 751,292 67,376 

 1,865,807 348,041 3,299,412 425,485 

Balance, end of period 7,604,558 1,059,928 7,604,558 1,059,928 

     

     

 

The accompanying notes are an integral part of the consolidated financial statements. 
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Queensland Minerals Ltd. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

1. GOVERNING STATUTES, NATURE AND CONTINUANCE OF OPERATIONS 

The Company was incorporated under the laws of British Columbia on February 15, 1996 under the name G.L. March & 
Associates Ltd.  On January 30, 2004, the Company changed its name to Queensland Minerals Ltd. and continued under the 
Business Corporations Act of the Yukon Territory. On April 14, 2004, the Company continued under the Business Corporations 
Act of British Columbia. On March 1, 2007, the Company completed its initial public offering (the “IPO”) and listed its shares on 
the TSX-Venture exchange. The Company’s principal business activity is the acquisition and exploration of mineral properties in 
Australia. To date, the Company has not generated any revenue from operations. 

The Company, through its Australian wholly-owned subsidiaries Queensland Minerals (Australia) Pty Ltd. ("QMA") and Asmam 
Pty Ltd. ("Asmam"), is holder of a 100% interest in three (3) mineral properties known as Sybil Graben, Lynd River and 
Mungana.  These mineral properties are located in the State of Queensland, Australia. 

The Company 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 amounts shown for mineral properties and related 
deferred exploration expenses is dependent upon the existence of economically recoverable reserves on these properties, the 
ability of the Company to obtain necessary financing to complete the development of those reserves and upon future profitable 
production from these reserves or sufficient proceeds from their disposal thereof. The Company will periodically have to raise 
additional funds to continue operations, and while it has been successful in doing so in the past, there can be no assurance it will 
be able to do so in the future. 

These consolidated financial statements have been prepared with the assumption that the Company will be able to realize its 
assets and discharge its liabilities in the normal course of business. Continued operations of the Company are dependent on the 
Company's ability to continue to receive financial support, complete equity financings, or generate profitable operations in the 
future. 

All financial results in these financial statements are expressed in Canadian dollars unless otherwise indicated. 
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Queensland Minerals Ltd. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

2. BASIS OF PRESENTATION AND CHANGE IN ACCOUNTING POLICIES 

The accompanying unaudited consolidated financial statements are prepared in accordance with Canadian generally accepted 
accounting principles ("GAAP"). They are consistent with the policies and practices used in the preparation of the Company's 
audited annual consolidated financial statements, except for the adoption of new standards described in the following 
paragraphs. These interim unaudited consolidated financial statements should be read in conjunction with the Company's 
audited consolidated financial statements for the years ended December 31, 2007 and 2006. 

The preparation of consolidated financial statements in accordance with Canadian GAAP requires management to make 
estimates and assumptions that affect the amounts recorded in the financial statements and notes to financial statements. These 
estimates and assumptions are based on management's best knowledge of current events and actions that the Company may 
undertake in the future. Actual results may differ from those estimates. Significant areas where management judgment is applied 
are carrying value of mineral properties and deferred exploration expenses, asset retirement obligation and stock-based 
compensation.  

The accompanying unaudited interim consolidated financial statements of the Company have been prepared by and are the 
responsibility of the Company’s management. The Company’s independent auditors have not performed a review of these 
financial statements in accordance with standards established by the Canadian Institute of Chartered Accountants. 

Effective January 1, 2008, the Company adopted the new recommendations of the Canadian Institute of Chartered Accountants 
(CICA) under CICA Handbook Section 1535, Capital Disclosures, Section 3862, Financial Instruments - Disclosures, and 
Section 3863, Financial Instruments - Presentation. These new Handbook sections apply to fiscal years beginning on or after 
October 1, 2007. 

Under Section 1535, companies are required to disclose information that enables users of its financial statements to evaluate 
the entity’s objectives, policies and processes for managing capital. The objective of Section 3862 is to provide financial 
statement disclosure to enable users to evaluate the significance of financial instruments to the Company’s financial position and 
performance and the nature and extent of risks arising from financial instruments that the Company is exposed to during the 
reporting period and the balance sheet date and how the Company is managing those risks. The purpose of Section 3863 is to 
enhance the financial statement user’s understanding of the significance of financial instruments to the Company’s financial 
position, performance and cash flows. The impact of the adoption of these accounting standards is described in note 8 to these 
consolidated financial statements. 
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Queensland Minerals Ltd. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

3. ASSET-BACKED COMMERCIAL PAPER 

At June 30, 2008, the Company held $8,918,117 of non-bank sponsored ABCP (before accounting for an impairment charge), of 
which $4,980,520 is invested in Apsley Trust Series A, $2,988,480 with Silverstone Trust Series A and $949,117 with Ironstone 
Trust Series A.   

In mid-August 2007, the Canadian third-party ABCP market was hit by a liquidity disruption. Since that time, no transactions 
within an active market have been entered into involving the ABCP securities held by the Company. On August 16, 2007, a 
group representing banks, asset providers and major investors agreed, pursuant to the Montreal Accord, to a standstill period in 
respect of ABCP sold by 23 conduit issuers. A Pan-Canadian Investors Committee (the “Committee”) was subsequently 
established to oversee the proposed restructuring process.  

On March 20, 2008, the Committee released its proposed restructuring plan through an Information Statement in respect of a 
Plan of Compromise and Arrangement (the “Plan”), pursuant to the Companies Creditors Arrangement Act (“CCAA”). A meeting 
of the noteholders to vote on the Plan was held on April 25, 2008 and noteholders approved the Plan. Justice Campbell, 
presiding the restructuring under the CCAA, approved the Plan on June 5, 2008. Following various appeals to Justice 
Campbell’s decision, the appeals court of Ontario confirmed on August 18, 2008, that the Plan was fair and reasonable in all 
circumstances. Absent any further appeals, the Committee now anticipates that the Plan will be in effect by the end of 
September 2008. 

As part of the Plan, noteholders of all ABCP would receive floating rate notes (“FRN’) with maturities based upon the maturity of 
the underlying assets. The existing ABCP would be distinguished based upon the specific type of assets which support the 
ABCP with distinct solutions for i) ABCP supported solely by traditional securitized assets ii) ABCP supported solely by synthetic 
assets and iii) ABCP supported primarily by U.S. sub-prime assets. Most investors that hold ABCP supported by synthetic 
assets would receive a senior and a subordinated note in exchange for their existing ABCP, with senior notes expected to be AA 
rated and subordinated notes not expected to be rated. Those ABCP supported primarily by U.S. sub-prime assets would be 
restructured on a series-by-series basis, with each series maintaining its separate exposure to its own underlying assets. These 
notes would amortize and be repaid in part, from time to time, as assets mature or value can be realized through asset sales. A 
margin facility of approximately $14 billion would be established to enhance the stability of the ABCP supported by synthetic 
assets. The proposal also includes a restructuring of substantially all triggers with the objective that they become more remote 
and transparent spread loss triggers.  
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Queensland Minerals Ltd. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

3. ASSET-BACKED COMMERCIAL PAPER (continued) 

The Company has 72% of its ABCP supported by synthetic assets and 28% supported by U.S. sub-prime assets. At June 30, 
2008, the Company established the fair value of the ABCP it holds by estimating discounted future cash flows considering the 
best available market data. The Company used a weighted-average loss factor of 45% on investments exposed to U.S. sub-
prime mortgages, a combined 19% loss factor on other investments and assumed that margin facility and restructuring costs 
would offset accrued interest to June 30, 2008. This estimation of fair value results in a total impairment charge of $2,425,000 
related to ABCP held, which had been recorded in 2007.  

There are currently no market quotations available for the non-bank sponsored ABCP and there is no certainty regarding the 
outcome of the Plan. Therefore, there is a significant amount of uncertainty in estimating the amount and timing of cash flows 
associated with the ABCP. Since the fair value of the ABCP held are determined based on the Company’s assessment of 
market conditions as at June 30, 2008, the fair value reported may change materially in subsequent periods. In addition, the fair 
value estimates are dependent upon the likelihood, nature and timing of the proposed restructuring. 

4. CAPITAL ASSETS 

   June 30, December 31, 
  Accumulated 2008 2007 
 Cost depreciation Net Net 
 $ $ $ $ 
     
Vehicles 99,541 (33,813) 65,728 98,288 
Computer equipment 188,488 (59,518) 128,970 81,305 
 288,029 (93,331) 194,698 179,593 

5. EXPLORATION PROJECTS 

Title to mineral properties involves certain inherent risks due to the difficulties of determining the validity of certain claims as well 
as the potential for problems arising from the frequently ambiguous conveyance history characteristic of many mineral 
properties. Although the Company has taken steps to verify title to mineral claims in which it has an interest in accordance with 
industry standards for the current stage of exploration of such properties, these procedures do not guarantee the Company’s 
title. Property title may be subject to unregistered prior agreements and non-compliance with regulatory requirements. 

Pursuant to asset purchase agreements effective September 21, 2005 and September 15, 2003, respectively, QMA and Asmam 
are holders of a 100% interest in certain Exploration Permits for Minerals ("EPM") and the rights to certain EPM applications 
comprising the Sybil Graben, Lynd River and Mungana gold exploration projects. 
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Queensland Minerals Ltd. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

5. EXPLORATION PROJECTS (continued) 

Applications for the transfer of title to certain of the EPM's from the vendor to QMA have been filed with the State of Queensland 
and remains subject to regulatory approval.  Pursuant to the terms of the asset purchase agreements, the vendor will also file an 
application to transfer the EPM's currently in the application process to QMA upon granting of these EPM's, if applicable, to the 
vendor by the state government. One (1) of the EPM’s for which an application has been made to transfer title from the vendor to 
QMA expired in September 2007. Application for renewal of this EPM has been filed with the Queensland Department of Mines. 

The Company, through its subsidiaries, has also entered into option agreements to acquire certain mining rights. These 
agreements are more fully described in note 9. 

Bank guarantees, totaling $28,000, have been provided over some of the exploration rights of the Sybil Graben, Lynd River and 
Mungana projects. These guarantees are held by the vendor and have not yet been transferred to the Company. The 
guarantees have been provided to the State of Queensland as security for, primarily, compliance with the conditions of the 
EPMs and state laws regarding mineral properties and environmental protection. 

Renewals of the Company's EPM's will be subject to the Company paying annual rent and meeting designated annual 
expenditure requirements, determined by the state government. The EPM's are subject to a royalty, payable to the State of 
Queensland, amounting to 2.77% of revenue from gold and silver production. 

The Company has assumed an obligation to pay an amount of A $2,000,000 to an arm's length party in the event that 100,000 
ounces of gold is produced from the area covered by certain tenements on the Sybil Graben and Mungana projects. 

The breakdown of accumulated costs by project is as follows: 

 

   

 June 30, December 31, 

 2008 2007 

 $ $ 

   

Sybil Graben 2,248,826 1,983,036 
Lynd River 4,743,290 2,221,711 
Mungana 612,442 100,399 

   
 7,604,558 4,305,146 



  12 

Queensland Minerals Ltd. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

6. BANK LOAN 

On August 30, 2007 (with various subsequent amendments), the Company entered into a temporary credit facility of $6.0 million, 
secured by the Company’s investments in ABCP, to fund working capital requirements. As at June 30, 2008, an amount of 
$5,926,176 has been drawn on the facility, which bears interest at prime less 1.50% and matures on August 31, 2008 (see note 
13 – subsequent events). The Company is required to reduce the amount of the outstanding credit facility with any proceeds 
received from the sale of the ABCP.     

7. CAPITAL STOCK 

Issued and fully paid 

 2nd quarter ended Six-months ended 

 June 30, 2008 June 30, 2008 

 Number  Number  

 of Shares Amount of Shares Amount 

  $  $ 

Authorized     

 Unlimited number of common shares without par value     

     

Common shares issued     

 Balance, beginning of period 42,861,268 12,816,229 41,622,768 12,347,676 

 Extension of Mining Lease Option (note 9) 8,000 4,800 8,000 4,800 

 Exercise of warrants 14,000 13,413 1,252,500 481,966 

     

Balance, end of period 42,883,268 12,834,442 42,883,268 12,834,442 

Warrants 

 
 2nd Quarter ended Six-months ended 

 June 30, 2008 June 30, 2008 

Number of warrants   
   
Balance, beginning of period 11,750,000 13,453,500 
Exercised (14,000) (1,252,500) 
Expired - (465,000) 

Balance, end of period 11,736,000 11,736,000 
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Queensland Minerals LTD. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

7. CAPITAL STOCK (continued) 

Warrants (continued) 

At June 30, 2008, the outstanding number of warrants exercisable into common shares is as follows: 
 

 Number of   Number of   

 warrants   warrants Price  

 Dec 31, 2007 Exercised Expired June 30, 2008 per share Expiry date 

     $  

Broker warrants – 2003 private placement 21,500 (21,500) - - - - 

2005 private placements 1,547,500 (1,082,500) (465,000) - - - 

Broker warrants – 2005 private placements 134,500 (134,500) - - - - 

IPO - March 2007 10,350,000 - - 10,350,000 0.80 2008-09-01 

Broker warrants - March 2007 IPO 1,400,000 (14,000) - 1,386,000 0.60 2008-09-01 

 13,453,500 (1,252,500) (465,000) 11,736,000   

A total of 1,238,500 common share purchase warrants with an expiry date of March 1, 2008 were exercised during the six-month 
period ended June 30, 2008 for proceeds of $367,252.  The remaining 465,000 warrants expired unexercised on March 1, 2008. 
A total of 14,000 broker warrants with an expiry date of September 1, 2008 were exercised during the six-month period ended 
June 30, 2008 for proceeds of $8,400.  

Stock options  

The following table sets out the activity in stock options: 
 

 2nd Quarter ended Six-months ended 
 June 30, June 30, 
 2008 2008 

Number of Options   
   
Balance, beginning of period 3,382,500 3,283,333 
Granted - 150,000 
Cancelled - (50,833) 
Balance, end of period 3,382,500 3,382,500 
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Queensland Minerals LTD. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

7. CAPITAL STOCK (continued) 

Stock options (continued) 

Stock option transactions are summarized as follows: 
 

  Balance,    Balance, Number of Residual 

 Exercise Dec 31,    June 30, options exercise 

Grant date price 2007 Granted Exercised Cancelled 2008 exercisable period 

 $        

Mar 1, 2007 0.60 1,755,000 - - - 1,755,000 1,755,000 3.7 years 

Mar 26, 2007 0.60 10,000 - - - 10,000 10,000 3.8 years 

June 14, 2007 0.60 283,333 - - (33,333) 250,000 250,000 4.0 years 

Dec 17, 2007 0.60 1,235,000 - - (17,500) 1,217,500 915,783 4.5 years 

March 17, 2008 0.43 - 150,000 - - 150,000 50,000 4.7 years 
  3,283,333 150,000 - (50,833) 3,382,500 2,980,783  

Detail of the stock options granted are as follows:  
 
 2nd quarter ended  Six-months ended 

 June 30,  June 30, 

 2008 2007  2008 2007 

      

Number of options granted - 350,000  150,000 2,115,000 

Weighted-average fair value of options granted - $0.31  $0.31 $0.49 

Expected life of options - 5 years  5 years 5 years 

Semi-annual risk free interest rate - 4.1%  2.9% 4.0% 

Volatility rate - 97%  91% 127% 

Dividend factor - -  - - 

Vesting period - 2 years  2 years 2 years 

      

Diluted earnings per share 

Excluded from the calculation of the diluted earnings per share are 11,736,000 warrants and 3,382,500 stock options for the  
2nd quarter and six-month periods ended June 30, 2008 (14,245,625 warrants and 2,115,000 stock options for the 2nd quarter 
and six-month periods ended June 30, 2007), because to include them would have been anti-dilutive.  
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Queensland Minerals LTD. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

8. RISK MANAGEMENT, FINANCIAL INSTRUMENTS AND CAPITAL MANAGEMENT 

The Company’s risk management is coordinated by the officers of the Company, in close co-operation with the members of the 
board of directors.  

The Company's financial instruments at June 30, 2008 consist of cash, receivables, ABCP, bank loan and accounts payable and 
accrued liabilities. Other than ABCP, the fair value of these financial instruments approximates their carrying value. Other than 
ABCP, management believes that the Company is not exposed to significant interest or credit risks arising from these financial 
instruments. The Company’s exposure to interest and credit risks arising from its ABCP is fully described in note 3 to these 
consolidated financial statements.  

The Company has exposure to financial risk arising from fluctuations in foreign exchange rates and the degree of volatility of 
these rates, as all of the Company’s capital assets and deferred exploration expenses are incurred either in Australian, U.S. or 
New Zealand dollars.  The Company does not use derivative instruments to reduce its exposure to foreign currency risk.  

The Company manages its liquidity needs by carefully monitoring cash outflows due in day-to-day business. Liquidity needs are 
monitored in various time bands, including 30-day projection, 180-day and 360-day lookout periods. The Company’s working 
capital deficit (excluding the bank loan secured by the ABCP held by the Company) totals $454,922 at June 30, 2008. The 
Company’s continued ability to fund its exploration programs and to meet its corporate and administrative obligations is 
dependent on its ability to raise additional capital (see note 13 – subsequent events). In the event that the Company is not 
successful in raising sufficient funds, it will need to substantially reduce its level of activities.  

The Company’s capital management objectives are to ensure its ability to continue as a going concern and to provide an 
adequate return to its shareholders. As long as the Company is in the exploration and development stages of its mining 
properties, it is not the intention of the Company to contract debt obligations to finance its work programs (except in exceptional 
circumstances, as has occurred in the case of contracting a credit facility secured by the Company’s ABCP).   

9. COMMITMENTS 

On December 12, 2007, QMA entered into a Heads of Agreement with Echo Resources Limited (“Echo”), an Australian-listed 
public company, in relation to Echo’s Reedy Creek Project located 13km northwest of the Company’s Anastasia Prospect on the 
Lynd River Project. Under the terms of the agreement, QMA may earn a 70% interest in the Reedy Creek Project by spending 
A$1,000,000 within 30 months, including A$450,000 for a 50% interest during the initial 18 months. If QMA earns a 70% interest, 
Echo and QMA will enter into a joint venture on a QMA 70% - Echo 30% basis.  QMA may, subject to Echo’s prior consent, elect 
to earn an additional 10% interest in the joint venture by completing a bankable feasibility study within 4 years. Echo will be free 
carried to the completion of the bankable feasibility study. On completion of the bankable feasibility study, Echo will have a 20% 
interest. Echo can participate in the joint venture with its 20% interest, or dilute to a 2% Net Smelter Royalty. QMA must 
complete a predefined number of exploration drill holes in the Project area. QMA will be the manager of the exploration program 
during the earn-in phase, and thereafter as long as QMA’s interest is greater than 50%. The Reedy Creek Project consists of two 
exploration permits and one application covering a total area of 230 km2.  
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Queensland Minerals LTD. 
(an exploration stage Company) 
Notes to consolidated financial Statements 
 
June 30, 2008 (unaudited) 
 

 

9. COMMITMENTS (continued) 

On July 6, 2005, the Company entered into a 5-year option agreement with an individual permit holder to purchase a Mining 
Lease located in close proximity to the Mungana exploration property. The option can be exercised at any time during the 5-year 
period by paying an amount of A$150,000 in cash and issuing 150,000 common shares of the Company. Until the option is 
exercised, the Company is required to make additional annual escalating payments (starting at $4,000 up to $10,000) and to 
issue additional common shares (starting at 4,000 common shares up to 10,000 common shares). The Company can also 
terminate the option agreement at any time during the exercise period. In June 2008, 2007 and 2006, the Company extended its 
option for one year by paying an amount of $8,000, $6,000 and $4,000 and by issuing 8,000, 6,000 and 4,000 common shares, 
respectively. 

10. RELATED PARTY TRANSACTIONS 

The Company entered into the following transactions with related parties: 

a) Paid or accrued consulting fees of $42,885 during the quarter ended June 30, 2008 and $83,786 during the six-month period 
ended June 30, 2008 ($57,712 during the quarter ended June 30, 2007 and $79,300 during the six-month period ended June 30, 
2007) to a company controlled by an officer and director of the Company. 

b) Paid or accrued legal fees of nil during the quarter and the six-month periods ended June 30, 2008 (nil during the quarter 
ended June 30, 2007 and $100,917 during the six-month period ended June 30, 2007) to a law firm of which a director of the 
Company is a partner. 

c) Paid or accrued professional and administration fees of $124,107 during the quarter ended June 30, 2008 and $247,556 
during the six-month period ended June 30, 2008 ($69,506 during the quarter ended June 30, 2007 and $117,364 during the six-
month period ended June 30, 2007) to a Company under common management. 

Due to related parties consists of balances owing of $133,404 at June 30, 2008 and $36,105 at December 31, 2007 to a 
Company under common management. These balances are unsecured, non-interest bearing with no specific terms of 
repayment and accordingly, their fair value cannot be determined. 

These transactions were in the normal course of operations and were measured at the exchange value which represented the 
amount of consideration established and agreed to by the related parties. 

11. SEGMENTED INFORMATION 

The Company operates in Australia in one business segment being the acquisition and exploration of mineral properties. All 
deferred exploration expenses have been incurred in Australia. 

12.  COMPARATIVE FIGURES 

Certain comparative figures provided for the period ended June 30, 2007 have been reclassified to conform to the presentation 
adopted for the period ended June 30, 2008.  
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13. SUBSEQUENT EVENTS 

a) Temporary credit facility 

On August 25, 2008, the lender of the temporary credit facility agreed to extend  the maturity date of the loan to December 31, 
2008. All other terms and conditions of the credit facility remain unchanged. 

b) Private placement 

On August 28, 2008, the Company announced that it plans to complete a non-brokered private placement of up to 12,000,000 
Units at $0.20 per Unit for gross proceeds of up to $2,400,000. Each Unit issued will be  comprised of one common share in the 
capital of the Company and one half of one common share purchase warrant, with each full warrant entitling the holder to 
purchase one common share of the Company at a price of $0.40 per share. The warrants will be exercisable for a period of 18 
months following the closing date of the private placement, expected to be on or about September 5, 2008.  
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QUEENSLAND MINERALS LTD. 
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL 

CONDITION AND RESULTS OF OPERATIONS 
FOR THE 2ND QUARTER ENDED JUNE 30, 2008 

 
The following management’s discussion and analysis (“MD&A”) of the operations, results, and financial position 
of Queensland Minerals Ltd. (the “Company” or “QML”), dated August 28, 2008, covers the 2nd quarter ended 
June 30, 2008 and should be read in conjunction with the unaudited consolidated financial statements and 
related notes for the three-month period ended June 30, 2008 (the “June 30, 2008 consolidated financial 
statements”). Readers should also refer to the Company’s MD&A for the year ended December 31, 2007 and 
the audited consolidated financial statements for the years ended December 31, 2007 and 2006. 
 
The June 30, 2008 consolidated financial statements have been prepared in accordance with generally 
accepted accounting principles in Canada (“Canadian GAAP”) following the same accounting policies and 
methods of computations as the consolidated financial statements for the years ended December 31, 2007 and 
2006, except for the adoption of new disclosure standards on Capital and Financial Instruments, as more fully 
described in the section entitled Changes in Accounting Policies.  
 
All financial results are expressed in Canadian dollars unless otherwise indicated. 
 
BUSINESS OVERVIEW 
 
The Company is engaged in the business of mineral exploration in Queensland, Australia through its wholly-
owned subsidiaries, Queensland Minerals (Australia) Pty Ltd. (“QMA”) and Asmam Pty Ltd. (“Asmam”). Its 
objective is to discover and develop mineral properties of merit. The Company is in the process of exploring its 
mineral projects and has not yet determined whether these properties contain mineral resources or mineral 
reserves. To this date, the Company has not generated any revenues from operations. 
 
Exploration Activities 
 
The Company incurred total exploration costs of $1,865,807 during the 2nd quarter ended June 30, 2008, 
compared to $348,041 during the corresponding period in 2007, when the Company had just completed its initial 
public offering (“IPO”). Of the total exploration expenditures incurred during the current quarter, $1,264,903 was 
spent at Anastasia on the Lynd River Project, $137,671 on the Sybil Graben Project and $463,233 on the 
Mungana Project. Of the total amount spent, $864,266 was for drilling and assaying, $458,731 for salaries and 
$283,855 for field supplies, vehicle and base operating costs.  
 
Mungana - Dingo Peak Prospect 
 
This recently recognized Cu-Au porphyry prospect is located within the Company’s 100% owned Mungana 
project approximately 35 km south of the old Red Dome mine and Kagara Ltd’s new Mungana porphyry deposit. 
The Dingo Peak geological setting contains a number of significant prospect targets including a large (1200m by 
1,000m) porphyry-related system in the south exhibiting a halo of elevated gold and copper geochemistry within 
marginal sheeted quartz veins and milled breccias surrounding an altered rhyolite porphyry intrusive core.  
 
The porphyry system lies in the southern part of a 2.5 km long by 1.5 km wide geochemical and geophysical 
anomalous zone that includes several other large poorly tested sub-volcanic targets comprised of variably 
altered and mineralized breccias and vein systems in metamorphics intruded by quartz porphyry dykes. 
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Late in 2007, two diamond drill holes for 266 meters were completed over the two main targets at the Dingo 
Peak porphyry in the south and Quartz Needle to the north. In a press release dated April 14, 2008, the 
Company announced results at the Dingo Peak prospect with better grade and thickness parameters than from 
previous shallow drilling. The key intersection, obtained from DHDD05, occurs within an extensive mapped zone 
of strongly hydrothermally altered and brecciated basement metamorphics. These lie peripheral to the central 
high-level quartz porphyry core of this well developed mineralized system in readily accessible hilly terrain.  
 
The latest round of core drilling comprising three holes DHDD06-08 for 835 meters completed in May 2008 was 
focused around DHDD05 to test a series of mineralized breccias exposed on the northern flank of Dingo Peak. 
All holes intersected significant copper mineralization, but to date results have only been received for DHDD07 
that was sited 35 meters north and beneath DHDD05 in order to test depth extensions of the known 
mineralization and similar untested breccias to the south. 
 
Drillhole DHDD07 provided stronger grade/thickness parameters than the previous shallower drilling, indicating 
the mineralization is improving with depth. Recent interpretation by consultant Dr. Gregory Corbett (FAIG 
RPGeo) suggests the prospect displays many of the features indicative of an above porphyry environment, and 
speculates the mineralized breccias intersected in recent drilling to be vector features towards an attractive 
larger source Cu-Au porphyry target at depth. 
 
The extent and controls to the porphyry type veining and sulphide breccias at Dingo Peak is of prime importance 
in understanding the potential size of the deposit near surface and at depth. The Company plans to achieve this 
by ongoing detailed mapping, infill geochemistry and IP geophysics up to September, and then reverse 
circulation/core drilling focused to test the obvious near surface zones and their extensions at depth. Limited 
drilling has been done on this major system. The objective of the planned systematic surveys and follow-up 
drilling is to define at least one if not several substantial resource targets. 
 
In order to initially assess the sulphide potential below 150 meters depth, the Company plans to conduct a deep 
penetrating IP survey the coverage of which is subject to the results of a current review of the previous gradient 
array IP work by an experienced consultant.  
 
The Company expects that in addition to the 2.5 km by 1.5 km long existing grid coverage the survey will extend 
1 km further east to incorporate a new prospective porphyry target in the 15 Mile Creek area. Ongoing infill Niton 
soil surveys have defined enhanced copper zones in the southern prospect area and Niton geochemistry will be 
used elsewhere to define base metal anomalous zones where there is no current geochemical coverage. 
 
Lynd Anastasia 
 
At Anastasia, a detailed diamond drilling program involving 23 drill holes totaling 5,596 meters was completed 
between January and April 2008 over the wet season. Detailed results of the first 18 holes were reported in 
April. From March-June 2008, the Company completed the remaining scheduled five drill holes and final results 
have been received for all holes in this program. Results for these holes were reported in a press release dated 
July 15, 2008. 
 
Recent drilling has been focused on identifying contiguous zones of sulphide mineralization by drilling along 
sections 50 meters apart and testing the zones to 200 meters depth. Results confirm that below the oxide zone, 
mineralization extends to depth in one to three linear NNW trending (1-10 meters thick), steeply dipping 
polymetallic silica-sulphide zones, mostly in psammitic breccia or amphibolite. 
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The promising ALD027 zone was tested at depth by ALD033 and along strike by ALD034, however its 
extensions proved to be limited by the rhyolite dome to the south and by underlying granite that contains only 
minor porphyry style veining. Both proximal and distal to the feeder structure is a series of low-sulphidation Pb-
Zn or Cu porphyry type quartz vein intersections that overprint the hotter epithermal mineralization. This 
mineralization may be more extensive at depth or in the nearby granite and remains to be fully evaluated. To the 
west of the prospect an isolated IP anomaly within lower Scardons ignimbrites was tested by three holes. All 
holes intersected altered basement metamorphic breccias below 100 metres of volcanic cover, but only one 
hole located significant sulphides. This suggests the Anastasia system may be more extensive under the 
volcanic cover to the west. 
 
Reedy Creek  
 
In December 2007, the Company announced that QMA had entered into a Heads of Agreement with Echo 
Resources Limited (“Echo”), an Australian-listed company, in relation to Echo’s Reedy Creek Project in North 
Queensland, which surrounds the Anastasia prospect area and covers 230km2 in the prospective northern 
Scardons Igneous Complex and adjacent metamorphics. Work to date includes GIS data compilation, geological 
reconnaissance and 1,124 meters of core drilling in two prospects known as Sulphide Cap and Firegrass Creek. 
 
a) Sulphide Cap Prospect 
 
This polymetallic prospect comprises a Pb-Zn-As-Ag-Cu mineralized breccia pipe 150 m long and up to 100 m 
wide within silica-sericite altered and polymetallic quartz veined amphibolite grade metamorphics located 13 km 
NW from Anastasia.The prospect is characterized by a strong focussed IP anomaly, a magnetic low and well 
defined base metal geochemistry. Previous explorers have drilled six diamond core holes to outline the prospect 
breccia, but the mineralization was inadequately tested for precious metals both near surface and below 200m 
depth. In addition, high-grade Au and Ag values recorded in overprinting quartz veins proximal to the breccia 
may represent a separate target and the strike extent of this structurally controlled system remains untested. 
 
To date, the Company has completed three core holes SCDH07-09 totalling 808 meters that tested the breccia 
system from surface down to 400-meter depth. Results for these holes were reported in a press release dated 
July 15, 2008. All holes were well mineralized within drusy open-spaced quartz, and zoning is apparent with 
arsenopyrite associated precious metals stronger down to 100-meter depth, and pyrrhotite associated galena 
and sphalerite stronger at deeper levels. Although extensive base metal values were intersected, the precious 
metal values are relatively modest, so ongoing exploration will focus on defining new targets along the 
prospective ENE structural corridor including a precious metal rich higher level breccia or vein system. A Niton 
soil survey is in progress to outline any significant targets for detailed evaluation. 
 
b) Firegrass Creek Prospect 
 
Located 6 km northwest from Anastasia, this silver bearing high-level volcanic target was tested by 2 diamond 
holes for 316 meters. The holes were sighted to test the continuance of silver mineralization intersected by 
previous shallow RC drilling within an extensive As-Ag soil anomaly in an area of poor outcrop. The Company’s 
objective was to core the silver mineralization to better understand its lithological and structural controls 
including any basement mineralization. Both these holes were stopped short of their target depth due to limited 
water supply, however they intersected pervasive clay-pyrite alteration in rhyolitic ignimbritic volcanics of the 
Lower Scardons Group that contain Niton anomalous Ag-As mineralization. Assay results are awaited to confirm 
if the silver levels are sufficient to warrant further detailed evaluation of this system. 
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Sybil Graben  
 
The Sybil Graben Project is an area to the northwest corner of a 35 km by 15 km structure known as Sybil 
Graben in North Queensland, 100 km west of Townsville, Australia. Core and reverse circulation drilling was 
completed at the Quartz Ridge and Francis Creek targets in 2007. No significant work was performed at Sybil 
Graben during the first half of 2008, that period being the rainy season. Shallow air track drilling may be done at 
Sybil Graben following receipt of results from systematic sampling of epithermal veins that is currently in 
progress.  
 
Qualified Person 
 
The above technical information was reviewed by Mr. Al Marton, Technical Director of the Company, a qualified 
person under the National Instrument 43-101 regulation. 
 
Private placement – August 2008 
 
On August 28, 2008, the Company announced that it plans to complete a non-brokered private placement of up 
to 12,000,000 Units at $0.20 per Unit for gross proceeds of up to $2,400,000. Each Unit issued will be  
comprised of one common share in the capital of the Company and one half of one common share purchase 
warrant, with each full warrant entitling the holder to purchase one common share of the Company at a price of 
$0.40 per share. The warrants will be exercisable for a period of 18 months following the closing date of the 
private placement, expected to be on or about September 5, 2008.  
 
Asset-backed commercial paper (“ABCP”) 
 
At June 30, 2008, the Company held $8.95 million of non-bank sponsored ABCP (before accounting for an 
impairment charge). In mid-August 2007, the Canadian third-party ABCP market was hit by a liquidity disruption. 
Since that time, no transactions within an active market have been entered into involving the ABCP securities 
held by the Company. On August 16, 2007, a group representing banks, asset providers and major investors 
agreed, pursuant to the Montreal Accord, to a standstill period in respect of ABCP sold by 23 conduit issuers. A 
Pan-Canadian Investors Committee (the “Committee”) was subsequently established to oversee the proposed 
restructuring process.  
 
On March 20, 2008, the Committee released its proposed restructuring plan through an Information Statement 
in respect of a Plan of Compromise and Arrangement (the “Plan”), pursuant to the Companies Creditors 
Arrangement Act (“CCAA”). A meeting of the noteholders to vote on the Plan was held on April 25, 2008 and 
noteholders approved the Plan. Justice Campbell, presiding the restructuring under the CCAA, approved the 
Plan on June 5, 2008. Following various appeals to Justice Campbell’s decision, the appeals court of Ontario 
confirmed on August 18, 2008, that the Plan was fair and reasonable in all circumstances. Absent any further 
appeals, the Committee now anticipates that the Plan will be in effect by the end of September 2008. 
 
At June 30, 2008, the Company estimated the fair value of the ABCP it holds and applied a total impairment 
charge of $2,425,000. Additional information on the terms of the Plan and the Company’s estimation of fair 
value are included in note 3 to the June 30, 2008 consolidated financial statements. 



 5 

CONSOLIDATED FINANCIAL INFORMATION 

The following selected financial information should be read in conjunction with the Company’s consolidated 
financial statements and related notes. 
 

    June 30,  December 31, 

    2008  2007 

    $  $ 

Balance Sheet        
Cash      61,700  392,000 
Asset-backed commercial paper      6,493,100  6,493,100 
Deferred exploration expenses     7,604,600  4,305,100 
Bank loan     5,926,200  2,313,700 
Total assets     14,693,800  11,689,600 
Shareholders’ equity     7,911,300  8,532,200 

        

 2nd Quarter  2nd Quarter  Six-months  Six-months 

 ended June 30,  ended June 30, ended June 30,   ended June 30, 

 2008  2007 2008  2007 

 $  $ $  $ 

Operations        

Administration expenses 316,600  153,000  539,900  264,700 
Depreciation 36,800  3,300  63,600  3,300 
Stock-based compensation cost 31,200  195,600  136,200  791,700 
Interest income (2,000)  (110,800)  (4,900)  (145,800) 
Interest expense 39,200  -  68,500  - 
Loss on foreign exchange 310,600  5,000  334,300  5,500 
        
Net loss (732,500)  (246,100)  (1,137,500)  (919,400) 
        

        
Basic and diluted loss per share (0.02)  (0.01)  (0.03)  (0.03) 

        
Cash flows        

Operating activities (319,800)  (84,800)  (510,200)  (261,000) 
Investing activities (2,128,300)  (391,200)  (3,808,200)  (460,100) 
Financing activities 2,359,600  (25,900)  3,988,100  10,580,500 

The Company has not paid any cash dividends on its outstanding common shares to date and does not intend 
to pay dividends in the foreseeable future. The Company plans to retain earnings, if any, for use in the operation 
of its business, to finance growth and expand its operations.  
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Results of Operations 

For the three-month period ended June 30, 2008, the Company incurred a loss of $732,461 ($0.02 per share) 
compared to a loss of $246,117 ($0.01 per share) in 2007. The results for the three-month period ended  
June 30, 2008 includes increase administration costs and unrealized loss on foreign exchange partially offset by 
a lower stock-based compensation cost.  

For the six-month period ended June 30, 2008, the Company incurred a loss of $1,137,538 ($0.03 per share) 
compared to a loss of $919,356 ($0.03 per share) in 2007. The results for the six-month period ended  
June 30, 2008 includes increased administration costs and unrealized loss on foreign exchange partially offset 
by a lower stock-based compensation cost.  

Interest income totalled $1,979 for the three-month period ended June 30, 2008 compared to $110,823 in 2007 
($4,948 compared to $145,792 during the six-month periods ended June 30, 2008 and 2007, respectively) due 
to the Company’s lower cash and cash equivalent average position in 2008 compared to 2007. During the 2nd 
quarter and the six-month periods ended June 30, 2008, the Company did not accrue interest income on its 
ABCP and incurred $39,179 and $68,471, respectively, in interest expense related to the bank loan (secured by 
the Company’s investments in ABCP).  

Administrative expenses are summarized as follows:  

 2nd Quarter ended  Six-months ended 

 June 30, June 30,  

 2008 2007 2008 2007 

 $ $ $ $ 

      

Remuneration 142,546 100,536  260,928 162,267 
Professional fees - 5,806  - 5,806 
Travel 54,771 2,129  103,977 38,701 
Insurance 9,455 7,233  17,558 7,233 
Stock exchange and transfer agent 5,585 11,818  11,975 12,018 
Investor relations 6,561 3,150  16,248 3,475 
Capital tax 65,020 -  65,020 - 
Other 32,651 22,333  64,206 35,244 

 316,589 153,005  539,912 264,744 

 

Stock-based compensation totalled $31,228 during the 2nd quarter ended June 30, 2008 compared to $195,618 
in 2007 ($136,171 during the six-month period ended June 30, 2008 compared to $791,668 in 2007). No stock 
options were granted during the 2nd quarter ended June 30, 2008 (150,000 during the six-month period ended 
June 30, 2008).  

The Company accounted for a loss on foreign exchange of $310,626 during the 2nd quarter ended  
June 30, 2008 ($334,333 during the six-month period ended June 30,2008) compared to a loss of $5,037 in 
2007 ($5,456 during the six-month period ended June 30, 2007). These amounts result from the change in 
value of the Australian dollar relative to the Canadian dollar applied on the conversion of monetary items held in 
Australian currency at the balance sheet dates.  
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Quarterly information 

The table below presents revenues, net loss and net loss per share for the last eight quarters. 

 
      Net loss 

Period ended  Revenues  Net loss  per share 
  $  $  $ 

June 30, 2008  -  (732,461)  (0.02) 
March 31, 2008  -  (405,077)  (0.01) 
December 31, 2007  -  (1,586,645)  (0.03) 
September 30, 2007  -  (1,609,043)  (0.04) 
June 30, 2007  -  (246,117)  (0.01) 
March 31, 2007  -  (673,239)  (0.03) 
December 31, 2006  -  (27,285)  - 
September 30, 2006  -  (53,263)  - 

 
LIQUIDITY AND CAPITAL RESOURCES 

The Company’s working capital deficit at June 30, 2008 totalled $6,381,098 compared to $2,445,666 at 
December 31, 2007. The working capital deficit includes cash of $61,673 and a bank loan of $5,926,176.   

On August 30, 2007 (with various subsequent amendments), the Company entered into a temporary credit 
facility of $6,000,000, secured by the Company’s ABCP, to fund working capital requirements. As at June 30, 
2008, an amount of $5,926,176 has been drawn on the facility, which bears interest at prime less 1.50% and 
matures on August 31, 2008. The Company is required to reduce the amount of the outstanding credit facility 
with any proceeds received from the sale of the ABCP. Subsequent to the end of the quarter, the lender agreed 
to extend the maturity date of the temporary credit facility to December 31, 2008 with all other terms and 
conditions of the credit facility remaining unchanged.  

During the six-month period ended June 30, 2008, the Company issued a total of 1,252,500 common shares 
following the exercise of warrants for total proceeds of $375,652. 

Funding requirements  

The Company has no cash flow generating operations. As a result of the ABCP situation described above, the 
Company has funded, to large extent, its 2008 exploration program through a credit facility. The Company’s 
continued ability to fund its exploration programs in the short and long-term and to meet its corporate and 
administrative obligations is dependent upon its ability to raise additional capital. To that effect, the Company 
announced on August 28, 2008 that it plans to complete a non-brokered private placement of up to $2,400,000, 
which financing is expected to close on or about September 5, 2008. The Company is also evaluating other 
alternatives to pursue without interruption its activities. In the event that the Company is not successful in raising 
sufficient funds, it will need to substantially reduce its activities. A significant portion of the Company’s 
exploration expenditures represent discretionary spending and can be adjusted to reflect the Company’s level of 
capital resources.  

The amount and timing of additional funding may be significantly impacted by, among others, the strength of the 
capital markets and the outcome of the Plan of Compromise and Arrangement regarding the ABCP 
restructuring, should the amount recovered be lower than management’s current best estimate of recovery and 
should funds not be readily available. 

There can be no assurance that the Company will be able to raise sufficient funds as and when these funds are 
required. 
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OFF-BALANCE SHEET ARRANGEMENTS 

As of June 30, 2008, the Company had no off-balance sheet arrangements.  

RELATED PARTY TRANSACTIONS 

The Company entered into the following transactions with related parties: 

1. paid or accrued consulting fees of $42,885 during the quarter ended June 30, 2008 and $83,786 during the 
six-month period ended June 30, 2008 ($57,712 during the quarter ended June 30, 2007 and $79,300 
during the six-month period ended June 30, 2007) to a Company controlled by an officer and director of the 
Company; 

2. paid or accrued legal fees of nil during the quarter and the six-month periods ended June 30, 2008 (nil 
during the quarter ended June 30, 2007 and $100,917 during the six-month period ended June 30, 2007) to 
a law firm of which a director of the Company is a partner; and 

3. paid or accrued professional and administration fees $124,107 during the quarter ended June 30, 2008 and 
$247,556 during the six-month period ended June 30, 2008 ($69,506 during the quarter ended June 30, 
2007 and $117,364 during the six-month period ended June 30, 2007) to Reunion Gold Corporation, a 
company under common management. 

As at June 30, 2008, the Company owed $133,404 to Reunion Gold Corporation ($36,105 as at December 31, 
2007), a company under common management.  

These transactions were in the normal course of operations and were measured at the exchange value which 
represented the amount of consideration established and agreed to by the related parties. 

BOOK VALUE OF MINING PROPERTIES 

At the end of each period, work performed on exploration projects is reviewed to evaluate its potential. Following 
this analysis, a write-down is recorded, if required. The Company has established that no write-down was 
required at June 30, 2008. 

CHANGES IN ACCOUNTING POLICIES 

On January 1, 2008, the Company adopted the new recommendations of the Canadian Institute of Chartered 
Accountants (CICA) under CICA Handbook Section 1535, Capital Disclosures, Section 3862, Financial 
Instruments - Disclosures, and Section 3863, Financial Instruments - Presentation. These new Handbook 
Sections apply to fiscal years beginning on or after October 1, 2007.  

Under Section 1535, companies are required to disclose information that enables users of its financial 
statements to evaluate the entity’s objectives, policies and processes for managing capital. The objective of 
Section 3862 is to provide financial statement disclosure to enable users to evaluate the significance of financial 
instruments to the Company’s financial position and performance and the nature and extent of risks arising from 
financial instruments that the Company is exposed to during the reporting period and the balance sheet date 
and how the Company is managing those risks. The purpose of Section 3863 is to enhance the financial 
statement user’s understanding of the significance of financial instruments to the Company’s financial position, 
performance and cash flows. Other than disclosure requirements, the adoption of these standards has no 
significant effect on the Company’s consolidated financial statements. 

FINANCIAL INSTRUMENTS 

The Company’s financial instruments consist of cash, receivables, ABCP, bank loan, accounts payable and 
accrued liabilities and amounts due to a related party. Other than the ABCP (as previously discussed), 
management does not believe that these financial instruments expose the Company to any significant interest or 
credit risks. The fair market value of these instruments, other than the ABCP, at June 30, 2008 approximates 
their carrying value. The Company is exposed to financial risk arising from fluctuations in foreign exchange rates 
and the degree of volatility of these rates. The Company does not use derivative instruments to reduce its 
exposure to foreign currency risk. 
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OUTSTANDING SHARE DATA 

Common shares and convertible securities outstanding at August 28, 2008 are as follows: 
 
 Expiration  Exercise Securities  
Securities date price outstanding 
    
Common shares n/a n/a 42,883,268
2007 warrants 1-Sep-08 $0.80  10,350,000
2007 Broker warrants 1-Sep-08 $0.60  1,386,000
Stock options 1-Mar-12 $0.60  1,755,000
Stock options 26-Mar-12 $0.60  10,000
Stock options 14-Jun-12 $0.60  250,000
Stock options 17-Dec-12 $0.60 1,217,500
Stock options 17-Mar-13 $0.60 150,000

 
If all warrants and options were exercised, total shares outstanding would be 58,001,768 shares. 

RISKS AND UNCERTAINTIES 

The following discussion reviews a number of significant risks which management believes could impact the 
Company’s business. For a more complete discussion of these and other risk factors, please refer to the “Risk 
Factors” section of the Company’s prospectus dated February 21, 2007 accessible on www.sedar.com. 

Exploration and Development 

Resource exploration and development is a speculative business, characterized by a number of significant risks 
including, among other things, unprofitable efforts resulting not only from the failure to discover mineral deposits 
but also from finding mineral deposits that, though present, are insufficient in quantity and quality to return a 
profit from production. The marketability of minerals acquired or discovered by the Company may be affected by 
numerous factors which are beyond the control of the Company and which cannot be accurately predicted, such 
as market fluctuations, the proximity and capacity of milling facilities, mineral markets and processing 
equipment, and such other factors as government regulations, including regulations relating to royalties, 
allowable production, importing and exporting of minerals, and environmental protection, the combination of 
which factors may result in the Company not receiving an adequate return of investment capital. 

All of the Company’s prospects are in the exploration stages only and are without a known body of commercial 
ore. Development of the subject mineral properties would follow only if favourable exploration results are 
obtained. The business of exploration for minerals and mining involves a high degree of risk.  Few properties 
that are explored are ultimately developed into producing mines. 

There is no assurance that the Company's mineral exploration and development activities will result in any 
discoveries of commercial bodies of ore. The long-term profitability of the Company's operations will in part be 
directly related to the costs and success of its exploration programs, which may be affected by a number of 
factors. 

Substantial expenditures are required to establish reserves through drilling, to develop the mining and 
processing facilities and infrastructure at any site chosen for mining. Although substantial benefits may be 
derived from the discovery of a major mineralized deposit, no assurance can be given that minerals will be 
discovered in sufficient quantities to justify commercial operations or that funds required for development can be 
obtained on a timely basis. 
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Liquidity crisis and Requirement for Additional Financing 

The Company has limited financial resources. The further development and exploration of the Company’s 
projects depends upon the Company’s ability to obtain financing through equity financing, joint ventures, debt 
financing, or other means. There is no assurance that the Company will be successful in obtaining required 
financing as and when needed. Volatile markets for precious and base metals may make it difficult or impossible 
for the Company to obtain equity financing or debt financing on favourable terms or at all. Failure to obtain 
additional financing on a timely basis may cause the Company to postpone its exploration programs, forfeit 
rights in some or all of its projects or reduce or terminate some or all of its operations. 

Title Risks 

The Company, through its Australian subsidiaries, owns or has entered into agreements to acquire the mineral 
rights comprising its projects. Some of those mineral rights, including the permit for the Lynd Anastasia Project, 
have expired and their renewals are subject to the approval of the State of Queensland. In addition, several of 
the Company’s mineral rights are not yet registered in the name of the Company’s subsidiaries. Transfer 
applications have been submitted to the regulatory authorities in the State of Queensland to effect the transfer of 
those mineral rights to QMA, the Company’s subsidiary, but the State of Queensland will not process those 
applications until they have processed the renewal applications. There is no assurance if, or when, such 
renewals and transfer applications will be approved. 

Some other mineral rights are still in the application stage and there is no assurance if, or when, such 
applications will or may be approved by the applicable regulatory authorities or, if approved, that the granted 
mineral rights will include the sub-blocks requested in the applications. Until an application is approved and a 
mineral rights is granted, an application for exploration permit for minerals (“EPMA”) or an application for mineral 
development lease (“MDLA”) does not confer on the holder any exploration rights.  The Company has submitted 
an application for a mineral development licence (“MDL”) over most of the area which currently comprises the 
Sybil Graben Project. If the MDLA is not accepted, the Company may be required to relinquish most of the area 
which comprises the Sybil Graben Project. 

The Company could lose title to, or its interests in, the mineral rights comprising its projects if conditions under 
applicable laws are not met or if sufficient funds are not available to meet expenditure commitments. 

Although the Company has exercised the usual due diligence with respect to determining title to properties in 
which it has a material interest, there is no guarantee that title to its properties will not be challenged or 
impugned. The mineral properties, in which the Company has its interests, may be subject to prior unregistered 
agreements or transfers or native land claims and title may be affected by undetected defects. Surveys have not 
been carried out on any of the mineral properties, therefore, in accordance with the laws of the jurisdiction in 
which such properties are situated, their existence and area could be in doubt. Until competing interests in the 
mineral lands have been determined, the Company can give no assurance as to the validity to those lands or 
the size of such mineral lands. 

Compulsory Work Obligations 

Each of the Company’s mineral rights, and those mineral rights that it has a right to acquire, is subject to 
expenditure and work commitments which must be met in order to keep such tenement in good standing. These 
commitments may be varied on application by the tenement holder but any such variation is at the sole 
discretion of the Minister administering the relevant State mining legislation. If no variation is approved, and 
there is a failure to meet the commitments, this could lead to forfeiture of the tenement. 
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Native Title and Aboriginal Cultural Heritage 

In carrying out exploration and/or mining operations, the Company must observe Native Title legislation (where 
applicable) and Aboriginal Cultural Heritage legislation.  

The Native Title Act 1993 legally recognizes the unique title rights of indigenous Australians over areas where 
those rights have not been lawfully extinguished. These rights, where they exist, may impact on the ability of the 
Company to carry out exploration or obtain production mineral rights. Native title may affect the status, renewal 
and conversion of existing mineral rights and the granting of new mineral rights.  

There may be sites and objects of significance to indigenous Australians located on the land relating to the 
mineral rights that the Company has rights to. State and Commonwealth Aboriginal Cultural Heritage legislation 
aims to preserve and protect these sites and objects from use in a manner inconsistent with Aboriginal tradition. 
Aboriginal cultural heritage may restrict access to the affected land and result in the preclusion of any 
exploration or mining activities in that area. This may result in increased operating costs for the Company in 
executing its proposed exploration plans. Also, cultural heritage surveys of the exploration areas will need to be 
conducted prior to accessing the land and access agreements may need to be negotiated with affected parties. 
Environmental Regulations, Permits and Licenses 

The Company's operations may be subject to environmental regulations promulgated by government agencies 
from time to time. Environmental legislation provides for restrictions and prohibitions on spills, releases or 
emissions of various substances produced in association with certain mining industry operations. Environmental 
legislation is evolving in a manner which means stricter standards, and enforcement, fines and penalties for 
non-compliance are more stringent. The cost of compliance with changes in governmental regulations has a 
potential to reduce the profitability of operations or cause delays in the development of mining projects. 

The current or future operations of the Company, including development activities and commencement of 
production on its properties, require permits from various federal, provincial or territorial and local governmental 
authorities and such operations are and will be governed by laws and regulations governing prospecting, 
development, mining, production, exports, taxes, labour standards, occupational health, waste disposal, toxic 
substances, land use, environmental protection, mine safety and other matters. There can be no assurance, 
however, that all permits which the Company may require for its operations and exploration activities will be 
obtainable on reasonable terms or on a timely basis or such laws and regulations would not have an adverse 
effect on any mining project which the Company might undertake. 

Mineral Exploration and Mining Carry Inherent Risks 

Mining operations are subject to hazards normally encountered in exploration, development and production. 
These include unexpected geological formations, rock falls, flooding, dam wall failure and other incidents or 
conditions which could result in damage to plant or equipment or the environment and which could impact 
production throughput. Although it is intended to take adequate precautions to minimize risk, there is a 
possibility of a material adverse impact on the Company’s operations and its financial results. 

Volatility of Metal Prices 

The mining industry is intensely competitive and there is no assurance that, even if commercial quantities of a 
mineral resource are discovered, a profitable market will exist for the sale of the same. There can be no 
assurance that metal prices will be such that the Company’s properties can be mined at a profit.  Factors 
beyond the control of the Company may affect the marketability of any minerals discovered. Metal prices are 
subject to volatile price changes from a variety of factors including international economic and political trends, 
expectations of inflation, global and regional demand, currency exchange fluctuations, interest rates and global 
or regional consumption patterns, speculative activities and increased production due to improved mining and 
production methods. The supply of, and demand for, the Company’s principal products and exploration targets, 
gold, copper and silver, is affected by various factors, including political events, economic conditions and 
production costs. 

Foreign Currency Exchange 

The Company incurs most of its expenditures in Australian dollars, while the funds it raises are Canadian 
dollars. This renders the Company subject to foreign currency fluctuations which may materially affect its 
financial position and operating results. 
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Forward Looking Statements 

Except for historical information, this MD&A may contain forward looking statements. Forward-looking 
statements are not historical facts and are subject to a number of known and unknown risks and uncertainties 
beyond the Company’s control. Uncertainties relate to raising sufficient financing to fund the planned work in a 
timely manner and on acceptable terms; the possibility that required permits may not be obtained in a timely 
manner or at all; changes in planned work resulting from weather, logistical, technical or other factors; potential 
resources, exploration results, costs and supply of material relevant to the mining industry; and future plans and 
objectives of the Company. These statements may cause the actual results, levels of activity, performance or 
achievement of the Company to be materially different from any future results, levels of activity, performance or 
achievement expressed or implied by these forward looking statements. 

Statements relating to the effects and impacts of the market disruption are forward-looking information within the 
meaning of Canadian securities laws. These forward-looking statements are subject to a variety of risks and 
uncertainties which could cause actual events or results to differ materially from those reflected in the forward 
looking statements, including, ABCP market conditions, additional defaults under ABCP, the ability of ABCP 
funds to obtain funding from liquidity facilities supporting the ABCP, and other risks and uncertainties, including 
those described in this MD & A.  
 
Additional Information and Continuous Disclosure 
 
This MD & A has been prepared as at August 28, 2008. Additional information on the Company is available 
through regular filings of press releases and financial statements on SEDAR (www.sedar.com). 

 
 


