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BELO SUN MINING CORP.  
 
 
NOTICE OF NO AUDITOR REVIEW OF  
CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS  
 
 
Under National Instrument 51-102, Part 4, subsection 4.3(3) (a), if an auditor has not performed a review of the 
condensed interim consolidated financial statements, they must be accompanied by a notice indicating that the 
interim financial statements have not been reviewed by an auditor.  
 
The accompanying unaudited condensed interim consolidated financial statements of the Company have been 
prepared by and are the responsibility of the Company’s management.  
 

The Company’s independent auditor has not performed a review of these condensed interim consolidated 

financial statements in accordance with standards established by the Canadian Institute of Chartered 

Accountants for a review of interim financial statements by an entity’s auditor. 
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Condensed Interim Consolidated Statements of Financial Position 

unaudited

(Expressed in Canadian dollars)

 June 30, December 31,

Notes 2012 2011

Assets

Current assets

   Cash and cash equivalents  $      22,075,403  $   32,415,945 

   Prepaid expenses and sundry receivables 3               653,965            392,823 

         22,729,368       32,808,768 

Non-current assets

Property, plant and equipment 6            6,122,202         1,146,689 

Term investment 5               528,711            548,968 

Total Assets  $      29,380,281  $   34,504,425 

Liabilities and Equity

Current liabilities

Accounts payable and accrued liabilities 7 6,454,286$        2,164,777$     

Finance leases         8 44,513               60,264            

Current taxes       17 7,091                 7,091              

6,505,890          2,232,132       

Non-current liabilities

Finance leases 8 21,531               6,481              

Deferred taxes 17 7,091                 14,182            

6,534,512          2,252,795       

Equity

Share capital 9        109,748,513 96,276,107     

Share-based payments reserve 10          12,873,870 8,782,612       

Accumulated other comprehensive loss             (112,877) (99,707)           

Deficit        (99,663,737) (72,707,382)    

Total Equity 22,845,769        32,251,630     

Total Liabilities and Equity 29,380,281$      34,504,425$   

Commitments and contingencies 16

Subsequent events 18

Belo Sun Mining Corp.
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Condensed Interim Consolidated Statements of Comprehensive Loss

unaudited

(Expressed in Canadian dollars)

2012 2011 2012 2011

Expenses

Management fees paid to directors 15  $          278,007  $            16,486  $       371,009  $       199,465 

Salaries, wages and consulting fees           1,636,196              209,796        1,952,682           859,137 

Legal fees                10,370                12,546             10,370             19,729 

Audit fees                30,830                32,222             31,820             45,762 

General and administration              425,109              408,284        1,110,143           801,047 

Amortization                51,755                26,272             96,189             53,502 

Share based payments 10           3,876,200           4,380,758        6,617,500        4,380,758 

Exploration and evaluation expenses 4           9,086,934           3,501,821      13,892,214        6,644,460 

Engineering studies 4              663,879              514,997        3,223,916           676,900 

Foreign exchange loss/(gain)           1,119,739            (128,368)           481,487         (180,105)

Loss from operations       (17,179,019)         (8,974,814)    (27,787,330)    (13,500,655)

Interest income              353,952              263,709           770,596           352,299 

Gain on sale of asset 6                  1,139                         -               1,139                       - 

Net loss for the period before taxes       (16,823,928)         (8,711,105)    (27,015,595)    (13,148,356)

Taxes payable 17                         -                         -                       -                       - 

Net loss for the period       (16,823,928)         (8,711,105)    (27,015,595)    (13,148,356)

Exchange differences on translating foreign operations              316,825                  4,168           (13,170)           (41,214)

Comprehensive loss for the period  $   (16,507,103)  $     (8,706,937)  $(27,028,765)  $(13,189,570)

Loss  per share 12

Basic  $              (0.07)  $              (0.04)  $           (0.12)  $           (0.07)

Diluted  $              (0.07)  $              (0.04)  $           (0.12)  $           (0.07)

Weighted average number of shares outstanding:

Basic and diluted       229,635,848       203,822,292    223,162,881    179,131,131 

Belo Sun Mining Corp.

Notes

Three months ended June 30, Six months ended June 30,
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Condensed Interim Consolidated Statements of Cash Flows 

unaudited

(Expressed in Canadian dollars)

2012 2011 2012 2011

Cash provided by (used in) operations:

Net (loss)  $   (16,823,928)  $     (8,711,105)  $(27,015,595)  $    (13,148,356)

Items not involving cash:

Share based payments 10          3,876,200          4,380,758        6,617,500       4,380,758 

Amortization               51,755               26,272             96,189            53,502 

Gain on sale of asset 6                (1,139)                         -             (1,139)                      - 

Interest income            (353,952)            (263,709)         (770,596)        (352,299)

Interest income received             345,170             259,095           750,762          328,894 

Unrealized loss/(gain) on foreign exchange          1,163,624            (233,258)           758,459        (253,353)

Working capital adjustments:

Change in prepaid expenses and sundry receivables              (28,096)             188,404         (261,142)          (46,346)

Change in accounts payables and accrued liabilities          1,103,981              (19,066)        1,910,545       1,131,336 

Change in income taxes                         -                         -             (7,091)            (7,091)

Net cash used by operating activities       (10,666,385)         (4,372,610)    (17,922,108)     (7,912,956)

Investing activities

Expenditures on property, plant and equipment         (4,963,980)            (195,018)      (5,053,699)        (307,466)

Proceeds from sale of asset               27,426                         -             27,426                      - 

Working capital changes          2,378,964                         -        2,378,964                      - 

Net cash used in investing activities         (2,557,590)            (195,018)      (2,647,309)        (307,466)

Financing activities

Proceeds from issuance of shares / units                         -                         -                       -     51,842,000 

Share issuance costs                         -            (194,632)                       -     (3,515,942)

Exercise of warrants/options             233,804          2,269,480      11,005,404       4,555,570 

Lease payments              (17,958)               17,734           (41,709)            17,734 

Net cash provided by financing activities             215,846          2,092,582      10,963,695     52,899,362 

Change in cash and cash equivalents       (13,008,129)         (2,475,046)      (9,605,722)     44,678,940 

Cash and cash equivalents, beginning of the period        35,914,183        54,281,212      32,415,945       7,127,226 

Effect of exchange rate on cash held            (830,651)             220,687         (734,820)          220,687 

Cash and cash equivalents, end of the period  $    22,075,403  $    52,026,853  $  22,075,403  $ 52,026,853 

Cash and cash equivalents are comprised of: 

Cash in bank  $    12,433,228  $    42,762,481  $  12,433,228  $ 42,762,481 

Short-term money market instruments  $      9,642,175  $      9,264,372  $    9,642,175  $   9,264,372 

 $    22,075,403  $    52,026,853  $  22,075,403  $ 52,026,853 

Notes

Three months ended June 30,

Belo Sun Mining Corp.

Six months ended June 30,
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Belo Sun Mining Corp.

Condensed Interim Consolidated Statements of Changes in Equity

unaudited

(Expressed in Canadian dollars)

Number 

of Shares Share Capital

Share-Based 

Payments 

Reserve

Accumulated 

Other 

Comprehensive 

(Loss)

Retained 

Earnings 

(Deficit) Total

Balance, December 31, 2011  207,604,334  $  96,276,107  $  8,782,612  $          (99,707)  $(72,707,382)  $32,251,630 

Exercise of stock options         690,600           394,554                   -                         -                       -           394,554 

Valuation allocation on exercise of stock options                     -           235,917        (235,917)                       -                       -                       - 

Exercise of warrants    21,515,600      10,610,850                   -                         -                       -      10,610,850 

Valuation allocation on exercise of warrants                     -        2,231,085     (2,231,085)                       -                       -                       - 

Valuation allocation for expiry of warrants and options                     -                     -            (59,240)                       -               59,240                     - 

Comprehensive (loss)                     -                     -        6,617,500              (13,170)    (27,015,595)   (20,411,265)

Balance, June 30, 2012  229,810,534  $109,748,513  $12,873,870  $        (112,877)  $(99,663,737)  $22,845,769 

Balance, December 31, 2010  149,158,834  $  40,829,667  $  6,401,610  $        (118,627)  $(39,933,424)  $  7,179,226 

Public offering (Note 9)    45,080,000      51,842,000                   -                         -                       -      51,842,000 

Share issuance costs                     -       (3,515,942)                   -                         -                       -       (3,515,942)

Value of warrants granted on exercise of units                     -          (237,000)         237,000 

Exercise of stock options      2,453,000        1,303,520                   -                         -                       -        1,303,520 

Valuation allocation on exercise of stock options                     -           900,034        (900,034)                       -                       -                       - 

Exercise of warrants      9,566,500        3,252,050                   -                         -                       -        3,252,050 

Valuation allocation on exercise of warrants                     -        1,075,465     (1,075,465)                       -                       -                       - 

Valuation allocation for expiry of warrants and options                     -                       -          (42,602)                       -               42,602                     - 

Comprehensive (loss)                     -                     -        4,380,758              (41,214)    (13,148,356)     (8,808,812)

Balance, June 30, 2011  206,258,334  $  95,449,794  $  9,001,267  $        (159,841)  $(53,039,178)  $51,252,042 
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1. Nature of operations 
 
Belo Sun Mining Corp. (―Belo Sun‖ or the ―Company‖), through its subsidiaries, is a gold exploration 
company engaged in the exploration of properties located in Brazil. The Company is a publicly listed 
company incorporated in the Province of Ontario. The Company’s shares are listed on the Toronto 
Stock Exchange.  The Company’s head office is located at 65 Queen Street West, 8th Floor, Toronto, 
Ontario, Canada, M5H 2M5. 
 
Although the Company has taken steps to verify title to the properties on which it is conducting 
exploration and 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, unregistered claims, aboriginal claims and non-
compliance with regulatory and environmental requirements.  
 
The business of mining and exploring for minerals involves a high degree of risk and there can be no 
assurance that current exploration programs will result in profitable mining operations. The 
recoverability of the carrying value of interests in mineral properties and the Company's continued 
existence is dependent upon the preservation of its interests in the underlying properties, the 
discovery of economically recoverable reserves, the achievement of profitable operations, or the 
ability of the Company to raise additional financing, if necessary, or alternatively upon the Company's 
ability to dispose of its interests on an advantageous basis. Changes in future conditions could require 
material write-downs of the carrying values. The Company's mining assets that are located outside of 
North America are subject to the risk of foreign investment, including increases in taxes and royalties, 
renegotiation of contracts, expropriation and currency exchange fluctuations and restrictions. 
 
2. Significant accounting policies 
 
a) Statement of compliance 
 
These condensed interim consolidated financial statements of the Company and its subsidiaries have 
been prepared in accordance with International Accounting Standards (―IAS‖) 34, Interim Financial 
Reporting, as issued by the International Accounting Standards Board (―IASB‖).  The policies applied 
in these condensed interim consolidated financial statements are based on International Financial 
Reporting Standards (―IFRS‖) issued and outstanding as at June 30, 2012. The policies as set out in 
the Company’s Annual Consolidated Financial Statements for the twelve months ended December 
31, 2011 were consistently applied to all the periods presented unless otherwise noted below.  The 
Board of Directors approved these condensed interim financial statements for issue on August 13, 
2012.  
 
 
b) Basis of preparation  
 
These financial statements were prepared on a going concern basis, under the historical cost 
convention, as modified by the revaluation of financial assets and financial liabilities (including 
derivative instruments) at fair value through profit or loss. 
 
The preparation of financial statements requires the use of certain critical accounting estimates. It also 
requires management to exercise judgement in applying the Company’s accounting policies.  
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c) Future accounting changes 
 
Certain new standards, interpretations, amendments and improvements to existing standards were 
issued by the IASB or IFRIC that are mandatory for accounting periods beginning after January 1, 
2013 or later periods.  Updates are not applicable or are not consequential to the Company have 
been excluded thereof. 
 
IFRS 9, Financial Instruments: Classification and Measurement, effective for annual periods beginning 
on or after January 1, 2015, with early adoption permitted, introduces new requirements for the 
classification and measurement of financial instruments. Management anticipates that this standard 
will be adopted in the Company's financial statements for the period beginning January 1, 2015, and 
has not yet considered the potential impact of the adoption of IFRS 9. 
 
IFRS 10, Consolidated Financial Statements, establishes principles for the presentation and 
preparation of consolidated financial statements when an entity controls one or more other entities. 
This standard (i) requires a parent entity (an entity that controls one or more other entities) to present 
consolidated financial statements; (ii) defines the principle of control, and establishes control as the 
basis for consolidation; (iii) sets out how to apply the principle of control to identify whether an investor 
controls an investee and therefore must consolidate the investee; and (iv) sets out the accounting 
requirements for the preparation of consolidated financial statements. IFRS 10 supersedes IAS 27 
Consolidated and Separate Financial Statements and SIC-12 Consolidation—Special Purpose 
Entities and is effective for annual periods beginning on or after January 1, 2013, with early 
application permitted. 
 
IFRS 11, Joint Arrangements, establishes the core principle that a party to a joint arrangement 
determines the type of joint arrangement in which it is involved by assessing its rights and obligations 
and accounts for those rights and obligations in accordance with that type of joint arrangement. This 
standard is effective for annual periods beginning on or after January 1, 2013, with early application 
permitted. 
 
IFRS 12, Disclosure of Involvement with Other Entities, requires the disclosure of information that 
enables users of financial statements to evaluate the nature of, and risks associated with, its interests 
in other entities and the effects of those interests on its financial position, financial performance and 
cash flows. This standard is effective for annual periods beginning on or after January 1, 2013, with 
early application permitted. 
 
IFRS 13, Fair Value Measurement, defines fair value, sets out in a single IFRS a framework for 
measuring fair value and requires disclosures about fair value measurements. IFRS 13 applies when 
another IFRS requires or permits fair value measurements or disclosures about fair value 
measurements (and measurements, such as fair value less costs to sell, based on fair value or 
disclosures about those measurements), except for: share-based payment transactions within the 
scope of IFRS 2 (Share-based Payments); leasing transactions within the scope of IAS (17 Leases); 
measurements that have some similarities to fair value but that are not fair value, such as net 
realizable value in IAS 2 (Inventories); or value in use in IAS 36 (Impairment of Assets). This standard 
is effective for annual periods beginning on or after January 1, 2013, with early application permitted. 
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IFRIC Interpretation 20, Stripping Costs in the Production Phase of a Surface Mine was issued by the 
IFRIC in October 2011.   IFRIC 20 applies to all types of natural resources that are extracted using the 
surface mining activity process. IFRIC 20 may represent a change in accounting practice for some 
Canadian mining entities. Specifically, IFRIC 20 permits capitalization of stripping costs if all of the 
following three criteria are met: 

• probability of future economic benefit (improved access to the ore body) flowing to the entity; 

• identifiability of the component of the ore body for which access has been improved; and 

• measurability of the costs associated to the stripping activity.   

Furthermore, where the costs of the stripping activity asset and of the inventory produced are not 
separately identifiable, IFRIC 20 provides a more detailed cost allocation guidance based on a 
relevant production measure that allows allocation between inventory produced and the stripping 
activity asset. IFRIC 20 is effective for annual periods beginning on or after January 1, 2013.  Early 
application is permitted. 

IAS 1, Presentation of Financial Statements (―IAS 1‖), has been amended to require entities to 
separate items presented in other comprehensive income (―OCI‖) into two groups, based on whether 
or not items may be recycled in the future. Entities that choose to present OCI items before tax will be 
required to show the amount of tax related to the two groups separately. The amendment is effective 
for annual periods beginning on or after July 1, 2012 with earlier application permitted.  The Company 
has not yet determined the impact of the amendments to IAS 1 on its financial statements.  
 

 
d) Principles of consolidation 
 

(i) Subsidiaries 
 

All entities, in which the Company has a controlling interest, specifically when it has the power 
to direct the financial and operational policies of these companies to obtain benefit from their 
operations, are fully consolidated from the date that control commences until the date that 
control ceases. 
 
A controlling position is assumed to exist where the Company holds, directly or indirectly, a 
voting interest exceeding 50%, and where no other shareholder or group of shareholders 
exercises substantive participating rights which would enable it to veto or to block ordinary 
decisions taken by the Company. 
 
A controlling position also exists where the Company, holding an interest of 50% or less in an 
entity, possesses control over more than 50% of the voting rights by virtue of an agreement 
with other investors, power to direct the financial and operational policies of the entity by virtue 
of a statute or contract, power to appoint or remove from office the majority of the members of 
the Board of Directors or equivalent management body, or the power to assemble the majority 
of voting rights at meetings of the Board of Directors or equivalent management body. The 
Company consolidates special purpose entities which it controls in substance because it has 
the right to obtain a majority of benefits, or because it retains the majority of residual risks 
inherent in the special purpose entity or its assets. 
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(ii) Transactions eliminated on consolidation 

 
Intercompany balances and any unrealized gains and losses or income and expenses arising 
from intercompany transactions are eliminated in preparing the consolidated financial 
statements.  
 

e) Significant accounting judgments, estimates and assumptions  
 
The preparation of these consolidated annual financial statements requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the 
financial statements and reported amounts of expenses during the reporting period.  These 
consolidated annual financial statements include estimates, which, by their nature, are uncertain. The 
impacts of such estimates are pervasive throughout the consolidated annual financial statements, and 
may require accounting adjustments based on future occurrences. Revisions to accounting estimates 
are recognized in the period in which the estimate is revised, on a prospective basis. The revision 
may affect current or both current and future periods.  
 
Information about critical judgments and estimates in applying accounting policies, and areas where 
assumptions and estimation uncertainties that have a significant risk of resulting in a material 
adjustment within the next financial year are included in the following areas:  
• Asset carrying values and impairment charges  
• Estimation of asset lives  
• Recognition of deferred tax assets 
• Contingencies  
• Share-based payments 
• Assessment of the project stage for mineral properties and activities 
• Estimation of close down and restoration costs and the timing of expenditures  
• Estimation of environmental cleanup and the timing of expenditure and related accretion  
• Depletion, depreciation and amortization 
• Determination of functional currency 
 

f) Presentation and functional currency 
 
The Company’s financial statements are presented in Canadian dollars. The Company’s functional 
and presentation currency is the Canadian dollar. The Company’s subsidiaries’ functional currency is 
the United States dollar. These annual consolidated financial statements have been translated to the 
Canadian dollar in accordance with IAS 21 The Effects of Changes in Foreign Exchange Rates.  
 

 
3. Prepaid expenses and sundry receivables 

30-Jun-12 31-Dec-11

Trade receivables and other advances  $     161,019  $     120,155 

Prepaid taxes         262,663                   -   

HST/VAT receivable         190,735         248,157 

Prepaid insurance           39,548           24,511 

 $     653,965  $     392,823  
 
Receivables disclosed above are classified as loans and receivables and are therefore measured at 
amortized cost.  
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4. Exploration and evaluation expenses and engineering studies 
 
Exploration and evaluation expenditures and engineering studies expensed immediately in the 
condensed interim consolidated statement of operations and comprehensive loss for the three and six 
months ended June 30, 2012 collectively amounted to $9,750,813 and $17,116,130 respectively 
(June 30, 2011 - $4,016,818 and $7,321,360). 
 
Exploration and evaluation properties comprise the following: 
 

a) Volta Grande, Para State, Brazil 
 
The gold project includes approximately 149,918 hectares in twenty-two Exploration Permits 
(2011 – 103,169 hectares in twenty-two exploration permits) and 46,749 hectares in twelve 
Exploration Applications (2011 – 49,906 hectares in ten exploration applications) and is 
situated in the margin of the Xingu river, some 60 km from the city of Altamira, Para State. 
 
Under the agreement, the Company agreed to pay to OCA Mineracao Ltda., an unrelated 
company whose controlling shareholder is the Tenaris-Confab Group, a total of US$600,000 of 
which US$12,500 was paid in January 2004 and US$50,000 paid in April 2004 and the 
outstanding balance was paid in December 2006. OCA Mineracao Ltda. ownership was 
transferred to the Company in March 2008. The transfer of title to the Volta Grande Property to 
Belo Sun occurred following the arrangements with Companhia de Pesquisa de Recursos 
Minerais ("CPRM"), a Brazilian state owned company, whereby the Company has committed 
to pay CPRM 3,740,000 Reais if a mineable deposit is defined on the Volta Grande Property. 
As security, the Company purchased a term deposit of 3,740,000 Reais. 
 
In March 2008, the Company successfully renegotiated the agreement with CPRM. Under the 
new terms, CPRM released to the Company 3,525,087 Reais of the total term deposit of 
4,273,087 Reais including accrued interest, held in security to cover the Company’s potential 
debt owed to CPRM.  In addition, the Company allocated the balance of the original term 
deposit that was not released, amounting to 748,000 Reais, to be retained in an interest 
bearing term deposit to cover future royalty payments. There has been no production at Volta 
Grande Property thus no royalties payable and no amounts were withdrawn by CPRM.  
 
The Company is committed to paying approximately US$1,500,000 to CPRM if a mineable 
deposit is defined on the property, and to invest a minimum US$1,500,000 at Volta Grande 
over a two year period. The Company has fulfilled its investment condition on this property. 
 
In May 2012, the Company acquired surface rights for an area covering 1,734 hectares, which 
was comprised of three distinct properties – Fazenda Galo de Ouro covering 824.8 hectares, 
Fazenda Ouro Verde covering 503.6 hectares and Fazenda Ressaca covering 405.9 hectares.  
The total consideration agreed to be paid for the acquisition was R$8,200,000 in cash 
($4,190,200) and the issuance of common shares of Belo Sun with an aggregate value of 
R$500,000 ($255,500). The Company paid 50% of the purchase price on signing the definitive 
agreement, and the balance is to be paid once the vendors complete the demobilization of all 
―garimpo‖ (artisanal mining) activities on these properties. The issuance of the common shares 
of the Company is subject to receipt of approval from the Toronto Stock Exchange.  These 
were not issued as at June 30, 2012.  The balance of consideration as well as the value of the 
common shares to be issued have been recorded as accrued liabilities as at June 30, 2012. 
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b) Patrocino, Para State, Brazil  

 

This gold project is situated in the Para State and includes approximately 18,669 hectares 
(2011 – 18,669 hectares). Pursuant to a signed contract on October 8, 2004 the Company has 
the right to acquire 100% of the property.  Under the terms of the contract, the Company must 
make 36 monthly payments of US $1,667 and issue 200,000 common shares of the Company 
to the original owners.  The Company is current on these payments and issued 200,000 
common shares at $0.10 on June 20, 2005.  In addition, the property is subject to a 1.5% net 
smelter royalty and a sliding scale payment during the first two years of production from the 
property.  The payment ranges from 606 ounces of gold assuming 100,000 ounces of proven 
and probable reserves to 12,121 ounces of gold assuming 1.2 million proven and probable 
reserve ounces. 
 
The Company is currently assessing its options with respect to the project including, but not 
limited to, joint-venture scenarios, earn-out arrangements, and further development by Belo 
Sun. 
 
 

5. Term investment 
 
The investment consists of a term deposit of 1,042,411 Reais (CDN$528,711) (December 31, 2011 – 
1,005,805 Reais (CDN$548,968)), including accrued interest, which approximates fair value, to fund 
the potential amounts owing to CPRM. The term deposit matures on April 22, 2013 and bears interest 
at a floating rate of approximately 7.89% (December 31, 2011 – 10.2%). The Company intends on 
rolling over the term deposit on maturity because it is security against the potential amount owing to 
the CPRM (Note 4(a)) and accordingly, management has shown the investment as a long-term asset. 

 
 

6. Property, plant and equipment 

 Vehicles 

 Furniture & 

equipment 

 Mining 

equipment 

 Assets 

under 

construction  Land  Total 

 Cost  at December 31, 2011     471,592      504,588     248,654        204,104             7,621     1,436,559 

 Additions     143,724      384,744       68,501        (43,298)     4,544,200     5,097,871 

 Disposal     (43,789)                    -                   -                     -                      -         (43,789)

 FX adjustment        (5,335)         11,357        (5,069)        (11,460)              (299)         (10,806)

 Cost at June 30, 2012     566,192      900,689     312,086        149,346     4,551,522     6,479,835 

Accumulated depreciation

 Balance as at December 31, 2011     128,937         76,277       84,656                     -                      -        289,870 

 Charge for the year       36,126         26,150       33,913                     -                      -          96,189 

 Disposal     (17,516)                    -                   -                     -                      -         (17,516)

 FX adjustment        (4,579)         (2,773)        (3,558)                     -                      -         (10,910)

 Balance at June 30, 2012  $142,968  $    99,654  $ 115,011  $                 -  $                 -  $    357,633 

Net book value as at December 31, 2011  $342,655  $  428,311  $ 163,998  $   204,104  $        7,621  $1,146,689 

 Net book value as at June 30, 2012  $423,224  $  801,035  $ 197,075  $   149,346  $4,551,522  $6,122,202  
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As at June 30, 2011, the Company’s finance leases consist of three vehicles having a net book value 
of $117,128 (December 31, 2011 - $149,314).  The Company sold one of its vehicles and recorded a 
gain on sale of $1,139 during the three and six months ended June 30, 2012 (June 30, 2011:  $nil). 
 

 

7. Accounts payable and accrued liabilities 
 

30-Jun-12 31-Dec-11

Mineral properties suppliers and contractors 3,667,074$   1,782,014$   

Property acquistion consideration payable 2,336,670     -               

DNPM Taxes 154,319        219,795        

Corporate payables         271,223         112,968 

Audit accrual           25,000           50,000 

 $  6,454,286  $  2,164,777 

 
 
8. Finance leases  
 
Finance leases relate to vehicles with lease terms of 1 to 2 years. The Company has options to 
purchase the vehicles for a nominal amount at the conclusion of the lease agreements.  The 
Company entered into a new finance lease during the second quarter of 2012 for a new vehicle with a 
term of 2 years at an interest rate of approximately 19%. 
 
As at June 30, 2012, the finance leases were composed of the following obligations: 
 

2012 32,975            

2013 33,044            

2014 12,926            

78,945            

less amounts representing interest (12,902)           

66,043$          

current portion 44,513            

long term portion 21,531             
 
 
9. Share Capital 
 

a) As at June 30, 2012 and December 31, 2011, the Company’s authorized number of common 
shares was unlimited without par value and an unlimited number of special shares. The 
special shares have the same features as the common shares with the exception that the 
special shares take preference over the common shares in the event of liquidation, dissolution 
or winding up of the Company. The special shares are entitled to the same dividend rights as 
common shares. 
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b) Issued and outstanding share capital 

 
Number of 

Shares Amount

Balance, December 31, 2010 149,158,834   40,829,667$      

Public offering (i) 45,080,000     51,842,000        

Exercise of stock options 2,659,000        1,397,078           

Exercise of stock options - value allocation 958,656              

Exercise of warrants 10,706,500     3,819,550           

Exercise of warrants -value allocation 1,182,098           

Value of warrants granted on exercise of broker units -                         (237,000)             

Cost of issue (3,515,942)         

Balance, December 31, 2011 207,604,334   96,276,107        

Exercise of stock options 690,600           394,554              

Exercise of stock options - value allocation 235,917              

Exercise of warrants 21,515,600     10,610,850        

Exercise of warrants -value allocation 2,231,085           

Balance,June 30, 2012 229,810,534   109,748,513$     
 

(i) On March 25, 2011, the Company completed a bought deal financing of 45,080,000 common 
shares, including the full exercise of the agents’ over-allotment option of 5,880,000 common 
shares, at a price of $1.15 per common share for gross proceeds of $51,842,000. The 
Company paid the underwriters a fee of 6% on funds raised. 

 
 
10.     Share-based payments reserves 
 
The Company has an ownership-based compensation scheme for executives and employees. In 
accordance with the terms of the plan, as approved by shareholders at a previous annual general 
meeting, officers, directors and consultants of the Company may be granted options to purchase 
common shares at exercise prices determined at the time of grant. The Company has adopted a 
Floating Stock Option Plan (the ―Plan‖), whereby the number of common shares reserved for issuance 
under the Plan is equivalent of up to 10% of the issued and outstanding shares of the Company from 
time to time. The option vesting terms are determined at the discretion of the Board of Directors. 
 
Each employee share option converts into one common share of the Company on exercise. No 
amounts are paid or payable by the recipient on receipt of the option. The options carry neither rights 
to dividends nor voting rights. Options may be exercised at any time from the date of vesting to the 
date of their expiry. 
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Number of

 Options

Weighted average

 exercise prices 

(CAD$)

Value of 

options

Number of

 Warrants

Weighted average

 exercise prices 

(CAD$)

Value of 

warrants

TOTAL  

VALUE

December 31, 2010     9,948,400 $0.45 3,168,085$         31,556,800 $0.44 3,233,525$   6,401,610$      

Granted     4,922,200 $1.33 4,380,758                610,000 $0.50 237,000 4,617,758        

Exercised    (2,659,000) $0.53 (958,656)           (10,706,500) $0.36 (1,182,098) (2,140,754)       

Expired/forfeited         (60,000) $1.33 (53,400)                  (372,500) $0.24 (42,602) (96,002)            

December 31, 2011   12,151,600 $0.79 6,536,787$         21,087,800 $0.49 2,245,825$    $      8,782,612 

Granted     4,220,000 $1.15 3,361,300                587,800 $0.50 293,900        3,655,200        

To be granted     4,020,000 $1.15 3,256,200                           - $0.00 -               3,256,200        

Exercised       (690,600) $0.57 (235,917)    (21,515,600) $0.49 (2,524,985) (2,760,902)

Expired/forfeited         (50,000) $1.33 44,500.00-              (160,000) $0.50 (14,740) (59,240)

June 30, 2012   19,651,000 $0.95 12,873,870$                       - $0.00 -$              $    12,873,870 

 
 
The Board of Directors of the Company approved the grant of 4,020,000 stock options to directors, 
officers, employees and consultants of the Company on June 28, 2012.  These were issued just 
subsequent to the quarter.  The Company has accrued the charge of $3,256,200 related to these 
options for the six months ended June 30, 2012. 
 
The following share-based payments arrangements were in existence during the current and prior 
reporting periods: 
 

Options: 

Number 

outstanding

Number 

exercisable Grant date Expiry date

Exercise 

price 

Expected 

volatility

Expected 

life (yrs)

Expected 

dividend yield

Risk-free 

interest rate

       250,000          250,000 24-Oct-07 24-Oct-12  $         0.60 81% 5 0% 4.18%

    3,679,000       3,679,000 5-Mar-10 5-Mar-15  $         0.34 100% 5 0% 2.59%

         60,000            60,000 2-Jun-10 2-Jun-15  $         0.45 100% 5 0% 2.68%

    1,968,000       1,968,000 29-Jul-10 29-Jul-15  $         0.36 104% 5 0% 2.36%

         50,000            50,000 11-Nov-10 11-Nov-15  $         0.80 94% 5 0% 2.50%

       600,000          600,000 5-Dec-10 5-Dec-15  $         0.89 94% 5 0% 2.40%

    4,804,000       4,804,000 21-Apr-11 21-Apr-16  $         1.33 94% 5 0% 2.70%

    3,470,000       3,470,000 31-Jan-12 31-Jan-17  $         1.15 94% 5 0% 1.25%

       250,000          250,000 30-Apr-12 30-Apr-17  $         1.15 94% 5 0% 1.60%

       500,000          500,000 14-Jun-12 14-Jun-17  $         1.17 94% 5 0% 1.28%

*     4,020,000       4,020,000 2-Jul-12 2-Jul-17  $         1.15 94% 5 0% 1.26%

19,651,000  19,651,000   

  
*  options to be granted and accrued as at June 30, 2012 
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Fair value of share options granted in the period: 

 
During the three and six months ended June 30, 2012, the Company granted 750,000 and 4,220,000 
stock options respectively (June 30, 2011:  nil and 4,922,000).  A value of $620,000 and $3,361,300 
was recorded to the statement of comprehensive loss for the three and six months ended June 30, 
2012 (June 30, 2011:  $nil and $4,380,758) related to these stock options.  The weighted average 
grant date fair value of the share options granted during the six month period ended June 30, 2012 is 
$0.80 (2011: $0.89). In addition, an accrual for stock-based compensation of $3,256,200 was 
recorded during the period related to options that were granted subsequent to the end of the period.  
Options were priced using the Black-Scholes option-pricing model. Where relevant, the expected life 
used in the model has been adjusted based on management’s best estimate for the effects of non - 
transferability, exercise restrictions (including the probability of meeting market conditions attached to 
the option), and behavioural considerations. Expected volatility is based on the historical share price 
volatility over the past 5 years. The expected life of the option was calculated based on the history of 
option exercises.   
 
 
11.     Operating segments 

 
Geographical information 

 
The Company operates in Canada, Barbados and Brazil.  The Company’s information about its assets 
by geographical location are detailed below.  
 

Current Assets

Property, Plant

and Equipment

Other long-term 

assets TOTAL ASSETS

June 30, 2012

Canada 12,737,627$        6,160$                 -$                     12,743,787$       

Barbados 5,845                   -                           -                       5,845                  

Brazil 9,985,896            6,116,042            528,711           16,630,649         

22,729,368$        6,122,202$          528,711$         29,380,281$       

December 31, 2011

Canada 12,439,612$        9,325$                 -$                     12,448,937$       

Barbados 1,553                   -                           -                       1,553                  

Brazil 20,367,603          1,137,364            548,968           22,053,935         

32,808,768$        1,146,689$          548,968$         34,504,425$        
 
 
12.     Loss per share 
 
Basic loss per share is calculated by dividing the loss available to common shareholders by the 
weighted average number of common shares outstanding in the period. Diluted loss per share reflects 
the potential dilution of common share equivalents, such as outstanding share options and warrants, 
in the weighted average number of common shares outstanding during the period. In the Company’s 
case, diluted loss per share is the same as basic loss per share as the effects of including all 
outstanding options and warrants would be anti-dilutive.  
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13.     Financial instruments 
 
Financial assets and financial liabilities as at June 30, 2012: 
 

Cash and cash equivalents  $                         -  $                      -  $          22,075,403  $     22,075,403 

Sundry receivables                 161,019                          -                               -                          - 

Term investment                             -                          -                   528,711              528,711 

Accounts payable and accrued liabilities                             -           6,454,286                               -           6,454,286 

Finance lease                             -                66,044                               -                66,044 

Total

Assets /(liabilities) 

at fair value through 

profit/lossJune 30, 2012 Other liabilities

Loans and 

receivables

 
 
At June 30, 2012, the Company’s financial instruments that are carried at fair value, consisting of cash 
and cash equivalents and term investment, have been classified as Level 1 within the fair value 
hierarchy. 
 
The Company's risk exposures and the impact on the Company's financial instruments are 
summarized below. There have been no significant changes in the risks, objectives, policies and 
procedures for managing risk during the six months ended June 30, 2012 and 2011.  
 
Credit risk  
 
Credit risk arises from the non-performance by counterparties of contractual financial obligations. The 
Company’s primary counterparty related to its cash and cash equivalents and term investment carry 
an investment grade rating as assessed by external rating agencies. The Company maintains all of its 
cash and cash equivalents and term investment with major Canadian, British, US and Brazilian 
financial institutions. Deposits held with these institutions may exceed the amount of insurance 
provided on such deposits. Sundry receivables consist of GST/HST input tax receivables and 
management believes that the credit risks associated with these amounts are remote. 
 
The Company’s maximum exposure to credit risk at the balance sheet date is the carrying value of 
cash and cash equivalents, term investment and sundry receivables. 
 

Liquidity risk  
 
The Company manages liquidity risk by maintaining adequate cash and cash equivalent balances. 
The Company continuously monitors and reviews both actual and forecasted cash flows, and also 
matches the maturity profile of financial assets and liabilities. 
 
As at June 30, 2012, the Company had current assets of $22,729,368 to settle current liabilities of 
$6,505,890. 
 
Market risk  
 
(a) Interest rate risk  
 
The Company’s cash equivalents are subject to interest rate cash flow risk as they carry variable rates 
of interest. The Company’s interest rate risk management policy is to purchase highly liquid 
investments with a term to maturity of one year or less on the date of purchase.  
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Based on cash and cash equivalent balances on hand at June 30, 2012, a 0.1% change in interest 
rates could result in a corresponding change in net loss of approximately $22,000 (December 31, 
2011 - $32,000). 
 
(b) Currency risk  
 
As the Company operates on an international basis, foreign exchange risk exposures arise from 
transactions and balances denominated in foreign currencies. The Company’s foreign currency risk 
arises primarily with respect to the United States dollar and Brazilian Reais. Fluctuations in the 
exchange rates between these currencies and the Canadian dollar could have a material effect on the 
Company’s business, financial condition and results of operations. The Company does not engage in 
any hedging activity to mitigate this risk. 
 
A strengthening of $0.01 in the United States dollar against the Brazilian Reais would have decreased 
net income by approximately $85,000 for the six months ended June 30, 2012 (June 30, 2011 - 
$130,000).  A strengthening of $0.01 in the Canadian dollar against the United States dollar would 
have decreased accumulated other comprehensive income by approximately $42,000 for the six 
months ended June 30, 2012 (June 30, 2011 - $83,000). At June 30, 2012, one Canadian dollar was 
equal to 1.0181 United States dollars (June 30, 2011 – 1.0368) and one Canadian dollar was equal to 
1.9716 Brazilian Reais (June 30, 2011 – 1.6179). 
 

(b) Price risk 
 
The Company will be exposed to price risk with respect to commodity prices, specifically gold.  The 
Company closely monitors commodity prices to determine the appropriate course of action to be 
taken by the Company. The Company’s future operations will be significantly affected by changes in 
the market prices of these commodities. Prices fluctuate on a daily basis and are affected by 
numerous factors beyond the Company’s control. The supply and demand for gold, the level of 
interest rates, the rate of inflation, investment decisions by large holders of gold and stability of 
exchange rates can all cause significant fluctuations in prices. Such external economic factors may in 
turn be influenced by changes in international investment patterns and monetary systems and political 
developments.  
  

 

14.     Capital management 
 
The Company manages and adjusts its capital structure based on available funds in order to support 
the acquisition, exploration and development of mineral properties. The capital of the Company 
consists of common shares, warrants and options. The Board of Directors does not establish 
quantitative return on capital criteria for management, but rather relies on the expertise of the 
Company's management to sustain future development of the business.  
 
The properties in which the Company currently has an interest are in the exploration and development 
stage; as such the Company is dependent on external financing to fund its activities. In order to carry 
out planned exploration and development, and pay for administrative costs, the Company will spend 
its existing working capital and raise additional amounts as needed. The Company will continue to 
assess new properties and seek to acquire an interest in additional properties if it feels there is 
sufficient geologic or economic potential and if it has adequate financial resources to do so. 
Management reviews its capital management approach on an ongoing basis and believes that this 
approach, given the relative size of the Company, is reasonable.  
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There were no significant changes in the Company's approach to capital management during the six 
months ended June 30, 2012 and 2011. The Company is not subject to externally imposed capital 
requirements. 
 
 
15. Related party disclosures 
 
The condensed interim consolidated financial statements include the financial statements of the 
Company and the subsidiaries at their respective ownership listed in the following table. 
 

Belo Sun Mining (Barbados) Corp. Barbados

Belo Sun Mineracao Ltda Brazil

Intergemas Mineracao e 

Industrializacao Ltda Brazil

Aubras Mineracao Ltda Brazil

100

Country of incorporation % equity interest

100

98

100

 
 
During the period, the Company entered into the following transactions in the ordinary course of 
business with related parties that are not subsidiaries of the Company.  
 

2012 2011 2012 2011

2227929 Ontario Inc. 144,956$    50,832$      $   212,740  $  112,967 

Forbes & Manhattan, Inc. 90,000       30,000            165,000       60,000 

Falcon Metais Ltda. 28,244       71,155             60,624       92,347 

Six months ended        

June 30, 2012

Purchases of goods/services

Three months ended        

June 30, 2012

 
 
The Company shares office space with other companies who may have common officers and 
directors. The costs associated with this space are administered by 2227929 Ontario Inc. 
 
Mr. Stan Bharti, the Chairman of the Company, is the Executive Chairman of Forbes and Manhattan, 
Inc., a corporation that provides administrative services to the Company.  Forbes and Manhattan, Inc. 
charges a monthly consulting fee of $25,000.   
 
Mr. Helio Diniz, Vice President of Exploration for the Company, is an officer of Falcon Metais Ltda., a 
company providing exploration and administration services in Brazil. 
 
Mr. Michael Hoffman, Vice President of Engineering for the Company, is a director of Azul Ventures 
Inc..  The Company was reimbursed by Azul Ventures Inc. for $2,093 in travel expenses incurred by 
Mr. Hoffman paid by the Company on his behalf.  
 
The following balances were outstanding at the end of the reporting period: 
 

30-Jun-12 31-Dec-11 30-Jun-12 31-Dec-11

2227929 Ontario Inc.  $    101,700  $  72,209  $      85,278  $    14,893 

Directors of the Company                  -               -          27,000        72,936 

Falcon Metais Ltda. 42,413             29,384                   -                 - 

Amounts owed by related 

parties

  Amounts owed to related 

parties
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The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given 
or received. No expense has been recognized in the current or prior periods for bad or doubtful debts 
in respect of the amounts owed by related parties. 
 
Compensation of key management personnel of the Company 
 
The remuneration of directors and other members of key management personnel during the period 
were as follows:  
 

2012 2011 2012 2011

Short-term benefits  $1,396,500  $  135,000 1,630,417$ 975,000$   

Share-based payments    2,022,500   2,937,000    3,997,500 2,937,000  

Six months ended        

June 30, 2012

Three months ended        

June 30, 2012

 
 
Share-based payments include the value of stock options that were accrued at June 30, 2012 but 
were issued subsequent to the end of the quarter. 
 
In accordance with IAS 24 Related Party Disclosures, key management personnel are those persons 
having authority and responsibility for planning, directing and controlling the activities of the Company 
directly or indirectly, including any directors (executive and non-executive) of the Company.  
 
The remuneration of directors and key executives is determined by the remuneration committee 
having regard to the performance of individuals and market trends.  
 
 
16. Commitments and contingencies 
 

(a) Long Term Investment 

 

Under a successfully renegotiated agreement with CPRM (Note 5) in March 2008, the 
Company maintains an interest bearing term deposit to cover the future royalty payments, 
starting March 31, 2008. There has been no production at Volta Grande Property thus no 
royalties were payable and no amounts were withdrawn by the CPRM.  

 

(b) The Company is party to certain management contracts. These contracts require that 
additional payments of up to $4,200,000 be made upon the occurrence of certain events such 
as a change of control. As the likelihood of these events taking place is uncertain, the 
contingent payments have not been reflected in these consolidated financial statements. 
Minimum commitments remaining under these contracts were approximately $536,000 all due 
within one year. 

 
(c) The Company’s mining and exploration activities are subject to various federal, provincial and 

international laws and regulations governing the protection of the environment.  These laws 
and regulations are continually changing and generally becoming more restrictive.  The 
Company conducts its operations so as to protect public health and the environment and 
believes its operations are materially in compliance with all applicable laws and regulations.  
The Company has made, and expects to make in the future, expenditures to comply with such 
laws and regulations. 
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17. Income tax 

 
The current tax liability of $7,091 (December 31, 2011 - $7,091) represents amount of income taxes 
payable in respect of current and prior periods.  An amount of $7,091 is recorded as deferred taxes. 
 
 
18. Subsequent events 
 
In July, 4,020,000 stock options were granted to directors, officers, employees and consultants of the 
Company at an exercise price of $1.15 expiring five years from the date of grant. 


