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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS

The unaudited consolidated interim financial statements of Galahad Metals Inc. (A Development Stage
Company) are the responsibility of the Board of Directors.

The unaudited interim consolidation financial statements have been prepared by management, on behalf
of the Board of directors, in accordance with the accounting policies disclosed in the notes to these
financial statements. Where necessary management has made informed judgements and estimates in
accounting for transactions which were not complete at the financial position date. In the opinion of
management, the unaudited interim consolidated financial statements have been prepared within
acceptable limits of materiality and are in accordance with International Financial Reporting Standard 1.

Management has established processes, which are in place to provide it sufficient knowledge to support
management representations that it has exercised reasonable diligence that (I) the unaudited interim
consolidated financial statements do not contain any untrue statement of material fact or omit to state a
material fact required to be stated or that is necessary to make a statement not misleading in light of the
circumstances under which it is made, as of the date of, and for the periods presented by, the unaudited
interim consolidated financial statements and (1) the unaudited interim consolidated financial statements
fairly present in all material respects the financial condition, results of operations and cash flows of the
Company, as at the date of and for the periods presented by the unaudited interim financial statements.

The Board of Directors is responsible for reviewing and approving the unaudited interim consolidated
financial statements together with other financial information of the Company and for ensuring that
management fulfills its financial reporting responsibilities. An Audit Committee assists the Board of
Directors in fulfilling this responsibility. The Audit Committee meets with management to review the
financial reporting process and the unaudited interim consolidated financial statements together with
other financial information of the Company. The Audit Committee reports its findings to the Board of
Directors for its consideration in approving the unaudited interim consolidated financial statements
together with other financial information of the Company for issuance to shareholders.

Management recognizes its responsibility for conducting the Company's affairs in compliance with
established financial standards, and applicable laws and regulations, and for maintaining proper
standards of conduct for its activities.

signed "Robin Dow" signed "Sabino Di Paola”
Robin Dow Sabino Di Paola
Chief Executive Officer Chief Financial Officer

Ottawa, Ontario
November 25, 2011



Galahad Metals Inc.
(a Development Stage Company)

Unaudited Interim Consolidated Statement of Financial Position

(expressed in Canadian dollars)

As at As at
September 30, December 31,
Notes 2011 2010
(note 25)

Assets
Current assets:

Cash and cash equivalents 3 723,894 223,441

Amounts receivable 4 110,879 52,521

Prepaid expenses 57,369 1,500
Total current assets 892,143 277,462
Non-current assets:

Reclamation bond 6 19,700 -

Exploration advances 5 3,803 -

Other assets 17 25,000 -
Total non-current assets 48,503 -
Total assets 940,646 277,462
Liabilities and shareholders' equity
Current liabilities:

Accounts payable and accrued liabilities 8 386,360 145,424

Provisions 9 237,330 217,017

Borrowings - -
Total current liabilities 623,690 362,441
Deferred tax liability 10 10,882 -
Total Liabilities 634,572 362,441
Shareholders' equity
Share capital 11 15,961,786 14,321,789
Contributed surplus 11 1,321,222 1,160,480
Other reserves 6,219 531
Deficit (18,607,114) (16,507,173)

(1,317,887) (1,024,373)

Shares of wholly owned subsidiary to be issued 20 86,700 -
Non-controlling interest 20 1,537,261 939,394
Total non-controlling interest 1,623,961 939,394
Total shareholders' equity 306,074 (84,979)
Total liabilities and shareholders' equity 940,646 277,462
Contingencies
Nature of operations and going concern 1

The notes to the unaudited interim consolidated financial statements are an integral part of these statements

Approved by the Board of Directors:

signed "Robin Dow" signed "Robert W. Schellenberg, Jr."

Director Director



Galahad Metals Inc.
(a Development Stage Company)
Unaudited Interim Consolidated Statement of Comprehensive Loss

(expressed in Canadian dollars)
Three months ended
September 30

Three months ended

September 30

Nine months ended
September 30

Nine months ended
September 30

Notes 2011 2010 2011 2010
(Note 25)
Expenses
Management and Director fees 16 41,250 8,000 177,250 49,500
Promotion & investor conference 70,274 37,070 164,834 91,119
Regulatory, exchange, AGM, press release and
transfer agent fees 14,077 18,313 53,296 39,705
Professional fees 210,041 49,442 540,054 87,672
General and administrative 14 36,207 16,527 134,881 53,479
Stock option expense 13 30,345 171,323 160,742 250,099
Exploration and evaluation expenditures 7 298,227 10,399 962,029 384,417
Compensation shares 20 1,700 - 86,700 -
Part XI1.6 tax 9 7,018 3,160 20,352 22,349
(709,139) (314,234) (2,300,138) (978,340)
Other income and expenses
Other income - 20,207 37,495 20,207
Finance costs (88) - (1,033) (25,920)
Foreign exchange loss (3,380) 459 (4,562) 861
(3,468) 20,666 31,900 (4,852)
Net loss before tax for the year (712,607) (293,568) (2,268,238) (983,192)
Recovery of future income taxes 10 6,833 - 29,419 -
Net loss for the year (705,774) (293,568) (2,238,819) (983,192)
Other comprehensive loss for the period
Foreign currency translation adjustment (5,985) - (5,175) -
Total Comprehensive loss for the period (699,789) (293,568) (2,233,644) (983,192)
Net loss attributable to:
Owners of the parent (590,284) (293,568) (2,099,941) (983,192)
Non-controlling interest (115,490) - (138,878) -
Net loss for the period (705,774) (293,568) (2,238,819) (983,192)
Total Comprehensive loss attributable to:
Owners of the parent (584,598) (293,568) (2,095,065) (983,192)
Non-controlling interest (115,191) - (138,579) -
Total Comprehensive loss (699,789) (293,568) (2,233,644) (983,192)
Earnings per share
Loss per common share:
Basic and diluted 15 (0.01) (0.01) (0.04) (0.05)
Weighted average number of common shares outstanding:
Basic and diluted 49,269,866 21,395,146 49,269,866 21,395,146

Nature of operations and going concern 1

The notes to the unaudited interim consolidated financial statements are an integral part of these statements



Galahad Metals Inc.
(a Development Stage Company)

Unaudited Consolidated Statement of Changes in Equity

(expressed in Canadian dollars)

Reserves

Accumulated other
comprehensive

Attributable to

Non controlling interest
(Bottle Creek

Non controlling interest

Share Capital income Contributed surplus Deficit owners of the parent Exploration) (Red Ore Gold) Total
Balance at 1 January 2010 12,878,229 - 838,172 (14,278,714) (562,313) - - (562,313)
Net loss for the year - - - (2,854,462) (2,228,459) (626,004) - (2,854,462)
Cumulative translation adjustment - 885 - - 531 354 - 885
Issuance of common shares for cash 783,594 - - - 783,594 - - 783,594
Issuance of flow-through common shares 555,600 - - - 555,600 - - 555,600
Common shares issued for mineral properties 16,000 - - - 16,000 - - 16,000
Common shares issued on settlement of debt 154,866 - - - 154,866 - - 154,866
Stock options granted - - 322,308 - 322,308 - - 322,308
Incorporation of subsidiary - - - - - 1,565,045 - 1,565,045
Cost of issuance of common shares (66,500) - - - (66,500) - - (66,500)
Balance at 31 December 2010 14,321,789 885 1,160,480 (17,133,176) (1,024,373) 939,394 - (84,979)
Net loss for the period - - - (2,238,819) (2,099,941) (82,525) (56,353) (2,238,819)
Cumulative translation adjustment - 5,987 - - 5,688 - 299 5,987
Cummulative translation adjustment from subsidiary NCI - - - - - 3,580 - 3,580
Issuance of common shares for cash 1,074,697 - - - 1,074,697 - - 1,074,697
Issuance of flow-through common shares 564,200 - - - 564,200 - - 564,200
Issuance of common shares for property 8,000 - - - 8,000 - - 8,000
Common shares issued by a subsidiary - - - - - - 86,700 86,700
Common shares to be issued by a subsidiary - - - - - - 476,850 476,850
Additional contribution by non-controlling interest - - - - - 256,015 - 256,015
Stock options granted - - 160,742 - 160,742 - - 160,742
Cost of issuance of common shares (6,900) - - - (6,900) - - (6,900)
Balance at 30 September 2011 15,961,786 6,872 1,321,222 (19,371,995) (1,317,887) 1,116,464 507,496 306,074

The notes to the unaudited interim consolidated financial statements are an integral part of these statements



Galahad Metals Inc.
(a Development Stage Company)
Unaudited Consolidated Statement of Changes in Equity

(expressed in Canadian dollars)

Reserves Attributable to Attributable to
Share Capital Other reserves Contributed surplus Deficit owners of the parent Non controlling interest Total
Balance at 1 January 2010 12,878,229 - 838,172 (14,278,714) (562,313) (562,313)
Net loss and comprehensive loss for the period - - - (983,193) (983,193) (983,193)
Issuance of common shares for cash 699,114 - - - 699,114 699,114
Issuance of flow-through common shares 175,000 - - - 175,000 175,000
Common shares issued for mineral properties 11,000 - - - 11,000 11,000
Common shares issued on exercise of stock options - - - - - -
Common shares issued on settlement of debt 154,866 - - - 154,866 154,866
Stock options granted - - 250,100 - 250,100 250,100
Cost of issuance of common shares (18,600) - - - (18,600) (18,600)
Balance at 30 September 2010 13,899,609 - 1,088,272 (15,261,907) (274,026) (274,026)

The notes to the unaudited interim consolidated financial statements are an integral part of these statements



Galahad Metals Inc.
(a Development Stage Company)

Unaudited Interim Consolidated Statements of Cash Flow

(expressed in Canadian dollars)

Cash flow from operating activities

Net loss for the period before tax

Adjustments to reconcile loss to net cash used in operating activities:

Unrealized foreign exchange gain
Finance costs
Shares issued for interest
Common shares issued as compensation
Recovery of future income taxes
Stock based compensation expenses
Accretion on convertible debt

Change in non-cash working capital items:
Amounts receivable
Prepaid expenses
Reclamation bond
Part XII.6 tax payable
Deferred tax liability
Accounts payable and accrued liabilities

Cash generated from operations
Income tax paid
Total cash (outflows) from operating activities
Cash flows from investing activities
Exploration advances
Subsidiary IPO costs capitalized to other assets
Total cash (outflows) from investing activities
Cash flows from financing activities
Finance costs
Issuance of common shares and warrants for cash
Issuance of subsidiary common shares and warrants for cash
Contributions by non controlling interest
Share issue costs
Total cash inflows from financing activities
Effect of foreign exchange on cash
Total increase (decrease) in cash during the period

Cash and cash equivalents - Beginning of period

Cash and cash equivalents - End of period

to the unaudited interim consolidated financial statements are an integral part of these s

Nine month period
Ending September 30

Nine month period
Ending September 30

2011 2010
$ $

(2,238,819) (983,192)
2,983 (861)
1,033 25,920

- 9,000

86,700 -
(29,419) -
160,742 250,099

- 9,987
(58,358) (49,410)
(55,869) 1,375
(19,700) -
20,352 22,350
10,882 -
240,936 (161,166)
(1,878,538) (875,898)
(1,878,538) (875,898)
(3,808) 17,483
(25,000) -
(28,808) 17,483
(1,033) (25,920)
1,679,196 1,089,114
476,850 -
256,015 -
(6,900) (18,600)
2,404,128 1,044,594
3,670 -
496,783 186,179
223,441 24,949
723,894 211,128




Galahad Metals Inc.

Notes to the Consolidated Financial Statements
September 30, 2011 and 2010

(Expressed in Canadian Dollars)

1.

Nature of operations and going concern
Nature of operations

Galahad Metals Inc. (the "Company" or “Galahad”) was incorporated under the name “Phoenix Matachewan
Mines Inc” under the laws of the Province of Ontario by Articles of Incorporation dated September 1, 2000. During
2000, Patrician Diamonds Inc. (formerly Patrician Consolidated Gold Mines Ltd.), a related party, received
shareholder approval to transfer all of its property assets and cash of $150,284 to the Company in exchange for
183,755 common shares and 57,219 warrants for common shares of the Company. On December 3, 2008, at a
Special meeting of the Company, the shareholders approved a ten-for-one consolidation of the shares of the
Company and approval to change the name of the Company from Phoenix Matachewan Mines Inc. to Galahad
Metals Inc. On December 30, 2008, the Company obtained the required regulatory approvals for the share
consolidation and name change.

On August 24, 2010, Bottle Creek Exploration LLC (the “subsidiary” or “BCE”) a 60% owned subsidiary of Galahad
was registered in the State of Nevada under the laws governing limited liability companies in the State of Nevada.
The principal place of business of BCE is 1 East Liberty Street, Suite 424, Reno, Nevada 89501. Galahad holds a
60% interest in the subsidiary with Golden Gryphon USA Inc. holding the remaining 40% interest.

On January 13, 2011, Red Ore Gold Inc. a fully owned subsidiary of the Company was incorporated under the
British Columbia Corporations Act. Galahad’s Board of Directors has approved the transfer of its interest in Bottle
Creek Exploration LLC to Red Ore Gold Inc. Red Ore Gold Inc. will be responsible for funding any future
exploration performed on this property. The Board'’s of Galahad and Red Ore have approved to proceed with an
initial public offering of Red Ore Gold Inc. In consideration, Galahad will receive 8,838,938 common shares of Red
Ore (the “Consideration Shares”), at a deemed price of $0.50 per Consideration Share.

The Group is made of development stage junior mining companies engaged in the identification, acquisition,
evaluation and exploration of precious and base metals with mineral properties in Canada and the United States.
At the date of these financial statements the Group has not determined whether the properties contain mineral
reserves that are economically recoverable. The recoverability of amounts recorded for mineral exploration
properties and deferred exploration expenditures is dependent upon the discovery of economically recoverable
reserves, the ability of the Group to obtain the necessary financing to complete the development of economically
recoverable reserves, the ability of the Group to obtain the necessary financing to complete the development of
these reserves and upon attaining future profitable production from the properties or sufficient proceeds from
disposition of the properties.

Galahad’'s common shares are listed on the TSX Venture Exchange under the symbol GAX. As at September 30,
2011, Red Ore Gold Inc. and Bottle Creek Exploration LLC's common shares were not listed on any exchange.
The primary office of the Group is located at 2746 St Joseph Blvd Suite 100, Orleans, Ontario, Canada, K1C1G5.

The unaudited consolidated interim financial statements were approved by the Board of Directors on November
28, 2011.

Going concern

These interim consolidated financial statements have been prepared using International Financial Reporting
Standards applicable to a going concern which assumes that the Group will be able to continue its operations for
the foreseeable future and will be able to realize its assets and discharge its liabilities in the normal course of
business.

Several conditions cast substantial doubt on the validity of this assumption. From inception to date, the Group has
incurred losses from operations and has had negative cash flow from operating activities. As at September 30,
2011, the Group had total cash of $723,894 (December 2010 - $223,441) of which $215,480 (December 2010 —
$192,429) is restricted (see note 3) to direct exploration costs in Canada and $117,083 (December 2010 - $1,102)
reserved for exploration in Nevada. The Group requires additional funding to be able to further its existing
exploration projects and to meet ongoing requirements for general operations. The recovery of costs incurred to
date on mineral properties is dependent upon the existence of economically recoverable reserves, the ability of
the Group to obtain the necessary financing to complete exploration and development of its properties and
generation of profitable operations in the future, or proceeds from disposition of the properties and deferred
exploration expenditures.

While Management has been successful in obtaining sufficient funding for its operating, capital and exploration
requirements from the inception of the Group to date there is, however, no assurance that additional funding will
be available to the Group or that when it is required it will be available on terms which are acceptable to
Management.



Galahad Metals Inc.

Notes to the Consolidated Financial Statements
September 30, 2011 and 2010

(Expressed in Canadian Dollars)

1. Nature of operations and going concern — (continued)
These interim consolidated financial statements do not reflect any adjustments to the carrying values of assets
and liabilities and the reported expenses and balance sheet classification that would be necessary if the going
concern assumption were not appropriate and such adjustments could be material.

2. Significant accounting policies

Basis of accounting

Galahad Metals Inc. and its subsidiary are presenting unaudited interim consolidated financial statements as of
and for the three and nine month periods ended September 30, 2011.

The unaudited interim consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRSs”), IAS 34 Interim Financial Reporting as issued by the International
Accounting Standards Board (“IASB”). The financial information is prepared under the historical cost convention
and in accordance with the recognition and measurement principles contained within IFRSs. IFRS 1 First-Time
Adoption of IFRS has been applied and the impact of the transition from Canadian GAAP to IFRS is explained in
note 25.

Overall consideration and first time adoption of IFRS

The Group’s unaudited interim consolidated financial statements have been prepared using accounting policies
specified by those International Financial Reporting Standards (IFRS) that are in effect for the three and nine
month periods ended September 30, 2011 (reporting period).

The significant accounting policies that have been applied in the preparation of these unaudited interim
consolidated financial statements are summarized below.

The accounting policies have been used throughout all periods presented in these unaudited interim consolidated
financial statements, except where the Group has applied certain accounting policies and exemptions upon
transition to IFRS. The exemptions applied by the Group and the effects of the transition to IFRS are presented in
note 25.

Presentation of consolidated financial statements in accordance with IAS 1.

The unaudited interim consolidated financial statements are presented in accordance with IAS 1 Presentation of
Financial Statements. The Group has elected to present the Statement of Comprehensive loss in one statement.

Statement of Compliance and Conversion to International Financial Reporting Standards (“IFRS")

These are the Group’s first IFRS interim unaudited consolidated financial statements to be presented in
accordance with IFRS as issued by the International Accounting Standards Board (“IASB”) for the period ending
September 30, 2011. IFRS 1 First-Time Adoption of IFRS has been applied. Given that this is the Group’s first set
of interim consolidated financial statements since adoption of IFRS, the Group has applied IFRS and the impact of
the transition from Canadian GAAP to IFRS is explained in Note 25.

Basis of presentation

These interim unaudited consolidated financial statements have been prepared on a historical cost basis except
for the revaluation of certain financial instruments. In addition these financial statements have been prepared
using the accrual basis of accounting except for cash flow information.

Basis of Consolidation

The Group’s financial statements consolidate those of the parent company and its subsidiaries as at September
30, 2011. Red Ore Gold Inc. and Bottle Creek Exploration LLC have reporting dates of October 31, 2011 and
September 30, 2011, respectively.

The financial statements of the subsidiaries are prepared using consistent accounting policies as the parent. All
intra-group balances, income and expenses and unrealized gains and losses resulting from intra-group
transactions are eliminated in full.

The subsidiaries are fully consolidated from the date of acquisition, that being the date on which Galahad obtains
control and continues to be consolidated until the date that such control ceases.



Galahad Metals Inc.

Notes to the Consolidated Financial Statements
September 30, 2011 and 2010

(Expressed in Canadian Dollars)

2.

Significant accounting policies — (continued)

Red Ore Gold Inc.’s subsidiary Bottle Creek Exploration LLC has a 40% minority interest owned by a company at
arm’s length with Galahad and its subsidiary. The Minority interest represents the portion of the subsidiary’s profit
or loss and net assets which are not held by the Group. If losses in the subsidiary applicable to a minority interest
exceed the minority interest in the subsidiaries equity, the excess is allocated to the majority interest except to the
extent that the minority has a binding legal obligation and is able to cover the losses.

Use of estimates

The preparation of the interim consolidated financial statements in conformity with International Financial
Reporting Standards requires Management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the interim consolidated
financial statements and the reported amounts of revenues and expenses during the reporting periods. Actual
results could differ from those estimates.

These interim unaudited consolidated financial statements include estimates that, by their nature are uncertain.
The impact of such estimates is pervasive throughout the 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 and future periods if the revision affects both current and future periods. These estimates
are based on historical experience, current and future economic conditions and other factors, including
expectation of future events that are believed to be reasonable under the circumstances.

Significant estimates about the future that Management has used in the preparation of these interim consolidated
financial statements that could result in a material adjustment to the carrying amount of assets and liabilities, in the
event that actual results differ from assumptions made, relate to but are not limited to the following:

e  The recoverability of accounts receivable that are included in the interim consolidated statement of
financial position;

e  The provision for income tax and the composition of future income tax assets and liabilities in the
consolidated statement of financial position;

. Management’'s assumption of no material restoration, rehabilitation and environmental obligations,
based on the facts and circumstances that existed during this reporting period;

. Management’'s assumption that activities relating to its exploration and evaluation properties have not
yet reached a stage where the Group’s activities permits a reasonable assessment of reserves and
therefore all exploration and evaluation expenditures incurred during this reporting period are reflected
in consolidated statement of loss;

e  The impairment of assets that are included in the interim consolidated statement of financial position;

. Contingencies listed in the notes to the interim unaudited consolidated financial statements will only be
resolved when one or more future events occur or fail to occur. Management's assessment of
contingencies inherently involves the exercise of significant judgment and estimates of the outcome of
future events.

Cash

Cash in the statement of consolidated financial position comprised of cash at banks. The Group’s cash is invested
with major financial institutions in business accounts. The Group does not invest in any asset-backed
deposits/investments.

Exploration and evaluation expenditures

Exploration and evaluation expenditure relates to costs incurred on the exploration and evaluation of potential
mineral reserves and resources and includes costs such as exploratory drilling and sample testing and the costs
of pre-feasibility studies. Exploration and evaluation expenditures for each area of interest are expensed in the
year in which they are incurred.

Purchased exploration and evaluation assets are expensed at their cost of acquisition or at fair value if purchased
as part of a business combination.

Impairment
Mining property assets are assessed for impairment when facts and circumstances suggest that the carrying
amount of the asset may exceed its recoverable amount. When facts and circumstances suggest that the carrying

amount exceeds the recoverable amount, the Group measures, presents and discloses any resulting impairment
loss in the consolidated statement of comprehensive loss.

10



Galahad Metals Inc.

Notes to the Consolidated Financial Statements
September 30, 2011 and 2010

(Expressed in Canadian Dollars)

2.

Significant accounting policies — (continued)

If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). Where the asset does not generate cash flows that are independent from other
assets, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognized for the
asset (cash-generating unit) in prior periods. A reversal of an impairment loss is recognized as income
immediately.

Mining properties options agreements

From time-to-time the Group may acquire or dispose of mining properties pursuant to the terms of options
agreements. Due to the fact that options are exercisable entirely at the discretion of the optionee, the amounts
payable or receivable are not recorded in the consolidated statement of financial position. Option payments are
recorded as mining properties costs or recoveries when the payments are made or received.

Tax credits and mining rights receivable

For tax credits and mining rights receivable relating to eligible exploration expenditures, the Group has elected the
policy of including them in “other income” in the period in which it is more likely than not that the Group will be
receiving the tax credit or mining rights receivable.

Foreign currency translation

The consolidated financial statements are presented in Canadian dollars (“$” or “C$”"), which is the functional and
presentation currency for Red Ore. The functional for Bottle Creek Exploration LLC is the United States dollar
(“US$").

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at period-end exchange rates of monetary assets and liabilities denominated
in foreign currencies are recognized in the consolidated statement of comprehensive loss.

Non-monetary items measured at historical cost are translated using the exchange rates at the date of the
transaction and are not retranslated.

In the Group’s consolidated financial statements all assets and liabilities of its subsidiary are translated at the
yearend exchange rate into Canadian dollars upon consolidation. Income and expenditure amounts are
translated into Canadian dollars at the average exchange rate for the year. All exchange differences arising from
the translation into the reporting currency are recorded in the cumulative translation account as part of other
comprehensive income in the statement of comprehensive loss.

Segment reporting

In identifying its operating segments, Management generally follows the geographical location of the Group’s
projects, which represents the main zones in which the Company has operations.

The activities undertaken by all of the operating segments are exploration and evaluation of mineral resources.
Each of these operating segments is managed separately as each of these segments requires resources
allocated specifically to the projects as well as different marketing approaches for potential joint ventures and
financings.

Corporate assets, liabilities as well as profit and loss, which are not directly attributable to the business activities

of any operating segment are not allocated to a segment. In the financial periods under review, this primarily
applies to the Group’s head office in Ottawa.

11



Galahad Metals Inc.

Notes to the Consolidated Financial Statements
September 30, 2011 and 2010

(Expressed in Canadian Dollars)

2.

Significant accounting policies — (continued)
Provisions

A provision is recognized when the Group has a present legal or constructive obligation as a result of a past
event, it is probable that an outflow of economic benefits will be required to settle the obligation and the amount of
the obligation can be reliably estimated. If the effect is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money
and where appropriate, the risks specific to the liability. Timing or the amount of the outflow may still be uncertain.

Provisions are measured at the estimated expenditure required to settle the present obligation, based on the most
reliable evidence available at the reporting date, including the risks and uncertainties associated with the present
obligation. If the effect is material, provisions are determined by discounting the expected future cash flows at a
pre-tax rate that reflects current market assessments of the time value of money and where appropriate, the risks
specific to the liability.

A provision for onerous contracts is recognized when the expected benefits to be derived by the Group from a
contract are lower than the unavoidable cost of meeting its obligations under the contract.

Any reimbursement that the Group can be virtually certain to collect from a third party with respect to the
obligation is recognized as a separate asset. However the asset may not exceed the amount of the related
provision.

All provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are
not recognized for future operating losses.

Restoration, rehabilitation and environmental obligations

A legal or constructive obligation to incur restoration, rehabilitation and environmental costs may arise when
environmental disturbance is caused by the exploration, development and ongoing production of a mineral
property interest. Such costs arising from the decommissioning of plant and other site preparation work,
discounted to their net present value, are provided for and capitalized at the start of each project to the carrying
amount of each asset, as soon as the obligations to incur such costs arise. Discount rates using a pre-tax rate
that reflects the time value of money are used to calculate the net present value. The costs are charged against
the profit and loss over the economic life of the related asset through amortization, using either a unit-of-
production or the straight line method as appropriate.

The related liability is adjusted for each period for the unwinding of the discount rate and for changes to the
current market-based discount rate, amount of timing of the underlying cash flows needed to settle the obligation.

Costs of restoration of subsequent site damage that is created by the ongoing basis during production are
provided for at their net present values and charged against profits as extraction progresses

The Group had provisions of $237,330 as at September 30, 2011 and $217,017 as at December 31, 2010 (note
9).

Contingencies

By their nature, contingencies will only be resolved when one or more future events occur or fail to occur. The
assessment of contingencies inherently involves the exercise of significant judgment and estimates of the
outcome of future events.

Equity reserves

Share capital represents the nominal value of the shares issued.

Contributed Surplus includes any stock option credits and other share based remuneration issued to Directors,
Officers and Contractors.

Any transaction costs associated with the issuing of shares are deducted from share capital, net of any related
income tax benefit.

Accumulated comprehensive income includes all transactions recorded in other comprehensive income/loss on
an accumulated basis.

Non controlling interest includes the portion of the consolidated loss belonging to the non controlling interest of the
Company’s subsidiaries, Bottle Creek Exploration LLC and Red Ore Gold Inc.

12



Galahad Metals Inc.

Notes to the Consolidated Financial Statements
September 30, 2011 and 2010

(Expressed in Canadian Dollars)

2.

Significant accounting policies — (continued)
Deficit includes all current and prior period losses.
Warrants

Proceeds received on the issuance of units, consisting of common shares and warrants, are allocated entirely to
common shares.

Share-based payments

Where equity-settled share options are awarded to employees, the fair value of the options at the date of grant is
charged to the statement of comprehensive loss/income over the vesting period. Performance vesting conditions
are taken into account by adjusting the number of equity instruments expected to vest at each reporting date so
that ultimately, the cumulative amount recognized over the vesting period is based on the number of options that
eventually vest. Non-vesting conditions and market vesting conditions are factored into the fair value of the
options granted. As long as all other vesting conditions are satisfied a charge is made irrespective of whether
these vesting conditions are satisfied. The cumulative expense is not adjusted for failure to achieve a market
vesting condition or where a non-vesting condition is not satisfied.

Where the terms and conditions of options are modified before they vest, the increase in the fair value of the
options, measured immediately before and after the modification, is also charged to the statement of
comprehensive loss/income over the remaining vesting period.

Where equity instruments are granted to employees, they are recorded at the fair value of the equity instrument
granted at the grant date. The grant date fair value is recognized in the statement of comprehensive loss over the
vesting period, described as the period during which all the vesting conditions are to be satisfied.

Where equity instruments are granted to non-employees, they are recorded at the fair value of the goods or
services received in the statement of comprehensive loss, unless they are related to the issuance of shares.
Amounts related to the issuance of shares are recorded as a reduction of share capital.

When the value of goods or services received in exchange for the share-based payment cannot be reliably
estimated, the fair value of the equity instruments issued is measured by the use of a valuation model. The
expected life used in the model is adjusted, based on Management's best estimate, for the effects of non-
transferability, exercise restrictions, and behavioral considerations.

All equity-settled share-based options are reflected in contributed surplus until exercised. Upon exercise, shares
are issued from treasury and the amount reflected in contributed surplus is credited to share capital, adjusted for
any consideration paid.

Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures when vesting
conditions are not satisfied, the Group immediately accounts for the cancellation as an acceleration of vesting and
recognizes the amount that otherwise would have been recognized for services received over the remainder of
the vesting period. Any payment made to the employee on the cancellation is accounted for as the repurchase of
an equity interest, except to the extent the payment exceeds the fair value of the equity instrument granted,
measured at the repurchase date. Any such excess is recognized as an expense.

Flow through shares

Flow-through shares are a unique Canadian tax incentive. They are the subject of specific guidance under US
GAAP but there is no equivalent IFRS guidance. Therefore; the Group has adopted a policy whereby flow-through
proceeds are allocated between the offering of the common shares and the sale of tax benefits when the common
shares are offered. The allocation is made based on the difference between the quoted price of the common
shares and the amount the investor pays for the flow-through shares. A future tax liability is recognized for the
premium paid by the investors and is then recognized as a future income tax recovery in the period of
renunciation if the Group has sufficient unrealized tax losses and deductions.

Income taxes
Income tax expense comprises of current and deferred tax. Current tax and deferred tax are recognized in the

statement of comprehensive loss except to the extent that it relates to a business combination or items
recognized directly in equity or in other comprehensive income/loss.
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Galahad Metals Inc.

Notes to the Consolidated Financial Statements
September 30, 2011 and 2010

(Expressed in Canadian Dollars)

2.

Significant accounting policies — (continued)

Current income taxes are recognized for the estimated income taxes payable or receivable on taxable income or
loss for the current year and any adjustment to income taxes payable in respect of previous years. Current
income taxes are determined using tax rates and tax laws that have been enacted or substantively enacted by the
year-end date.

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability differs from its
tax base, except for taxable temporary differences arising on the initial recognition of goodwill and temporary
differences arising on the initial recognition of an asset or liability in a transaction which is not a business
combination and at the time of the transaction affects neither accounting nor taxable profit or loss.

Recognition of deferred tax assets for unused tax losses, tax credits and deductible temporary differences is
restricted to those instances where it is probable that future taxable profit will be available against which the
deferred tax asset can be utilized. At the end of each reporting period the Group reassesses unrecognized
deferred tax assets. The Group recognizes a previously unrecognized deferred tax asset to the extent that it has
become probable that future taxable profit will allow the deferred tax asset to be recovered.

Loss per share

Basic earnings/loss per share is computed by dividing the net income or loss applicable to common shares of the
Company by the weighted average number of common shares outstanding for the relevant period.

Diluted earnings/loss per common share is computed by dividing the net income or loss applicable to common
shares by the sum of the weighted average number of common shares issued and outstanding and all additional
common shares that would have been outstanding, if potentially dilutive instruments were converted.

Financial instruments

Financial Assets

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or loss,
loans and receivables, held-to-maturity, available for sale or held for trading, as appropriate. The Group

determines the classification of its financial asset at the initial recognition.

All financial assets are recognized initially at fair value plus, in the case of investments not at fair value through
profit and loss, directly attributable transaction costs.

Purchases or sales of financial assets that require the delivery of assets within a time frame established by
regulation or convention in the marketplace are recognized on the trade date.

The Group’s financial assets include cash and amounts receivables.

Subsequent measurement

a) Financial assets at fair value through profit and loss

Financial assets at fair value through profit and loss includes financial assets held for trading and financial assets
designated upon initial recognition at fair value through profit and loss. Financial assets are classified as held for
trading if they are acquired for the purpose of selling or repurchasing in the near term. Financial assets at fair
value through profit and loss are carried in the statement of financial position at fair value with changes in fair
value recognized in finance income or finance cost in the statement of comprehensive income.

The Group has designated cash upon initial recognition as at fair value through profit or loss.

b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. After initial measurement such financial assets are subsequently measured at amortized cost
using the effective interest rate method less impairment. Amortized cost is accounted by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the effective interest rate. The
amortization is included in finance income in the statement of comprehensive income. The losses arising from
impairment are recognized in the statement of comprehensive income in finance costs.

The Group has designated amounts receivable as loans and receivables.
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(Expressed in Canadian Dollars)

2. Significant accounting policies — (continued)

A financial asset (or, where applicable a part of a financial asset or part of a group of financial assets) is
derecognized when:

The rights to receive cash flows from the asset have expired; and

The Group has transferred its rights to receive cash flows from the asset or has assumed the obligation to
pay the received cash flows in full without material delay to a third party under “pass-through” arrangement; and
either, a) the company has transferred substantially all of the risks and rewards of the asset, or b) the company
has neither transferred nor retained substantially all of the risks and rewards of the asset, but has transferred
control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a “pass-
through” arrangement and has neither transferred nor retained substantially all of the risks or rewards of the
asset, nor has it transferred control of the asset, the asset is recognized to the extent of the Group’s continuing
involvement with the asset.

In that case, the Group will also recognize an associated financial liability. The transferred asset and associated
liability are measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.

Impairment of financial assets

The Group assess at the reporting date whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or group of financial assets is deemed to be impaired if and only
if, there is objective evidence of impairment as a result of one or more events that have occurred after the initial
recognition of the asset and the loss event has an impact on the estimated future cash flows of the financial asset
or group of financial assets that can be reliably estimated. Evidence of impairment may include indicators that the
debtor is experiencing significant financial difficulties, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial reorganizations and where observable data indicates
that there is a measurable decrease in the estimated cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

For financial assets carried at amortized cost, the Group first assess individually whether objective evidence of
impairment exists individually for financial assets which are individually significant, or collectively for financial
assets which are not individually significant. Assets which are individually assessed for impairment for which an
impairment loss is, or continues to be, recognized are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as
the difference between the carrying amount of the asset and the present value of the estimated cash flows. The
present value of the estimated future cash flows is discounted at the financial asset’s original effective interest
rate. The carrying amount of the asset is reduced through the use of an allowance account and the amount of the
loss is recognized in the statement of comprehensive income. If in a subsequent year, the amount of the
estimated impairment loss increases or decreases because of an event occurring after the impairment was
recognized, the previously recognized impairment loss is increased or decreased by adjusting the allowance
account. If a future write-off is later recovered, the recovery is credited to finance costs in the statement of
comprehensive loss.

Financial liabilities
Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or
loss, or as loans and borrowings. The Group determines the classification of its financial liabilities at the initial

recognition, as appropriate.

All financial liabilities are measured at fair value plus, in the case of loans and borrowings, directly attributable
transaction costs.

The Group’s financial liabilities includes, accounts payable and accrued liabilities, provisions, deferred tax liability
and borrowings.

Subsequent measurement

The measurement of financial liabilities depends on their classification as follows:
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2.

Significant accounting policies — (continued)
a) Loans and borrowings

After initial recognition loans and borrowings are subsequently measured at amortized cost using the effective
interest rate method. Gains and losses are recognized in the statement of comprehensive income when a
financial liability is derecognized, as well as through the amortization process. Amortization process is calculated
by taking into account any discount or premium paid on acquisition and fees or costs that are an integral part of
the effective interest rate. The amortization is included in finance costs in the statement of comprehensive
income.

The Group has designated accounts payable and accrued liabilities and amounts due to the parent company as
loans and borrowings.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms or
terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability and the difference in the respective
carrying amounts is recognized in the profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of financial
position if and only if, there is a currently enforceable legal right to offset the recognized amounts and there is
intention to settle on a net basis or to realize the asset and settle the liability simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting date is determined by
reference to quoted market prices or dealer price quotations, without any deductions for transaction costs.

For financial instruments not traded in an active market the fair value is determined using appropriate valuation
techniques. Such techniques may include using recent arms length market transactions, reference to the current
fair value of a similar instrument, discounted cash flow analysis or other valuation model.

Financial instruments recorded at fair value on the statement of financial position are classified using a fair value
hierarchy that reflects the significance of the inputs used in making the measurements. The fair value hierarchy
has the following levels:

Level 1 — valuation based on quoted market prices in active markets for identical assets and liabilities.
Level 2 — valuation techniques based on inputs other than quoted prices included in level 1 that are
observable for the asset or liability, either directly or indirectly.

Level 3 — valuation techniques using inputs for the asset or liability that are not based on observable
market data.

Cash recognized in the consolidated statement of financial position at fair value is classified following level 1.
Standards, Amendments and Interpretations Not Yet Effective

The following new standards, new interpretations and amendments to standards and interpretations have been
issued but are not effective for the financial year beginning January 1, 2011 and have not been early adopted:

The following new standards, new interpretations and amendments to standards and interpretations have been
issued but are not effective for the financial year beginning January 1, 2011 and have not been early adopted:

1) IFRS 7, Financial Instruments: Disclosures, amendments regarding Disclosures — Transfers of Financial
Assets:

The amendments introduce new disclosure requirements about transfers of financial assets including disclosures
for:

« financial assets that are not derecognised in their entirety; and

o financial assets that are derecognised in their entirety but for which the entity retains continuing involvement.
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2. Significant accounting policies — (continued)

The amendments are effective for annual periods beginning on or after 1 July 2011. The Group is currently

evaluating the impact that the application of the new standard may have on the presentation of its financial

position and results of operations.

2) IFRS 9, Financial Instruments:

This amendment addresses the classification and measurement of financial assets. IFRS 9 is the first standard

issued as part of a wider project to replace IAS 39. IFRS 9 retains but simplifies the mixed measurement model

and establishes two primary measurement categories for financial assets: amortized cost and fair value. The basis
of classification depends on the entity’s business model and the contractual cash flow characteristics of the
financial asset. The guidance in IAS 39 on impairment of financial assets and hedge accounting continues to
apply. Application of IFRS 9 is mandatory for annual periods beginning on or after January 1, 2013. The Group is
currently evaluating the impact that the application of the new standard may have on the presentation of its
financial position and results of operations.
3. Cash position
As at September 30, 2011 As at December 31, 2010
(CAD $) (CAD %)
Cash 391,331 29,910
Restricted cash (a) 215,480 192,429
Reserved cash (b) 117,083 1,102
Total Cash 723,894 223,441

(a) Restricted cash is funds which have been raised in private placements through the issuance of flow through
shares. All funds raised by the Group through the issuance of flow through shares are restricted in use for
exploration and evaluation activities in Canada.

(b) Reserved cash is funds which have been raised in private placements of Red Ore Gold Inc. (“RXX") as well
as contributions made by RXX and Golden Gryphon Exploration USA into Bottle Creek Exploration LLC. All
funds reserved are to be used in the exploration and evaluation of mineral properties located in the USA.

Cash earns interest at floating rates based on the daily bank deposit rates.

As at September 30, 2011, US$166,731 was included in the cash of the Group. This amount has been translated

into C$ at using the closing exchange rate on September 30, 2011.

4, Amounts receivable
As at September 30, 2011 As at December 31, 2010
(CAD $) (CAD %)
Sales tax receivable 43,420 47,442
Other receivables 37,494 965
Shared costs receivable 29,965 4,114
Total amounts receivable 110,879 52,521
Amounts receivable are non-interest bearing and are generally on 30-90 day terms.
5. Exploration advances

Exploration advances represent deposits paid for future exploration activities. The Group has exploration
advances as at September 30, 2011, of $ 3,803 (December 31, 2010 — NIL).
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(Expressed in Canadian Dollars)

6.

Reclamation Bond

On February 4, 2011, Bottle Creek Exploration LLC, a subsidiary of Galahad Metals Inc. remitted a bond in the
amount of US$ 18,794 to the Bureau of Land Management (“BLM”) in the United States. The bond was required
in order to obtain the right for disturbance of public land in Nevada at seventeen drill locations identified by the
Company. The bond does not relieve the Company of the potential environmental liabilities for improper disposal
of hazardous waste, unauthorized disposal of debris, the spilling of oil, noxious fluids and chemicals on the
ground. Once the drill program is completed and the status of the site reviewed by the BLM, the Company is
eligible to recover all or part of the bond remitted dependant on the existing condition of the drill site.
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7. Deferred exploration and evaluation expenditures

a) Mineral acquisition costs

Mineral acquisition costs by property:

Balance, January 1, 2010

Property acquisition and
staking
Shares issued for property

Cumulative mineral exploration property
costs expensed

Balance, December 31,2010

Property acquisition and
staking
Shares issued for property

Cumulative mineral exploration property
costs expensed

Regcourt Montrose Kellyn Gold Bottle Creek Ryepatch Pogonip Bargold Total
$ $ $ $ $ $ $ $
66,240 376 6,000 134,812 - - 207,428
5,000 - 11,000 - - - 16,000
(71,240) (376) (17,000) (134,812) - - (223,428)
44905 376 6,000 169,436 20,000 57,501 - 298,218
(44,905) (376) (6,000) (169,436) (20,000) (57,501) - (298,218)

Balance, September 30, 2011
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7. Deferred exploration and evaluation expenditures — (continued)

b) Exploration expenditures

Balance, January 1, 2010
Geology
Geophysical
Drilling
Sampling
Assaying
Report Preparation

Core storage
Cumulative exploration
expenditures

Balance, December 31, 2010
Geology
Geophysical
Geochemical
Drilling
Sampling
Assaying
Report Preparation
Logistics, travel and accomidations
Data

Core cutting, logging and storage
Cumulative exploration
expenditures

Balance, September 30, 2011

Regcourt Montrose Kellyn Gold Bottle Creek Ryepatch Pogonip Bargold Total

$ $ $ $ $ $ $
11,752 42,796 9,952 117,761 - - - 182,262
31,595 - - - - - - 31,595
241,676 142,645 - - - - - 384,321
- - 2,759 - - - - 2,759
11,473 20,826 - - - - - 32,298
15,966 375 7,575 - - - - 23,916
- 5,245 - - - - - 5,245
(312,462) (211,886) (20,286) (117,761) - - - (662,396)
47,611 10,086 100 109,045 - 400 1,800 169,042
37,871 - - 1,341 - - - 39,212
- - - 3,815 - - - 3,815
267,423 - - - - - 267,423
25,055 - - - - - 25,055
7,150 1,375 1,270 8,875 14,247 - 32,917
20,017 - - 3,661 5,983 5,583 - 35,245
37,925 - - 801 - 2,200 6,806 47,732
35,616 6,293 - 1,460 - - - 43,369
(478,668) (17,754) (100) (121,394) (14,858) (22,430) (8,606) (663,811)
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7.

Deferred exploration and evaluation expenditures — (continued)
Regcourt

On September 23, 2009, Galahad completed a term sheet leading to an option to purchase agreement with a local
Quebec prospector on 11 claims located in Vauquelin Township.

On February 23, 2010, the Group announced that it had acquired an additional 20 claims expanding the property
held by the Group by 464.47ha.

Under the terms of the agreement signed on February 25, 2010, the Group is required to pay $100,000 and issue
300,000 common shares on or before:

(@) $5,000 on completion of the compilation report,

(b) $5,000 and 100,000 common shares on the date of the approval by the Toronto Stock Exchange of the
transaction,

(c) $25,000 on the six month anniversary of the payment in (b),

(d) $30,000 and 100,000 common shares on the one year anniversary of the payment in (b)

(e) $30,000 and 100,000 common shares on the two year anniversary of the payment in (b)

The property is subject to a 2% NSR payable to the optionors, half of which can be purchased for $1,000,000.

At September 30, 2011, the Group has incurred cumulative exploration and evaluation expenditures of $ 523,573
on this project. As at September 30, 2011, no commercially viable mineral reserve has been found on this project
and as a result the Group has expensed the exploration and evaluation expenditures. The Group is planning to
determine a third drill program based on the results of the summer 2011, which is expected to occur in the first half
of 2012.

Montrose

The Group holds one mining lease in Montrose Township, Ontario. During 2001, the Group acquired the lease for
5,000 common shares and a 1% net smelter return royalty (“NSR”) on the property subject to the mining lease.

At September 30, 2011, the Group has incurred cumulative exploration and evaluation expenditures of $ 18,120
on this project. As at September 30, 2011, no commercially viable mineral reserve has been found on this project
and as a result the Group has expensed the exploration and evaluation expenditures. The Group is in the process
of budgeting a second drill program for this property.

Kellyn Gold

On January 21, 2009, the Group announced that it has optioned the Kellyn property (nine claims; 56 claim units)
from two local prospectors (the “Optionors”) in the Thunder Bay area.

Under the terms of the agreement, the Group is required to pay to the Optionors, subject to the approval of the
TSX-V, $6,000 and 100,000 shares of the Group upon signing and on the first, second and third anniversaries.
The property is subject to a 2% NSR payable to the Optionors, of which half can be purchased for $1,000,000.

On June 17, 2009, the Group has announced that it has staked and has optioned 2 additional claim blocks for its
high-grade gold prospect. Under the terms of the agreement the Group is required to pay a consideration of
$2,500 and the issuance of 75,000 shares of the Galahad Metals Inc.

At September 30, 2011, the Group has incurred cumulative exploration and evaluation expenditures of $6,100 on
this project. As at September 30, 2011, no commercially viable mineral reserve has been found on this project and
as a result the Group has expensed the exploration and evaluation expenditures. The Group is in the process of
finding a joint venture partner to continue exploration on the property.

Bottle Creek (held in Bottle Creek Exploration LLC.)

During March of 2005, the Galahad Metals Inc. (parent company) entered into an option agreement with Golden
Gryphon Explorations Inc. (“GGE") a private company incorporated in British Columbia. Under the terms of the
option agreement the Group was able to earn a 60% interest in the Bottle Creek epithermal gold-silver property in
Humboldt County, Nevada. Galahad was required to spend an aggregate of $2 million US on exploration of GGE's
land position over three years and was to pay GGE $450,000 US before the third anniversary of the agreement.
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7.

Deferred exploration and evaluation expenditures — (continued)

On October 29, 2007, Galahad Metals Inc. had completed the earn-in requirements with respect to the option
agreement with GGE by reaching the cumulative $2 million US exploration spending requirement and by providing
the final option payment of $200,000 US during October 2007.

On August 16, 2010, Galahad Metals Inc. had decreased its interests from approximately 1700 claims, with the
majority it owned at 50% interest, to 935 claims, where Galahad now owns a 60% interest.

On September 30, 2010, Galahad transferred its claims in the Bottle Creek property into Bottle Creek Exploration
LLC, a Nevada limited liability corporation. Galahad Metals Inc. owns 60% interest in the main zone and Golden
Griffon USA Inc. holds the remaining 40% interest in the main zone. Galahad owns 50% interest in claims held
outside the main zone and the remaining 50% are held by Golden Griffon USA Inc.

On February 22, 2011, Galahad Metals Inc.’s Board of Directors and Red Ore Gold Inc.’s Board of Directors
approved the transfer of Galahad's interest in the Bottle Creek Exploration LLC into Red Ore Gold Inc. in
exchange for 8,838,938 common shares of Red Ore Gold Inc.

At September 30, 2011, the Group has incurred cumulative exploration and evaluation expenditures of $ 290,830
on this project. As at September 30, 2011, no commercially viable mineral reserve has been found on this project
and as a result the Company has expensed the exploration and evaluation expenditures. Red Ore Gold is
currently in the process of completing its IPO in which it will raise funds to commence a drill program in the spring
of 2012.

Ryepatch (held in Red Ore Gold Inc.)

On April 20, 2011, the Group announced that it has signed a Letter of Intent (“LOI") with Gold Range Company
LLC (GRC) to explore and develop their Ryepatch gold-silver-tungsten-antimony property in Pershing County,
Nevada. The Rye Patch property, comprised of 75 unpatented lode claims and one patented lode claim, covers
approximately 1,500 acres and 2.5 miles of prospective strike length over the productive Humboldt Thrust Fault.

The Group has the exclusive right for 60 days to enter into an Option Lease Agreement with GRC for a 100%
interest in the Ryepatch property. The advance royalty payments subject to the applicable NSR are as follows:

1) Make a US$ 5,000 payment upon signing the Letter of Intent (non-refundable);

2) Make a US$ 15,000 payment upon signing an option lease agreement;

3) Make a US$ 20,000 payment on the 1% annlversary of signing the lease option agreement;

4) Make a US$ 30,000 payment on the 2 anniversary of signing the lease option agreement;

5) Make a US$ 50,000 payment on the 3" annlversary of signing the lease option agreement;

6) Make a US$ 100,000 payment on the 4™ anniversary of signing the lease option agreement;

7) Make a US$ 200,000 payment on the 5™ anniversary of signing the lease option agreement and thereafter;

At September 30, 2011, the Group has incurred cumulative exploration and evaluation expenditures of $ 34,858
on this project. As at September 30, 2011, no commercially viable mineral reserve has been found on this project
and as a result the Company has expensed the exploration and evaluation expenditures. The Group has signed a
lease agreement subsequent to the reporting date of these financial statements (refer to note 24) and commence
initial exploration in early 2012.

Pogonip (held in Red Ore Gold Inc.)

On May 16, 2011, the Board of Directors approved a Letter of Intent with Gold Range Company (“GRC”) for
exploration and development rights to the Pogonip Ridge mineral property in the State of Nevada. The Pogonip
Ridge is comprised of 17 patented lodge claims and 58 unpatented mining claims covering approximately 1,800
acres of Nevada’s prolific Battle Mountain-Eureka Trend. The terms of the letter of intent are as follows:

The Group has the exclusive right for 60 days to enter into an Option Lease Agreement with GRC for a 100%
interest in the Pogonip Ridge property. The advance royalty payments subject to the applicable NSR are as
follows:

1) The Company will make a US$ 5,000 payment upon signing the Letter of Intent (non-refundable);
2) The Company will make a US$ 15,000 payment upon signing an option lease agreement;
3) The Company will make a US$ 20,000 payment on the 1* anniversary of signing the lease option agreement;
4) The Company will make a US$ 30,000 payment on the 2" anniversary of signing the lease option agreement;
5) The Company will make a US$ 50,000 payment on the 3" annlversary of signing the lease option agreement;
6) The Company will make a US$ 100,000 payment on the 4" anmversary of signing the lease option agreement;
7) The Company will make a US$ 200,000 payment on the 5" anniversary of signing the lease option agreement
and thereafter;
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7. Deferred exploration and evaluation expenditures — (continued)
The advance royalty payments shall be deductible from future production royalties.
Gold Range Company has reserved a 4% NSR on all materials produced or sold from the property. The Company
has a right to “buy-down” the NSR for US$1,000,000 per point or pro-rata portion thereof to a minimum NSR of
1.5%.
At September 30, 2011, the Group has incurred cumulative exploration and evaluation expenditures of $ 79,932
on this project. As at September 30, 2011, no commercially viable mineral reserve has been found on this project
and as a result the Company has expensed the exploration and evaluation expenditures. The Group has signed a
lease agreement subsequent to the reporting date of these financial statements (refer to note 24) and commence
initial exploration in early 2012.
Bargold
On June 13, 2011, the Group received notification from Abcourt Mines Inc. (“Abcourt”) that they were interested in
acquiring 104 mining claims located in range 4, 5, 6, 7, and 8 of the Barraute Township, Province of Quebec,
representing 4,378.30 hectares from Galahad. Upon executing the sales agreement and receiving approval of this
agreement from TSX Venture Exchange, Abcourt shall pay to Galahad a cash amount of twenty-five thousand
dollars ($25,000); and issue to Galahad a total of five hundred thousand (500,000) Class B shares of Abcourt.
At September 30, 2011, the Group incurred costs of $8,606 to compile the required data and reports on the claims
in order to complete the sale to Abcourt.
8. Accounts payable and other liabilities
Accounts payable and other liabilities aged analysis:
Accounts payable and Accounts payable and
other liabilities as at other liabilities as at
September 30, 2011 December 31, 2010
Not more than 3 months $ 335,934 $ 145,424
More than 3 months but
not more than 6 months 30,426 -
More than 6 months but
not more than 1 year 20,000 -
More than 1 year - -
Total $ 386,360 $ 145,424
Terms and conditions of the above financial liabilities:
1) Trade payables are non-interest bearing and are normally settled on 30 to 60 day terms.
2) Accrued liabilities are non-interest bearing and are normally settled on 30 to 60 day terms.
9. Provisions

The Change in provision balance is comprised of the following for the nine month period ending September 30,
2011:

Provisions
Balance, December 31, 2010 $ 217,017
Part XII.6 tax payable (A) 20,313
PI1 Financial commissions (B) -
Balance, September 30, 2011 $ 237,330

A) During the period ended June 30, 2011, the Group incurred Part XlI.6 tax resulting from the amounts
renounced in 2008, but unspent in 2009. Furthermore, the Group incurred interest and penalties of $ 13,334
relating to unpaid Part XII.6 tax.

Balance, December 31, 2010 $ 217,017
Additional provision on unsettled penalty 20,313
Balance, September 30, 2011 $ 237,330
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Provisions — (continued)

B)

The Company will pay a commission of 10% of the gross proceeds of the offering on the closing of the IPO
to PI. Pl may elect to receive the commission in cash or in whole or part, in units at a deemed price of $0.30
per unit. The Company will also issue to Pl on closing of the IPO, compensation options equal in number to
10% of the aggregate number of units sold under the IPO. Each compensation option will entitle Pl to
purchase one common share, at any time and from time to time for a period of 24 months following the
closing date of the IPO, at an exercise price equal to $0.30 per common share.

As at September 30, 2011, Management of the Company had decided that the IPO would be postponed due
to difficulty in raising the required minimum funds stated in the Company’s final prospectus. Management
has subsequently made the decision to commence a private placement in November 2011 to raise sufficient
funds to ensure adequate working capital and continue to advance exploration on its current properties.
Therefore, when the Company resumes its IPO the final prospectus will be amended for funds required
within the next 12 months based on proceeds raised in the October 2011 private placement. Management,
as a result decided that the minimum amount of funds which will be required in once the IPO is resumed
cannot be reasonably determined at this time and as a result have removed the provision for commissions
owing to Pl Financial. Management will reassess the need for a provision once the private placement has
been completed and the IPO resumed.

10.

Deferred tax liability

Flow-through liabilities include the liability portion of the flow-through shares issued. The following is a continuity

schedule of the liability portion of the flow-through issues:

Balance on January 1, 2011 $ -

Liability incurred on flow-through shares issued

Liability from March 24, 2011 issuance 40,300

Settlement of liability through renouncement in Q1 2011 (2,209)
Settlement of liability through renouncement in Q2 2011 (21,359)
Settlement of liability through renouncement in Q3 2011 (6,851)

(29,419)

Balance on September 30, 2011 $ 10,882

On March 24, 2011, the Group completed a non-brokered private placement financing of 4,030,000 flow-through

shares at a price of $0.15 per share for gross proceeds of $604,500. A flow-through share premium of $40,300
was recorded on this financing. As of September 30, 2011, $442,805 of the flow through proceeds raised had
been spent on eligible expenditures. The Group has until March 2012 under the look back rule to incur $604,500

eligible expenditures in order to avoid Revenue Canada penalties.

11.

Share capital
a) Common shares
Galahad Metals Inc. (“the Company”) is authorized to issue an unlimited number of common shares.

The following is a summary of changes in common share capital from January 1, 2010 to September 30, 2011:

24



Galahad Metals Inc.

Notes to the Consolidated Financial Statements
September 30, 2011 and 2010

(Expressed in Canadian Dollars)

11.

Share capital — (continued)

Issued
Period ended Year ended
September 30, 2011 December 31, 2010
Common Common
Shares Amount Shares Amount

Balance, beginning of period 38,957,760 $ 14,321,789 18,116,976  $ 12,878,229
Common shares issued for cash 12,365,100 1,631,997 19,051,304 1,272,694
Common shares issued for properties 100,000 8,000 200,000 16,000
Common shares issued for settlement of debt - - 1,589,480 154,886
Balance, end of period 51,422,860  $15,961,786 38,957,760  $ 14,321,789

The holders of common shares are entitled to receive dividends which are declared from time to time, and are
entitled to one vote per share at Galahad’s meetings. All shares are ranked equally with regards to the Company's
residual assets.

2011 issuances

On January 20, 2011, investors in the Company exercised 200,000 warrants at a price of $0.10 per warrant for
cash proceeds of $20,000. The warrants had a maturity date of August 31, 2012.

On January 25, 2011, investors in the Company exercised 100,000 warrants at a price of $0.10 per warrant for
cash proceeds of $10,000. The warrants had a maturity date of August 31, 2012.

On January 31, 2011, the Company issued 5,845,000 units of the Company ("Units") at a price of $0.15 per Unit
for gross proceeds of up to $822,500 as part of a private placement which closed January 31, 2011. Each Unit
consists of one regular common share of the Company and one common share purchase warrant. Each Warrant
entitles the holder thereof to acquire one common share of the Company at a price of $0.25 per common share
exercisable on or before January 31, 2013. The amount recorded to the share capital in the amount of $797,878
represents gross proceeds of $822,500 less share issue costs of $24,622. Share issue costs include cash share
issue costs and the certain share issue costs that were settled by the issuance of 117,814 compensation units.
Each compensation unit consists of one regular common share of the Company and one common share purchase
warrant to purchase an additional non flow-through common share at a price of $0.25 per common share
exercisable on or before January 31, 2013.

On February 4, 2011, investors in the Company exercised 1,730,000 warrants at a price of $0.10 per warrant for
cash proceeds of $173,000. The warrants had a maturity date of August 31, 2012.

On February 16, 2011, investors in the Company exercised 227,500 warrants at a price of $0.10 per warrant for
cash proceeds of $22,750. The warrants had a maturity date of August 31, 2012.

On February 24, 2011, investors in the Company exercised 20,000 warrants at a price of $0.10 per warrant for
cash proceeds of $2,000. The warrants had a maturity date of October 1, 2012.

On February 28, 2011, investors in the Company exercised 142,500 warrants at a price of $0.10 per warrant for
cash proceeds of $4,250. The warrants had a maturity date of October 1, 2012.

On March 24, 2011, the Company issued 4,030,000 units of the Company ("Units") at a price of $0.15 per Unit for
gross proceeds of up to $604,500 as part of a private placement which closed March 24, 2011. Each Unit consists
of one flow-through common share of the Company and one non flow-through common share purchase warrant.
Each Warrant entitles the holder thereof to acquire one common share of the Company at a price of $0.25 per
common share exercisable on or before March 31, 2013. The amount recorded to the share capital in the amount
of $532,057 represents gross proceeds of $604,500 less share issue costs of $32,143 and flow through premium
liability in the amount of $40,300. Share issue costs are comprised of issue costs which were settled by the
issuance of 214,286 compensation units. Each compensation unit consists of one non flow-through common share
of the Company and one non flow-through common share purchase warrant to purchase an additional non flow-
through common share at a price of $0.25 per common share exercisable on or before March 31, 2013.

On September 12, 2011, investors in the Company exercised 100,000 warrants at a price of $0.10 per warrant for
cash proceeds of $10,000. The warrants had a maturity date of August 31, 2012.
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11.

Share capital — (continued)

On September 22, 2011, the Company issued a total of 100,000 common shares at a deemed value of $8,000 for
property with respect to its Regcourt option agreement.

2010 issuances

During the first quarter of 2010, the Company issued a total of 100,000 common shares at a deemed value of
$11,000 for property with respect to various Kellyn Gold agreements.

On March 31, 2010, the Company issued 2,000,000 units of the Company ("Units") at a price of $0.10 per Unit for
gross proceeds of up to $200,000 as part of a private placement which closed April 29, 2010. Each Unit consists
of one common share of the Company and one common share purchase warrant. Each Warrant entitles the holder
thereof to acquire one common share of the Company at a price of $0.15 per common share exercisable on or
before March 31, 2012.

On April 28, 2010, the Company announced that it had repaid the convertible debenture with SIDEX s.e.c. (the
principal of $150,000) and the interest of $11,853 (including accretion), in common shares of the Company in lieu
of cash. The interest due has been calculated based on weighted average of means price of shares and the
principal has been calculated based on the closing price of the common shares of the “Company” on April 29,
2010 the issuance of 1,589,480 shares valued at $0.10 each.

On September 13, 2010, the Company issued 9,880,000 units of the Company at a price of $0.05 per unit for
gross proceeds of up to $494,000 as part of a private placement which closed September 13, 2010. Each unit
consists of one common share of the Company and one common share purchase warrant. Each Warrant entitles
the holder thereof to acquire one common share of the Company at a price of $0.10 per common share
exercisable on or before August 31, 2012. As part of the same placement the Company issued 2,500,000 flow-
through units of the Company at a price of $0.07 per unit for gross proceeds of up to $175,000 as part of a private
placement which closed September 13, 2010. Each flow-through unit consists of one flow-through common share
of the Company and one non flow-through common share purchase warrant. Each Warrant entitles the holder
thereof to acquire one common share of the Company at a price of $0.10 per common share exercisable on or
before August 31, 2012.

On September 16, 2010, the Company issued 558,000 units as finders’ fees relating to the September 13, 2010,
private placement issue.

On September 16, the Company issued a total of 100,000 common shares at a deemed value of $5,000 for
property with respect to its Regcourt option agreement.

On November 24, 2010, the Company issued 550,000 units of the Company at a price of $0.09 per unit for gross
proceeds of up to $49,500 as part of a private placement which closed November 24, 2010. Each unit consists of
one common share of the Company and one common share purchase warrant. Each Warrant entitles the holder
thereof to acquire one common share of the Company at a price of $0.15 per common share exercisable on or
before November 30, 2012. As part of the same placement the Company issued 3,460,000 flow-through units of
the Company at a price of $0.11 per unit for gross proceeds of up to $380,600 as part of a private placement
which closed November 24, 2010. Each flow-through unit consists of one flow-through common share of the
Company and one non flow-through common share purchase warrant. Each Warrant entitles the holder thereof to
acquire one common share of the Company at a price of $0.15 per common share exercisable on or before
November 30, 2012. The Company issued 103,304 units as finders’ fees relating to the September 24, 2010,
private placement issue with a deemed value of 11,880 based on a value of $0.115 per common share.

b) Preferred shares

The Company is authorized to issue an unlimited number of preferred shares with the rights, privileges and
restrictions determined by the Board of Directors at the time of issuance.

There were no issuances of preferred shares in the nine month period ending September 30, 2011.
As at September 30, 2011, the Group has no preferred shares outstanding.
c) Contributed surplus

Amounts recorded in contributed surplus in shareholders' equity relate primarily to the fair value of stock options,
warrants and compensation options. Activity with respect to contributed surplus is summarized as follows:
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Share capital — (continued)

As at
September December
30, 2011 31, 2010
(CAD $) (CAD $)
Balance, beginning of period $ 1,160,480 $
Stock-based compensation 160,742

Balance, end of period

$1,321,222 $ 1,160,480

d) Warrants

Weighted-
Average
Number exercise price Expiry
Outstanding, December October 2011 to
31, 2009 7,653,538 0.17 August 2014
Issued 2,000,000 0.15 March 31, 2012
Issued 12,938,000 0.10 August 31, 2012
Issued 4,113,304 0.15 November 30, 2012
Expired (26,538) 0.20 March 6, 2010
Outstanding, December October 2011 to
31, 2010 26,678,304 0.13 August 2014
January 13, 2013 to
Issued 9,845,100 0.25 March 31, 2013
Exercised (2,520,000) 0.10 August 31, 2012
Expired (202,000) 0.10 February 28, 2011
Outstanding, September
30, 2011 33,801,404 0.17

As at September 30, 2011, the Company had a total of 33,801,404 (December 31, 2010 — 26,678,304) common
share warrants outstanding. As at September 30, 2011, outstanding warrants are as follows:

Number

Exercise price

Expiry

86,500
254,000
1,000,000
500,000

1,000,000
1,662,500
2,600,000
2,000,000
10,738,000

4,113,304
5,602,814

4,244,286
33,801,404

0.15
0.20
0.20
0.20
0.20
0.12
0.15/0.20
0.15
0.10
0.15
0.25

0.25

March 1, 2013
March 1, 2013
December 31, 2011
March 9, 2013
December 21, 2012
August 1, 2014
October 1, 2011
March 31, 2012
August 31,2012
November 30, 2012
January 31, 2013

March 31, 2013
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Share capital — (continued)
During 2011:

On January 31, 2011, the Company announced that the completion of a private placement. The Company raised a
total of $822,500 through the sale of 5,483,000 non flow-through units at a price of $0.15 per unit. Each unit
consists of one warrant to purchase a common share at $0.25 expiring on January 31, 2013. The Company paid a
finders’ fee in the combination of cash and the issuance of non flow-through units equal to $6,900 and 117,814
respectively.

On January 20, 2011, investors in the Company exercised 200,000 warrants at a price of $0.10 per warrant for
cash proceeds of $20,000. The warrants had a maturity date of August 31, 2012.

On January 25, 2011, investors in the Company exercised 100,000 warrants at a price of $0.10 per warrant for
cash proceeds of $10,000. The warrants had a maturity date of August 31, 2012.

On February 2011, investors in the Company exercised 1,957,500 warrants at a price of $0.10 per warrant for
cash proceeds of $195,750. The warrants had a maturity date of August 31, 2012.

On February 24, 2011, investors in the Company exercised 20,000 warrants at a price of $0.10 per warrant for
cash proceeds of $2,000. The warrants had a maturity date of October 1, 2012.

On February 28, 2011, investors in the Company exercised 42,500 warrants at a price of $0.10 per warrant for
cash proceeds of $4,250. The warrants had a maturity date of October 1, 2012.

On February 28, 2011, 204,000 of the Company’s warrants had expired unexercised. The warrants had an
exercise price of $0.10 and a maturity date of October 1, 2012, however per the forced exercise provision the
holders of the warrants had until February 28, 2011 to exercise their warrants.

On March 24, 2011, the Company announced that it has completed the private placement of 4,030,000 units of the
Company ("Units") at a price of $0.15 per Unit for gross proceeds of $604,500. The Units are comprised of one
flow-through common share and one non flow-through common share purchase warrant. Each whole warrant is
exercisable at a price of $0.25 per common share from the date of issue up to and including March 31, 2013.

The Company paid a finders’ fee payable in the issuance of securities of the Issuer equal to 214,286 non flow-
through Units with a value of $0.14 per unit.

During 2010 there were no warrants which were exercised. During 2010, a total of 26,538 warrants expired
unexercised. These warrants had an exercise price of $0.20. During 2009, a total of 60,000 warrants expired
unexercised. These warrants had exercise prices ranging from $2.00.

12.

Compensation options

Galahad Metals Inc. provides compensation options to agents who refer investors to the Company.
Compensation options are exercisable into equity instruments generally having the same attributes as those
purchased by the referred investor. Activity with respect to compensation options is as follows:

Weighted-
Average
Number exercise price Expiry

Outstanding, December 31, 2009 244,231 0.33 March 2010 to December 2011

Expired unexercised (44,231) 1.16 December 2009 to March 2010
Outstanding, December 31, 2010 200,000 0.11 December 30, 2011

Expired unexercised - - -
Outstanding, September 30, 2011 200,000 0.11 December 30, 2011
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12.

Compensation options — (continued)

As at September 30, 2011, outstanding compensation options are as follows: 200,000 exercisable at $0.11
expiring December 20, 2011. Compensation options are exercisable for units comprised of a common share and
warrant. Potential warrants issuable upon exercise of compensation options above are as follows: 100,000
warrants exercisable at $0.20 expiring December 30, 2011.

The fair value of compensation options issued have been estimated using the Black-Scholes option pricing model
and these values have been recorded as contributed surplus in shareholders’ equity and recorded as share issue
costs.

The assumptions used for the valuation of compensation options are as follows: dividend yield of nil, expected
volatility of 95% to 117%, risk free interest rates ranging from 1.88% to 4.55% and an expected life of the options
of one to three years.

13.

Stock options

Under the terms of the Group’s stock option plan (the “Plan”) all options are granted with an exercise price equal
to the closing market price on the day immediately preceding the date of grant. The term of options is determined
by the Board of Directors and is typically three or five years with a maximum term of 10 years. Options issued to
consultants who perform investor relations activities will be subject to a vesting schedule whereby no more than
25% of the options granted may vest in any three month period. The maximum number of options authorized for
issue shall be 10% of the outstanding shares in issue at the date of the option grant.

The Group records a charge to the statement of loss and comprehensive loss using the Black-Scholes fair
valuation option pricing model. The valuation is dependent on a number of estimates, including the risk free
interest rate, the level of stock volatility, together with an estimate of the level of forfeiture. The level of stock
volatility is calculated with reference to historic traded daily closing share prices at the date of issuance.

2011 2010
Average share price at date of grant $0.125 $0.10
Expected volatility 142 - 179% 121%
Expected option life (in years) 5 5
Risk-free interest rate 1.44 - 2.61% 2.90%
Expected dividend yield 0% 0%
Average exercise price at date of grant $0.13 $0.10

Option pricing models require the inputs of highly subjective assumptions including the expected price volatility.
Changes to the subjective input assumptions can materially affect the fair value estimate and therefore, the
existing models do not necessarily provide a reliable measure of the fair value of the Company’s share purchase
options.

Stock option activity is as follows:

Weighted
Average
Remaining
Options contractual Life  Options Options
Expiry Date Exercise Price Outstanding (years) Vested unvested
January 15, 2019 $ 0.10 320,000 7.3 320,000 -
July 29, 2014 $ 0.10 125,000 2.8 125,000 -
September 23,2014  $ 0.10 50,000 2.9 50,000 -
December 31, 2015 $ 0.10 762,000 4.2 762,000 -
March 31, 2015 $ 0.10 150,000 3.4 150,000 -
September 1, 2015 $ 0.10 1,800,000 3.9 1,800,000 -
November 30,2015  $ 0.11 265,000 4.1 265,000 -
January 1, 2016 $ 0.15 853,000 43 828,000 25,000
August 31, 2013 $ 0.14 400,000 1.9 - 400,000
August 31, 2016 $ 0.10 400,000 4.9 400,000 -
Total 5,125,000 4.1 4,700,000 425,000
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13. Stock options — (continued)

Weighted- Average

Number exercise price Expiry

Outstanding, December 31, 2009 903,500 0.45 June 2013 to September 2019

Granted 2,764,000 0.10 March 2015 to December 2015

Granted 265,000 0.11 November 30, 2015

Expired (32,500) 1.05 June 1, 2010

Forfeited (199,500) 0.44 Dec. 2012 to Jan. 2014
Outstanding, December 31, 2010 3,700,500 0.25 Dec. 2012 to September 2019

Granted 878,000 0.15 January 1, 2016

Granted 400,000 0.14 August 31, 2013

Granted 400,000 0.10 August 31, 2016

Expired (97,500) 1.50 June 19, 2011

Forfeited (126,000) 1.00 Sept 1, 2012 to June 1, 2013

Forfeited (5,000) 0.10 January 1, 2019

Forfeited ( 25,000) 0.15 January 1, 2016
Outstanding, September 30, 2011 5,125,000 0.14 Dec. 2012 to September 2019

2011 activity:

On February 2, 2011, the Board of Directors approved the grant of 878,000 stock options at a price of $0.15
expiring January 31, 2016 to Directors, Officers and Consultants of the Company. The value to the stock-based
compensation was $128,839, which was based on the Black-Scholes pricing model with the assumptions of risk-
free interest rate of 2.61%, volatility of 179% and expected life of 5 years.

On February 3, 2011, one of the consultants of the Company resigned and forfeited 25,000 stock options with an
exercise price of $0.15 expiring January 31, 2016.

On May 1, 2011, 12,500 stock options previously issued to consultants of the Company on February 2, 2011,
vested. The value to the stock-based compensation was $1,558, which was based on the Black-Scholes pricing
model with the assumptions of risk-free interest rate of 2.3%, volatility of 142% and expected life of 5 years.

On June 19, 2011, 97,500 stock options expired unexercised with an exercise price of $1.50.

On September 19, 2011, a total of 126,000 stock options with an exercise price of $1.00 with expiry dates from
Sept 1, 2012 to June 1, 2013 were forfeited. On September 19, 2011, a total of 5,000 stock options with an
exercise price of $0.10 with expiry date Jan 1, 2019 were forfeited.

On September 11, 2011, the Board of Directors approved the grant of 400,000 stock options at a price of $0.14
expiring August 31, 2013 to investor relations of the Company. The value to the stock-based compensation was
not recorded in the current period as the first quarter of the options granted vest in December 2011. Under IFRS
the options are valued as the vest and not on the date granted.

On September 19, 2011, the Board of Directors approved the grant of 400,000 stock options at a price of $0.10
expiring August 31, 2016 to officers of the Company. The value to the stock-based compensation was $28,920,
which was based on the Black-Scholes pricing model with the assumptions of risk-free interest rate of 2.44%,
volatility of 151.90% and expected life of 5 years.

2010 activity:
During February 2010 Galahad Metals Inc. granted 814,000 stock options having an exercise price of $0.10 and

expiring on December 1, 2015. On March 31, 2010, 35,000 and 15,000 stock options were forfeited with exercise
prices of $0.10 and $1.00 respectively.
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13. Stock options — (continued)
On April 8, 2010, Galahad Metals Inc. granted 150,000 stock options having an exercise price of $0.10 and
expiring on March 31, 2015. On June 1, 2010, 32,500 stock options expired unexercised with an exercise price of
$1.05.
Stock-based compensation
During nine month period ended September 30, 2011, the Company recognized a total of $160,742 (December
2010 - $303,331) relating to stock-based compensation for stock options.
As at September 30, 2011, neither Red Ore Gold Inc. nor Bottle Creek Exploration LLC has any share options
outstanding.
14. General and administrative
September 30, 2011 September 30, 2010
$ $
Rent 8,616 7,690
Phone, utilities, supplies and other 44,511 14,168
Website, internet and printing 19,757 7,328
Contractor fees 54,711 23,779
Insurance 7,286 514
Total 134,881 53,479
15. Net loss per share
The calculation of the basic and diluted loss per share for the nine months ended September 30, 2011 and
September 30, 2010, was based on the loss attributable to common shareholders of $ 2,099,941 (2010 - $
983,192) and the weighted average number of common shares outstanding of 49,269,866 (2010 - 21,395,146).
Dilutive loss per share does not include the effect of the 5,125,000 share purchase options and 33,801,404
warrants as they are anti dilutive.
16. Related party transactions

Related parties include the Board of Directors, close family members and enterprises that are controlled by these
individuals as well as certain persons performing similar functions.

Transactions with key Management personnel

Key Management of the Group are members of the Board of Directors, the Chief Executive Officer, and the Chief
Financial Officer. Key Management remuneration includes the following:

September 30, 2011 December 31, 2010

Short-term employee benefits

Galahad compensation including bonuses (1)(2)(3) (4)(5) $ 156,375 $ 114,895
Red Ore compensation including bonuses (1)(2)(3) (4)(5) 186.660 -
$ 258,345 $ 114,895

Long-term employee benefits

Galahad share based payments (1) $ 130,072 $ 205,992
Red Ore share based payments (6) 86.700 -

$ 216,772 205,992
Total remuneration $ 475,117 $ 320,887

During the year key Management was granted share options with an exercise prices ranging from $0.10 to $0.15
and expiry dates ranging from January 2016 to August 2016. During 2011 key Management did not exercise any
shares options which were granted to them as part of the company’s stock option plan.
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16. Related party transactions — (continued)

(1) The Company and its subsidiaries have no employees. Compensation includes the Chief Executive and
Chief Financial Officers fees and the Board of Directors. The Board of Directors for Galahad Metals Inc. and
Red Ore Gold Inc. receives annual retainers of $6,000 per Director and $3,000 per Committee Chairman.
Directors are compensated with $250 per meeting from the Company. Key Management are entitled to stock
options for their services. Total retainers accrued to the Board of Directors for Galahad and Red Ore Gold
Inc. for the nine month period ending September 30, 2011, was $33,000. Total Stock option compensation
granted to key Management for the nine month period ending September 30, 2011, was $130,072.

(2) The Company and its subsidiary Red Ore Gold Inc. have a management contract with Robin Dow, the
Chairman and CEO of Galahad Metals Inc. and Red Ore Gold Inc., whereby the companies pay $5,000 a
month for management fees. The amounts billed were based on normal market rates and amounted to
$155,000.

(3) The Company and its subsidiary Red Ore Gold Inc. have a consulting contract with Sabino Di Paola, the
CFO of Galahad Metals Inc. and Red Ore Gold Inc., whereby the company pays hourly compensation of
$100/hour for services rendered as well related expenses. The amounts billed were based on normal market
rates and amounted to $ 80,685.

(4) The Company has a consulting contract with Mike Zamora, the President of Galahad Metals Inc., whereby
the company pays hourly compensation of $800/day for services rendered as well related expenses. The
amounts billed were based on normal market rates and amounted to $ 4,335.

(5) Red Ore Gold Inc. has a consulting contract with Paul Pitman, the President of Red Ore Gold Inc., whereby
the company pays hourly compensation of $100/hour for services rendered as well related expenses. The
amounts billed were based on normal market rates and amounted to $24,700.

(6) Red Ore Gold Inc. has a consulting contract with Garry Smith, the VP of Exploration of Red Ore Gold Inc.,
whereby the company pays daily compensation of $700/day for services rendered as well related expenses.
The amounts billed were based on normal market rates and amounted to $ 51,700.

(7) As of September 30, 2011, the Board of Directors of Red Ore Gold Inc. approved compensation common
shares be issued to the Chief Executive Office, and the Chief Financial Officer. The Red Ore Gold Inc. will
issue 170,000 common shares with an estimated value of $0.50 per common share. There were no warrants
associated with the common shares. Total value of the compensation shares was $86,700.

Transactions with related companies

In 2011 Galahad shared office space Wedge Energy International Inc., Desiree Resources, Pueblo Lithium Inc.

and Red Ore Gold Inc. All shared costs between Galahad Metals Inc. and Red Ore Gold Inc. have been

eliminated upon consolidation. The Group has signed an agreement in which all shared costs are evenly allocated

between the companies. For the period ended September 30, 2011, the Group incurred shared costs of $ 39,454

(December 31, 2010 - $12,415) with Pueblo Lithium Inc., Wedge Energy International Inc., and Desiree

Resources Inc. At September 30, 2011, the Group has a receivable from Wedge Energy International Inc. of

$15,552 (December 31, 2010 —$2,654), a receivable from Desiree Resources Inc. of $9,962 (December 31, 2010

— $1,460) and a receivable from Pueblo Lithium Inc. of $4,450 (December 31, 2010 — $ NIL).

As of September 1, 2010, Diamond International Exploration Inc. has moved its office out of Ottawa and into

Vancouver as part of its continuation into British Columbia. As of September 1, 2010, Diamond International

Exploration Inc. no longer shares costs with the Group. At September 30, 2011, the Group has a payable to

Diamond International Exploration Inc. for shared costs of $ NIL (2010 — payable $ NIL).

17. Red Ore Gold Inc. initial public offering

On June 3, 2011, the Red Ore Gold Inc., a subsidiary of the Company, signed an agreement with Pl Financial to
act as its exclusive agent with respect to the Red Ore Gold's proposed initial public offering (“IPO”). As part of the
IPO the Red Ore Gold will be looking to raise a maximum of $3,000,000 through the sale of units. Each unit will
consist of one common share and one transferable common share purchase warrant. It is anticipated that each
unit will be issued at a price of $0.30 per unit with a common share purchase warrant exercisable into one
additional common share of Red Ore Gold for two years following the closing date of the IPO at an exercise price
of $0.40 per share.

Red Ore Gold has granted Pl Financial an option to cover over-allotments, which will allow PI to offer up to: (i)
1,500,000 additional units; (ii) 1,500,000 additional warrants; or (iii) any combination of additional units and
additional warrants so long as the aggregate number of additional common shares does not exceed 1,500,000
common shares and the aggregate number of additional warrants does not exceed 1,500,000 warrants. The
over-allotment option may be exercised in whole or in part at any time prior to the closing date of the IPO.
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17.

Red Ore Gold Inc. initial public offering — (continued)

Red Ore Gold will pay a commission of 10% of the gross proceeds of the offering on the closing of the IPO to PI.
Red Ore Gold will also pay the agent a corporate finance fee of $25,000. Pl may elect to receive the commission
in cash or in whole or part, in units at a deemed price of $0.30 per unit. Red Ore Gold will also issue to Pl on
closing of the IPO, compensation options equal in number to 10% of the aggregate number of units sold under the
IPO. Each compensation option will entitle PI to purchase one common share, at any time and from time to time
for a period of 24 months following the closing date of the IPO, at an exercise price equal to $0.30 per common
share.

On June 13, 2011, after consultation with Pl with respect to pricing of the common shares to be issued in
connection with the Red Ore Gold’s proposed IPO, the Board of Directors passed a resolution to effectively
reduce the price of the April private placement from $0.50 per unit to $0.25 per unit and to amend the warrant
exercise price to $0.40, down from $0.75. To give effect to the foregoing dilution, as of June 30, 2011, the Board
of Directors has approved the issuance of double the amount of compensation shares and the issuance of rights
to the investors who participated in the Red Ore Gold’s initial private placement which closed on May 5, 2011. The
rights offering will allow investors to subscribe for an additional 935,000 units at a price of $0.01 per unit. In
connection with this rights offering, the warrants previously issued to the investors will be amended to increase the
number of warrants granted to equal the total number of common shares subscribed for by such investors and to
reduce the exercise price to $0.40. Galahad has agreed not to exercise any of the rights issued to it.

As at September 30, 2011, the Company had paid $12,500 of the corporate finance fee and realized a provision
for the commission payable to Pl Financial, based on the minimum gross proceeds from the IPO.

On October 3, 2011, the Board of Directors of the Company agreed unanimously to postpone the IPO for an
additional 90 days past the December 15, 2011, required closing date. Management’s recommendation to
postpone the IPO was due to poor economic conditions making it difficult for the Company to raise the required
minimum financing as outlined in the final prospectus as well as obtain the required shareholders per the TSX
Venture listing conditions. It is the view of the Board of Directors that with an additional 90 day extension on the
IPO the Company should be successful in completing its IPO.

18.

Financial instruments

The Group’s financial instruments consist of cash, amounts receivable and accounts payable and convertible
debenture approximating fair value due to the short term nature.

Per financial instrument:

Financial Instrument Carrying amount Fair value
Classification (CAD $) (CAD $)

Financial assets

Financial assets

Cash through profit and loss 723,894 723,894
I held for trading
IAmounts receivable Loans and receivables 110,879 110,879

Financial liabilities

lAccounts payable and

accrued liabilities Loans and borrowings 386,360 386,360
Provisions Loans and borrowings 237,330 237,330
Deferred tax liability Loans and borrowings 10,882 10,882

Cash: The cash owned by the Group is held in a reputable national bank where funds are held in Canadian and
US currencies. Fair value has been taken for Canadian denominated funds by reference to the bank balance per
the monthly bank statement at the end of the reporting period. Fair value has been taken for United States
denominated funds by reference to the bank balance per the monthly bank statements at the end of the reporting
period translated using the end of the day foreign exchange rate posted on the Bank of Canada website.

Financial risk management and objectives

The Group’s activities expose it to a variety of financial risks: credit risk, liquidity risk, and market risk (including
interest rate risk, foreign currency risk, and commodity price risk).

The Group thoroughly examines the various financial risks to which it is exposed and assesses the impact and
likelihood of those risks. Where material these risks are reviewed and monitored by the Board of Directors.
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18.

Financial instruments — (continued)

Market rate risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign
exchange rates, and commodity prices.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to
changes in market interest rates. The Group currently does not have any outstanding interest bearing assets or
liabilities nor does it have any outstanding loans receivable. As a result the Group does not have any exposure to
fluctuations in the interest rate. The Group’s current policy is to invest excess cash in certificates of deposit issued
by a Canadian chartered bank with which it keeps its bank accounts.

Foreign currency risk

Foreign exchange risk arises from future commercial transactions and recognized assets and liabilities
denominated in a currency that is not the entity's functional currency. The risk is measured using cash flow
forecasting.

The Group's functional and reporting currency is the Canadian dollar and major purchases are transacted in
Canadian dollars. Exposure to currency exchange rates arises from the company’s project in the United States
and as a result expenditures are in US dollars. The Group also holds a bank account in US dollars.

To mitigate the exposure to foreign currency risk the Group typically holds funds in US dollars for short term
expenditures. When vendors require significant payment in USD the Group will usually purchase the required US
currency the same day it makes the payment to the vendor.

The Group does not enter into any forward exchange contracts to mitigate the exposure to foreign currency risk.

Foreign currency denominated financial assets and liabilities which expose the company to currency risk are
disclosed below. The amounts shown are those reported to key Management in the foreign currency.

Short-term exposure
September 30, 2011 United states dollars
Financial Assets 114,016
Financial Liabilities (16,171)
Total exposure 97,845

The following table illustrates the sensitivity of profit or loss and equity in regards to the Group’s financial assets
and financial liabilities and the USD/CAD exchange rate, with all other things being equal.

It assumes a +/- 10% change in the USD/CAD exchange rate for the nine month period ending September 30,
2011. The percentage has been based on the average market volatility in exchange rates in the previous 9
months (i.e. January 2011 to September 2011). The sensitivity analysis is based on the company’s financial
instruments held as at September 30, 2011.

If the Canadian dollar had strengthened against the US dollar by 10% then this would have the following impact:

Bank of Canada Effect of profit or
USD financial average exchange | Strengthening of loss for the period
exposure in USD rate from Jan 2011 | CAD by 10% end September 30,
to September 2011 2011
September 30, 2011 $ 97,845 0.9782 1.076 ($9,571)

If the Canadian dollar had weakened against the US dollar by 10% then this would have the following impact:

Bank of Canada Effect of profit or
USD financial average exchange | weakening of CAD loss for the period
exposure in USD rate from Jan 2011 | by 10% end September 30,
to September 2011 2011
September 30, 2011 $ 97,845 0.9782 0.8804 $9,571

Exposures to foreign exchange rates vary over the year depending on the volume of expenditures on the Nevada
properties located in the United States. None the less the analysis above is considered to be representative of the
company’s exposure to currency risk.
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18.

Financial instruments — (continued)

Commodity and price risk

The Company is exposed to a price risk with respect to commodity prices. Commodity price risk is defined as the
potential adverse impact on earnings and economic value due to commodity price movements and volatilities. The
Group closely monitors commodity prices as they relate to precious and base metals and other minerals, to
determine the appropriate course of action to be taken by the Group.

Commodity price can adversely affect the Group. In particular, the Group’s future profitability and viability of
development depend upon the world market price of precious and base metals and other minerals. Precious and
base metals and other mineral prices have fluctuated widely in recent years. There is no assurance that, even if
commercial quantities of precious and base metals and other minerals are produced in the future, a profitable
market will exist for them. A decline in the market price of precious and base metals and other minerals may
require the Group to reduce mineral resources, which could have a material and adverse effect on its value.

As at September 30, 2011, the Group was not a precious metal, base metals, and other minerals producer. Even
so, commodity prices may affect the completion of future equity offerings and the exercise of stock options and
warrants. This may also affect the Group’s liquidity and its ability to meet ongoing obligations.

Credit risk

Credit risk arises due to the potential for one party to a financial instrument to fail to discharge it obligations and
cause the other party to suffer a loss. Financial instruments that potentially subject the Group to credit risk consist
of cash and cash equivalents and receivables. The maximum credit risk represented by the Group’s financial
assets is represented by their carrying amounts. The Group holds its cash and cash equivalents with financial
institutions that are believed to be creditworthy.

The Group’s maximum exposure to credit risk is limited to the carrying amount of the financial assets recognized
at the reporting period, as summarized below.

September
30, 2011

Classes of financial assets — carrying amounts
Cash $ 723,894
Amounts receivable 110,879
Carrying Amount $ 834,773

The Group continues to monitor default of amounts receivable and other counterparties and incorporates this
information into its credit risk control. The Group policy is to deal only with creditworthy counterparties.

Key Management of the Group considers all of the above financial assets not to be impaired or past due for the
above mentioned reporting date and are of good credit quality. None of the financial assets are secured by
collateral or other credit enhancements.

The credit risk for cash is considered negligible, since the counterparties are reputable banks with high quality
external credit ratings.

Amounts receivable aged analysis:

Amounts Receivable at
September 30, 2011

Not more than 3 months $ 110,879

More than 3 months but not more than 6 months -

More than 6 months but not more than 1 year -

More than 1 year -

Total $ 110,879

In respect of amounts receivable, the Group is not exposed to a significant credit risk as the principal amounts of
the receivable are from sales tax credits with the Federal government. Risk of default with the various levels of
Canadian Government is considered low due to the economic stability of the country.
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18.

Financial instruments — (continued)
Liquidity risk

Liquidity risk is the risk that the Group will not have sufficient cash resources to meet its financial obligations as
they come due. The Group’s liquidity and operating results may be adversely affected if its access to the capital
market is hindered, whether as a result of a downturn in stock market conditions generally or matters specific to
the Group. The Group generates cash flows primarily from its financing activities.

The Group manages its liquidity needs by carefully monitoring scheduled exploration and evaluation activity as
well as forecasted cash inflows and outflows due in day to day business. Liquidity is measured in various time
bands, on day-to-day and week-to-week basis, as well as on long term liquidity needs over 180 day to 360 day
look out periods.

The Group maintains cash to meet its liquidity requirements for a 30 day period at a minimum. Funding for long
term liquidity needs is based on the ability of the Group to successfully complete private placements as well as, in
certain cases, to pay the outstanding balances owed in shares of the Group rather than in cash.

As at September 30, 2011, the Group had cash of $ 723,894 to settle current liabilities of $ 623,690.

The Group considers expected cash flow from financial assets in managing liquidity risk, in particular its cash
resources and amounts receivable. The Group’s existing cash resources and amounts receivable currently do not
meet the current cash outflow requirements. As a result the Group is not currently at a risk of not being a going
concern; however, if Management is unable to raise the appropriate funds prior to the maturity of the financial
liabilities from planned future exploration, the Group may be at a risk of not being a going concern. Appropriate
going concern disclosure will be made available in the consolidated financial statements.

Fair value of financial instruments
Financial instruments consist of cash, amounts receivable, accounts payable and accrued liabilities and

provisions. At September 30, 2011, there were no significant differences between the carrying amounts reported
on the balance sheet and their estimated fair values.

19.

Segmented information

The Company and its subsidiaries are engaged in the acquisition, exploration and evaluation for gold and other
precious mineral properties.

Management monitors the operating results of its individual exploration and evaluation project for the purpose of
making decisions about resource allocation and performance assessment. Segment performance is evaluated
based on the results of the exploration and evaluation to date and the amount of additional exploration which
would be required to obtain a high degree of confidence in the project's viability. Hence, there would be the likely
probability that future economic benefits will flow to the company. The Group’s financing (including private
placements, financing costs and finance income) and income taxes are managed on a corporate basis and are
not allocated to exploration and evaluation segments.

Information presented to the Chief Executive Officer for the purposes of resource allocation and assessment of
segment performance is focused on the properties geographic location. The reportable segments under IFRS 8
are as follows:

. Canada
. United States of America
. Corporate operations

No operating segments have been aggregated to form the above reportable operating segment.
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19. Segmented information — (continued)
Segment information can be analyzed as follows for the period ended September 30, 2011:
Exploration and
evaluation in Exploration and Corporate Total
Canada (CAD) evaluation in United Operations (CAD)
States (CAD)
Expenses
Operating expenses - - 1,338,108 1,338,108
Exploration expenditures 556,409 405,620 - 962,029
Loss before income tax 556,409 405,620 1,338,108 2,300,138
Income tax recovery - - (29,419) (29,419)
Net loss for the year 556,409 405,620 1,276,789 2,238,819
Operating assets 215,480 136,783 588,383 940,646
Operating liabilities 9,670 16,701 608,201 634,572
Segmented liabilities include accounts payable and accrued liabilities, all of which are current.
20. Group entities

The following entities are included in the consolidated financial statements:

Country of Ownership Interest
incorporation September 30, 2011
Red Ore Gold Inc. Canada 83%
Bottle Creek Exploration LLC. USA 50%

Bottle Creek Exploration LLC

Non-controlling in Bottle Creek Exploration LLC, based on investment amounts adjusted for its proportionate
share of income or losses since the date of the acquisition, August 24, 2010. On March 31, 2011, Galahad
transferred its ownership of Bottle Creek Exploration LLC into its wholly owned subsidiary Red Ore Gold Inc. The
Group accounts for the proportionate share of the income or losses since the date of acquisition by the Group with
all intercompany transactions eliminated upon consolidation.

September 30, 2011

Non-controlling interest, beginning of period $ 939,394
Capital contributions made by the non controlling interest during the period 256,015
Share of cumulative translation adjustment 3,580
Share of losses in Bottle Creek Exploration LLC (82,525)
Non-controlling interest, end of period $ 1,116,464

Red Ore Gold Inc.

On May 5, 2011, the Company issued 935,000 units to investors at a price of $0.50 per unit for gross proceeds of
up to $467,500 as part of a private placement. Each unit consists of one common share of the Company and one
common share purchase warrant. Each Warrant entitles the holder thereof to acquire one common share of the
Company at a price of $0.75 per common share exercisable on or before January 31, 2013. Galahad has not
participated in this private placement and as such has diluted its ownership of Red Ore Gold.

On January 13, 2011, the Board of Directors of Red Ore Gold approved compensation common shares be issued
to the Chief Executive Officer, the Chief Financial Officer, and the Comptroller. The Company will issue the
145,000 common shares with an estimated value of $0.50 per common share once it has completed its IPO.
There were no warrants associated with the common shares.
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20. Group entities — (continued)

On April 15, 2011, the Board of Directors of Red Ore Gold approved compensation common shares be issued to
the President. The Company will issue the 25,000 common shares with an estimated value of $0.50 per common
share once it has completed its IPO. There were no warrants associated with the common shares.
On June 13, 2011, the Board of Directors in conjunction with the revaluation of the Company’s shares from $0.50
to $0.25 per share approved the issuance of 170,000 common shares as compensation to the Chief Executive
Officer, the Chief Financial Officer, President and the Comptroller. The shares will be issued with an estimated
value of $0.01 per common share once the Company has completed its IPO. There are no warrants associated
with the common shares.
On August 31, 2011, the Company had received executed rights offering from existing shareholders as well as
proceeds of $9,350 and issued 935,000 common shares at a price of $0.01 per share. There were no warrants
offered in conjunction to these shares.
The Group has recorded the expense for the compensation shares in the current period.

September 30, 2011
Non-controlling interest, beginning of period $ -
Proceeds shares issued to non controlling interest during the period 476,850
Share of losses in Red Ore Gold Inc. (56,353)
Share of cumulative translation adjustment 299
Red Ore Gold Inc. shares to be issued to non controlling interest 86,700
Non-controlling interest, end of period $ 507,496

21. Contingencies

A) The Group is partly financed by the issuance of flow-through shares. However, there are no guarantees
that the funds spent by the Group will qualify as Canadian exploration expenses, even if the Group has
committed to take all the necessary measures for this purpose.

B) The Group’s operations are governed by governmental laws and regulations regarding environmental
protection. Environmental consequences are hardly identifiable, in term of level, impact or deadline. At the
present time and to the best knowledge of its Management, the Group is in conformity with the laws and
regulations in effect. Restoration costs will be accrued in the financial statements only when they will be
reasonably estimated and will be charged to the earnings at the time.

C) The Company’s subsidiary, Red Ore Gold Inc., has a commitment to pay Pi Financial a total of $12,500 for
their acceptance to act as the Company’s advisor.

D) The Company and its subsidiary, Red Ore Gold Inc., have a commitment with its Chief Financial Officer in
which the Company guarantees a minimum of 500 billable hours at an hourly rate of $100 per hour over a
3 year term ending December 31, 2013.

Kellyn property

On July 25, 2011, Galahad Metals Inc. commenced a claim against Wayne Richards and James Hamel (the Kellyn
Gold property optionors), stating that the Kellyn option agreement has not been terminated by Galahad, as well as
punitive damages of $500,000, costs of this proceeding and other damages as the court deems fit.

On August 23, 2011, Wayne Richards and James Hamel (the Kellyn Gold property optionors) responded to
Galahad’s July 25, 2011, claim with a counterclaim that the Kellyn Option agreement be terminated immediately,
as well as $20,000 for lost profits. Galahad’'s Management and legal counsel have reviewed the counterclaim and
at this time believe that it is unlikely that the Courts will rule in favor of Richards and Hamel. Galahad's
Management will pursue an action against Richards and Hamel to ensure maximum value for Galahad’'s
shareholders is obtained.
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22.

Capital management

The Group's capital structure has been defined by Management as being comprised of shareholders' equity, which
comprises share capital and other components of equity and accumulated deficit, which at September 30, 2011,
totals $ (1,317,887) (December 2010 - $ (1,024,373)). The Group's objectives when managing its capital structure
are to preserve the Group's access to capital markets and its ability to meet its financial obligations and to finance
its exploration activities and general corporate costs. This is achieved by the Board of Directors review and
acceptance of exploration budgets that are achievable within existing resources and the timely matching and
release of the next stage of expenditures with the resources made available from private placements or other
funding.

The Group monitors its capital structure using annual forecasted cash flows, exploration budgets and targets for
the year, as well as corporate capitalization schedules.

The Group currently has no source of revenues; as such the Group is dependent upon external financing to fund
its activities. In order to carry future projects and pay for administrative costs, the Group will spend its existing
working capital and raise additional funds as needed. Management reviews its capital management approach on
an ongoing basis and believes that this approach, given the relative size of the Group, is reasonable.

The Group manages its capital structure and makes adjustments to it, based on the funds available to the Group
to maintain flexibility while achieving the objectives stated above as well as support future business opportunities.
To manage the capital structure the Group may adjust its exploration programs, operating expenditure plans, or
issue new common shares and warrants.

The Board of Directors does not establish quantitative return on capital criteria for management, but rather relies
on the expertise of the Group’s Management to sustain future development of the business.

There were no changes in the Group’s approach to capital management for the period ending September 30,
2011. The Group is not subject to externally imposed capital requirements or covenants. However; funds raised
under flow-through agreements which were renounced by the Group to the CRA are restricted in use and must be
spent on eligible exploration expenses.

23.

Supplemental cash flow information
September December 31,
30, 2011 2010

$ $

Non-cash transactions
Shares issued for properties 8,000 16,000
Share issuance costs 49,815 39,780
Settlement of accounts payable on transfer of mineral

property - 430,065

Shares issued for debt and interest - 154,866

24.

Subsequent events
On October 3, 2011, the Board of Directors of Galahad Metals Inc. appointed Stephen Coates to the Board.

On October 6, 2011, Red Ore Gold Inc. announced plans to issue a private placement of up to 10,000,000 non-
brokered units at a price of $0.10 per unit, with each unit comprised of one common share and one common share
purchase warrant. Each whole warrant is exercisable at a price of $0.20 per common share from the date of issue
up to and including November 1, 2013. The Company may pay a finder’s fee with respect to subscription for units,
which fee shall be comprised of 10% of the proceeds plus such number of finders warrants (on the same terms as
the warrants) representing 10% of the units purchased.

On October 7, 2011, Galahad Metals Inc. announced that its Board of Directors has authorized a distribution to its
shareholders of the common shares of its subsidiary Red Ore Gold Inc. (“RXX”"), by way of a tax-free return of
capital, subject to compliance with applicable laws and receipt of all necessary regulatory and shareholder
approvals. While the details of the return of capital are being finalized, including the specific number of the 8.8
million RXX shares held by the Company that will ultimately be distributed to shareholders, it is anticipated that
only Canadian shareholders entitled to receive 1,000 or more RXX shares will qualify to receive such RXX shares.
All other shareholders will receive a cash payment equivalent to the value of the RXX shares that would have
otherwise been allocated to them. The Company issued a notice for a special meeting of the shareholders to be
held on November 30, 2011, to approve the reduction of stated capital and return of capital to shareholders.
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24.

Subsequent events — (continued)

On October 13, 2011, Red Ore Gold Inc. announced the staking of 86 additional unpatented lode mining claims in
north-central Nevada covering a total of 1,777 acres (719 hectares) strategically located between Ely Gold's and
Solitario’s Mt. Hamilton Gold-Silver Project and their own Pogonip Ridge Silver-Gold Property. The Company
increased its property to 3,120 acres (1,262 hectares).

On October 24, 2011, Red Ore Gold Inc. issued 100,000 units to investors at a price of $0.10 per unit for gross
proceeds of up to $10,000 as part of a private placement. Each unit consists of one common share of the
Company and one common share purchase warrant. Each warrant entitles the holder thereof to acquire one
common share of the Company at a price of $0.20 per common share exercisable on or before November 1, 2013.

On October 27, 2011, Red Ore Gold Inc. issued 600,000 units to investors at a price of $0.10 per unit for gross
proceeds of up to $60,000 as part of a private placement. Each unit consists of one common share of the
Company and one common share purchase warrant. Each warrant entitles the holder thereof to acquire one
common share of the Company at a price of $0.20 per common share exercisable on or before November 1, 2013.

On October 27, 2011, Red Ore Gold Inc. paid a finder's fee with respect to October subscriptions comprised of
$6,000 and 60,000 finder's warrants. Each warrant entitles the holder thereof to acquire one common share of the
Company at a price of $0.20 per common share exercisable on or before November 1, 2013.

On October 28, 2011, Red Ore Gold Inc. issued 100,000 units to investors at a price of $0.10 per unit for gross
proceeds of up to $10,000 as part of a private placement. Each unit consists of one common share of the
Company and one common share purchase warrant. Each warrant entitles the holder thereof to acquire one
common share of the Company at a price of $0.20 per common share exercisable on or before November 1, 2013.

On November 3, 2011, the Board of Directors of Red Ore Gold Inc. approved the issuance of 250,000 contractor
shares to Michael Zamora. Mr. Zamora was appointed as the new President of the Company on October 5, 2011.
The Board of Directors also approved the issuance of 50,000 contractor shares to an employee of the Company.

On November 3, 2011, the Board of Directors of Red Ore Gold Inc. approved an increase in issuance of contractor
shares previously approved from 170,000 to 850,000. The shares will be distributed as follows: 500,000 to the
Chief Executive Officer, 125,000 to the Chief Financial officer, 125,000 to the former President of the Company,
and 100,000 to Contractors of the Company. The Company anticipates issuing the shares in January 2012.

On November 5, 2011, Red Ore Gold Inc. entered into mining lease agreements with Gold Range Company LLC
for both the Pogonip and Ryepatch properties. The agreement provides Red Ore Gold with the right to explore,
develop and mine the properties and is subject to a payment of US$15,000 and US$ 10,000 upon signing of the
Agreement. All advanced royalty payment listed in the terms of the agreements has remained unchanged from the
letters of intent signed by Red Ore Gold earlier in the year.

On November 16, 2011, Red Ore Gold Inc. incorporated a wholly owned subsidiary Red Ore Gold NV Inc.
(“RNV”). RNV was incorporated under the laws of the State of Nevada with share capital of 1,000 at a value of
$0.01 per share.

On November 17, 2011, Galahad Metals Inc. signed an agreement to transfer a total of 104 mining claims located
in Barraute Township, Province of Quebec, to Abcourt Mines Inc. (“Abcourt”) in return for a cash payment of
$25,000 and 500,000 class B common shares of Abcourt.

25.

Conversion to IFRS

For all periods up to and including the year ended December 31, 2010, the Group prepared its financial
statements in accordance with Canadian generally accepted accounting practice (GAAP). These financial
statements for the year ended December 31, 2011, are the first the Group has prepared under International
Financial Reporting Standards (IFRS).

Accordingly, the Group has prepared financial statements which comply with IFRS applicable for all periods
beginning on or after January 1, 2011, as described in the accounting policies. In preparing these financial
statements, the Group’s opening statement of financial position was prepared as at January 1, 2010, the Group’s
date of transition to IFRS. This note explains the principal adjustments made by the Group in restating its previous
GAAP financial statements for the year-ending December 31, 2010.

The Group has applied IFRS 1 First-time Adoption of International Financial reporting standards in preparing these

first IFRS consolidated financial statements. The effects of the transition to IFRS on equity, total comprehensive
income, and reported cash flows are presented in this section and are further explained below.
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25.

Conversion to IFRS — (continued)

First time adoption exemptions applied

Upon transition, IFRS 1 permits certain exemptions from full retrospective application. Galahad will apply the
mandatory exemptions and certain optional exemptions. The exemptions to be adopted by Galahad are set out
below:

Mandatory exceptions to be adopted by the Group

. Financial assets and liabilities that had been de-recognized before January 1, 2005, under the previous
GAAP have not been recognized under IFRS.

e  The Group will use estimates under IFRS that are consistent with those applied under previous GAAP
(with adjustments for accounting policy differences) unless there is objective evidence those estimates
were in error.

Optional exemptions to be applied by the Group

e The Group has elected not to apply IFRS 3 Business Combinations retrospectively to business
combinations that occurred before the transition date of January 1, 2011.

e The Group has elected to use facts and circumstances existing at the date of transition to determine
whether an arrangement contains a lease. No such assessment was done under the previous GAAP.

e  The Group has elected to maintain the designations of its financial instruments at the date of transition.
The Group has also taken the exemption to designate some financial instruments at fair value through
profit or loss.

e  The Group has elected to apply IFRS 2 for all equity instruments granted after November 7, 2002, that
had not vested by January 1, 2011. Further, the Group will apply IFRS 2 on all liabilities arising from
share-based payment transactions that existed at January 1, 2011.

e The Group has elected not to retrospectively recognize changes in existing decommissioning,
restoration and similar liabilities under IFRIC 1 which may have occurred before the Transition Date.

IFRS 1 does not permit changes in estimates that have been made previously. Accordingly, estimates used in
preparation of the Group’s opening IFRS statement of financial position as at the Transition Date are consistent with
those made under Canadian GAAP.

The Group’s audited Transition Date IFRS consolidated statement of financial position is included as comparative
information in the audited consolidated statement of financial position in these consolidated financial statements.

Presentation differences

Certain presentation differences between GAAP and IFRS have no impact on reported loss or total equity.

Some line items are described differently (renamed) under IFRS compared to previous GAAP, although the assets
and liabilities included in these line items are unaffected.

Changes to accounting policies

The Group has changed certain accounting policies to be consistent with IFRS. These changes to its accounting
policies have resulted in certain changes to the recognition and measurement of assets, liabilities, equity, revenue
and expenses with its consolidated financial statements. The summary of changes as well as the quantification of
the changes on the statement of financial position as at the transition date and as at December 31, 2010, is
summarized in the reconciliation of equity below.

Restatement of statement of cash flows from previous GAAP to IFRS

The transition from Canadian GAAP to IFRS has had no effect on the reported cash flows generated by the Group.
The reconciling items between Canadian GAAP presentation and IFRS presentation have no net impact on the cash
flows generated.

Reconciliation of equity

A first time adopter must present a reconciliation of its equity at the transition date and also at the end of the latest
period presented in the most recent annual financial statements under the previous GAAP.
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25.

Conversion to IFRS — (continued)

The standard does not specify the form and content of the reconciliation and is silent on what constitutes “sufficient
detail” in relation to the reconciliation. Judgment will therefore need to be applied. The reconciliation presented in
this note is based on IG example 11 (from the implementation guidance under IFRS 1), and presents movement in
each line item of financial position from previous GAAP to IFRS, with accompanying narrative explanations. There
are of course alternative ways of satisfying IFRS 1's requirements.

Equity at September 30, 2010 and at December 31, 2010 can be reconciled to the amounts reported under the

previous GAAP as follows:

IFRS headings
Assets
Current assets:

Cash
Accounts receivable

Non current assets:
Exploration advances

Total assets

Liabilities

Current liabilities:
Accounts payable
and accrued liabilities

Provisions

Shareholders' equity

Share capital
Contributed surplus

Deficit

Old GAAP headings

Cash
Accounts receivable

Exploration advances

Mining exploration
properties

Deferred exploration
expenditures

Accounts payable
and accrued liabilities

Part XI1.6 tax payable

Share capital
Contributed surplus

Deficit

Total liabilities and shareholders' equity

September 30, 2010

A) Exploration for and evaluation of mineral resources

Previous GAAP  Effect on transition to IFRS CAD IFRS
CAD CAD
$ 211,128 $ - 211,128
65,742 - 65,742
276,870 - 276,870
39,810 - 39,810
1,727,094 (1,727,094) -
3,506,735 (3,506,735) -
5,273,639 (5,233,829) 39,810
$ 5,550,509 $ (5,233,829) 316,680
$ 376,913 $ - 376,913
213,794 - 213,794
590,707 - 590,707
$ 12,870,767 $ 1,028,842 13,899,609
1,100,288 (12,016) 1,088,272
(9,011,252) (6,250,655) (15,261,907)
$ 4,959,803 $ (5,233,829) (274,026)
$ 5,550,509 $ (5,233,829) 316,680

The application of the Group’s accounting policy for exploration and evaluation expenditures requires judgment
in determining whether it is likely that future economic benefits are likely either from future exploitation or sale
or whether activities have not yet reached a stage which permits a reasonable assessment of the existence of
reserves. The determination of an ore reserve is itself an estimation process that requires varying degrees of
uncertainty depending on sub-classification and these estimates directly impact the point of deferral of
exploration and evaluation expenditures.

The deferral policy requires Management to make certain estimates and assumptions about future events or
circumstances, in particular whether an economically viable extraction operation can be established. Estimates
and assumptions may change if new information becomes available.
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25.

Conversion to IFRS — (continued)

B)

Q)

Exploration and evaluation costs

Costs associated with property acquisition as well as geological and geophysical expenditures and unproven
exploration and evaluation were capitalized as deferred mineral assets and deferred exploration expenditures
in accordance with Canadian GAAP. Under the Group’s accounting policies, certain early stage prospecting
costs are expensed as incurred, while exploration costs are initially capitalized as an asset and if subsequently
determined not to show economic viability, are charged to the statement of comprehensive income. As a result
the Group as written off $5,233,829 exploration costs which were either not permitted to be capitalized under
the Group’s application of IFRS 6 due to unsuccessful exploration and evaluation costs.

Flow-through shares

On transition to IFRS, issuance of flow-through shares is accounted for similarly to the issuance of a
compound financial instrument. Proceeds should be allocated between the offering of the common shares and
the sale of tax benefit when common shares are offered. When the Company has renounced its deductions
and has incurred its eligible expenditures, the sale of the tax deductions is recognized in the profit or loss as a
deduction of deferred tax expense and a deferred tax liability is recognized for the taxable temporary difference
between the carrying amount of eligible expenditures as an asset and its tax base. The allocation is made
based on the difference between the quoted market price of existing common shares at the date of issuance
and the amount the investor pays for the flow-through shares. A tax liability is recognized for the premium paid
by investors.

As there is no exemption under IFRS 1 for first time adopters regarding flow-through shares, the treatment
under IFRS needs to be applied retrospectively.

Previously, the Company’s Canadian GAAP policy was to adopt the recommendations of EIC 146 with respect
to the accounting for flow-though shares. This resulted in the Company reducing net proceeds of the flow-
through share issuance by the future tax liability of the Company resulting from the renunciation of the
exploration and development expenditures in favor of the flow-through subscribers. The future income tax
liability was the calculated net of any benefit resulting from unrecorded income tax losses carried forward and
income tax pools in excess of the accounting value available for deduction.

Impact on the statement of financial position of reversing the renouncement:

September 30, 2010

Adjustment to share capital $ 1,687,600

Adjustment to deficit ($ 1,687,600)

Impact on the statement of financial position for FIT liability:

September 30, 2010

Adjustment to share capital ($ 658,758)

Adjustment to deficit $ 658,758

Share based payments

Under IFRS the Group must treat each of the vesting periods as a separate grant and therefore recomputed
the fair value of the newly vested options each time previously granted options vest. Furthermore, IFRS differs
from Canadian GAAP in which under IFRS the Group must estimate the percentage of stock options which will
expire unexercised as well as forfeited and include this percentage as a reduction in the determination of the
stock option expense.

Based on the vesting period of stock options granted prior to January 1, 2010 and not vesting as at the

transition date, a total of $12,016 has been recognized as a restatement in the opening statement of financial
position as at January 1, 2010.
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25. Conversion to IFRS — (continued)

Equity reconciliation as at December 31, 2010:

IFRS headings

Old GAAP headings

December 31, 2010

Assets Previous GAAP  Effect on transition to IFRS CAD IFRS
CAD CAD
Current assets:
Cash Cash $ 223,441 $ - 8 223,441
Accounts receivable Accounts receivable 52,521 - 52,521
Prepaid expenses Prepaid expenses 1,500 - 1,500
277,462 - 277,462
Non current assets:
Mining exploration
g exp 1,711,295 (1,711,295) ;
properties
Deferred exploration
) 4,576,570 (4,576,570) -
expenditures
6,287,865 (6,287,865) -
Total assets $ 6,565,327 $ (6,287,865) $ 277,462
Liabilities
Current liabilities:
Accounts payable Accounts payable $ 144,615 $ 809 $ 145,424
and accrued liabilities and accrued liabilities
Provisions Part XI1.6 tax payable 217,017 - 217,017
361,632 809 362,441
Shareholders' equity
Share capital Share capital $ 13,154,084 $ 1,167,705 $ 14,321,789
Contributed surplus Contributed surplus 1,181,685 (21,205) $ 1,160,480
Other reserves Cumulative translation 531 $ 531
adjustment
Deficit Deficit (8,863,970) (7,643,203) (16,507,173)
5,472,330 (6,496,703) (1,024,373)
Non controlling interest Non controlling interest 731,365 208,029 939,394
6,203,695 (6,288,674) (84,979)
Total liabilities and shareholders' equity $ 6,565,327 $ (6,287,865) $ 277,462

For changes in share capital and contributed surplus refer to the reconciliation as at September 30, 2010.

A) Non controlling interest

The adjustment to the non controlling interest relates to the mineral exploration expenditures which were
capitalized under Canadian GAAP; however, under IFRS the Group has elected to expense these costs. Refer
to note A for details of the change in accounting policy.

Reconciliation of total comprehensive income

A first time adopter must present a reconciliation of total comprehensive income under IFRS for the latest period in
the entity’s most recent annual financial statements under previous GAAP. The concept of total comprehensive
income was introduced in IAS 1. IFRS 1 acknowledges that previous GAAP might not include a concept such as
total comprehensive income and therefore allows profit or loss to be used as a starting point. The standard explains
that it is helpful to users to have information about all items of income and expense, not only those recognized in
profit or loss. The starting point therefore depends on previous GAAP such that profit or loss cannot be used as a
starting point if a statement of comprehensive income was presented under previous GAAP.
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25. Conversion to IFRS — (continued)

Total comprehensive income for the reporting period ended September 30, 2010 can be reconciled to the amounts reported under previous GAAP as follows:

IERS description
Expenses

Management fees

Promotion & Investor Conference
Regulatory, exchange, AGM, press release and
transfer agent fees

Professional fees
General and administrative

Exploration and evaluation expense

Part XI.6 tax

Interest expense
Other income
Foreign exchange loss

Net loss before tax for the year

Net loss and total comprehensive loss for the year

Previous GAAP description

Management fees

Promotion & Investor Conference
Regulatory, exchange, AGM, press
release and transfer agent fees

Professional fees
General and administrative
Stock option expense

Write-off of deferred exploration expenditures and mineral

properties
Part XI.6 tax

Finance costs
Other income
Foreign exchange loss

Net loss before tax for the year

Recovery of future income taxes

Net loss and total comprehensive loss for the year

Nine months ending September 30, 2010

Effect of
transition to
Previous GAAP IFRS IFRS
CAD CAD CAD

49,500 - 49,500
96,287 (5,168) 91,119
39,705 - 39,705
87,672 - 87,672
307,233 (253,754) 53,479
- 250,099 250,099

- 384,417 384,417
160,423 (160,423) -
22,349 - 22,349
(763,169) 215,171 (978,340)
(11,853) (14,067) (25,920)
20,207 - 20,207
861 - 861
9,215 (14,067) (4,852)
(753,954) 201,104 (983,192)
54,500 (54,500) -
(699,454) 146,604 (983,192)
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25. Conversion to IFRS — (continued)
Total comprehensive income for the reporting year ended December 31, 2010 can be reconciled to the amounts reported under previous GAAP as follows:

December 31, 2010

Effect of
transition to
Previous GAAP IFRS IFRS
IERS description Previous GAAP description CAD CAD CAD
Expenses
Management fees Management fees 66,000 - 66,000
Promotion & Investor Conference Promotion & Investor Conference 121,947 (13,021) 108,926
Regulatory, exchange, AGM, press release and Regulatory, exchange, AGM, press

transfer agent fees release and transfer agent fees 43,247 - 43,247
Professional fees Professional fees 129,951 (76) 129,875
General and administrative General and administrative 421,668 (307,775) 113,893
Stock option expense - 322,307 322,307
Exploration and evaluation expense - 1,813,651 1,813,651

Write-off of deferred exploration expenditures and mineral
properties 12,681 (12,681) -
Loss on transfer of mineral property Loss on transfer of mineral property 205,604 - 205,604
Part XI.6 tax Part XI.6 tax 25,573 - 25,573
(1,026,671) 1,802,405 (2,829,076)
Interest expense Finance costs (11,956) (14,067) (26,023)
Other income Other income 310 - 310
Foreign exchange loss Foreign exchange loss 326 - 326
(11,320) (14,067) (25,387)
Net loss before tax for the year Net loss before tax for the year (1,037,991) 1,788,338 (2,854,463)
Recovery of future income taxes 193,400 (193,400) -
Net loss for the year Net loss for the year (844,591) 1,594,938 (2,854,463)
Translation adjustment Translation adjustment 885 - 885
Total other comprehensive income Total other comprehensive income (843,706) 1,594,938 (2,853,578)
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1

2)

3)

4)

5

Conversion to IFRS — (continued)

The reduction in general and administrative expenses and increase in stock option expenses:

The adjustment is due to stock option expense recognized under Canadian GAAP for options granted to
investor relations consultants which, had not vested as at September 30 and December 31, 2010. Under
Canadian GAAP the Group recorded an expense for these stock options were under IFRS the Group can only
recognize an expense for stock options granted once the options vest. Under Canadian GAAP the Company
was grouping stock option expenses under general and administrative expenses whereas under IFRS stock
option expenses have been recorded as a separate line item on the statement of comprehensive income.

Reduction in promotion and investor conference:

Under Canadian GAAP the Company recorded the stock options granted to investor relations companies as a
promotional expense, whereas under IFRS all stock option expense as recorded as a separate line item on the
statement o comprehensive income.

Removal of write-off and introduction of Exploration and evaluation expense

The adjustment is due to exploration and evaluation expenditures which were capitalized under Canadian
GAAP and subsequently expensed under IFRS as all projects held by Galahad as at September 30, 2010 and
December 31, 2010, were not advanced far enough to a point in which there would be an economically minable
mineral reserve. Refer to the accounting policy for exploration and evaluation expenses.

Finance costs:

The increase in finance costs is due to reclassification of expenditures from general and administrative to
finance costs upon adoption of IFRS.

Recovery of future income taxes

The adjustment is due to the change in accounting policy for flow through financing under Canadian GAAP and
IFRS. Refer to the section on “reconciliation of equity” above for further details.
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