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AUDITORS' REPORT

To the Shareholders of
Manitou Gold Inc.

We have audited the accompanying financial statements of Manitou Gold Inc. which comprise the balance sheets
as at December 31, 2010 and 2009 and the statements of operations and deficit, and cash flows for the year ended
December 31, 2010 and for the period from May 8, 2009 to December 31, 2009 and a summary of significant
accounting policies and other explanatory information.  

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with Canadian generally accepted accounting principles, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Manitou Gold
Inc. as at December 31, 2010 and 2009, and its financial performance and its cash flows for the year ended
December 31, 2010 and for the period from May 8, 2009 to December 31, 2009 in accordance with Canadian
generally accepted accounting principles. 

Licensed Public Accountants
Chartered Accountants
April 6, 2011
Toronto, Ontario
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Manitou Gold Inc.
Balance Sheets
As at December 31, 2010 and 2009

2010 2009

Assets

Current
Cash and cash equivalents $ 2,749,324 $ 234,802
Prepaid expenses and other sundry assets 99,578 14,858

2,848,902 249,660
Equipment (Note 3) 1,609 1,703
Deferred share issue cost - 86,238
Mineral properties and deferred exploration expenditures

 (Note 4) 3,842,236 721,334

$ 6,692,747 $ 1,058,935

Liabilities

Current
Accounts payable and accrued liabilities $ 114,408 $ 196,115

Shareholders' Equity

Capital stock (Note 5) 6,675,619 968,323

Contributed surplus (Note 6) 661,500 137,000

Warrants (Note 7) 326,100 -

Deficit (1,084,880) (242,503)

6,578,339 862,820

$ 6,692,747 $ 1,058,935

Nature of Operations  (Note 1)
Commitment (Note 12)

Approved by the Board "Richard Murphy" "Wayne Whymark"
Director (Signed) Director (Signed)

See accompanying notes 2



Manitou Gold Inc.
Statements of Operations and Deficit
Year Ended December 31, 2010 and for the Period from May 8, 2009 to December 31, 2009

2010 2009

Expenses 
Amortization $ 928 $ 301
Office and general 397,595 57,265
Professional fees 46,362 48,246
Stock-based compensation (Note 9) 524,500 137,000
Write down of deferred exploration costs and project generation

costs 20,961 -

990,346 242,812

Loss before the undernoted items 
and income taxes (990,346) (242,812)

Interest Income 31,781 309

Loss before income taxes (958,565) (242,503)

Income tax recovery 116,188 -

Net loss (842,377) (242,503)

Deficit, beginning of period (242,503) -

Deficit, end of period $ (1,084,880) $ (242,503)

Loss per share

Basic and diluted $ (0.037) $ (0.034)

Weighted average number of common shares outstanding

Basic and diluted 22,808,156 7,099,487

See accompanying notes 3



Manitou Gold Inc.
Statements of Cash Flows
Year Ended December 31, 2010 and for the Period from May 8, 2009 to December 31, 2009

2010 2009

Cash provided by (used in)

Operations
Net loss $ (842,377) $ (242,503)
Items not affecting cash

Amortization 928 301
Stock-based compensation 524,500 137,000
Future income tax recovery (116,188) -
Write-down of deferred exploration expenditures 19,489 -

(413,648) (105,202)
Net changes in non-cash working capital

Prepaid expenses and other sundry assets (84,720) (14,858)
Accounts payable and accrued liabilities (57,849) 123,617

(556,217) 3,557

Investing
Purchase of equipment (834) (2,004)
Mineral property and deferred exploration expenditures incurred (1,933,019) (641,334)

(1,933,853) (643,338)

Financing
Issuance of capital stock, net of share issue costs 5,000,592 888,323
Finance costs incurred and deferred - (13,740)
Exercise of warrants 4,000 -

5,004,592 874,583

Net change in cash 2,514,522 234,802

Cash and cash equivalents, beginning of period 234,802 -

Cash and cash equivalents, end of period $ 2,749,324 $ 234,802

Cash and Cash Equivalents at end of period Consists of:

Cash $ 79,780 $ 24,802
Redeemable guaranteed investment certificate 2,669,544 210,000

$ 2,749,324 $ 234,802

Supplemental Disclosure

Accounts payable relating to deferred exploration expenditures
incurred $ 48,640 $ 57,150

See accompanying notes 4



Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

1. NATURE OF OPERATIONS

Manitou Gold Inc. ("the Company") is engaged in the exploration of base metals and precious
metals.  All interests held are currently in the exploration stage.

The Company's principal assets are mining claims and deferred exploration expenditures made with
respect to properties which are not in commercial production.  The Company is in the process of
exploring its mining claims and has not yet determined whether or not the properties will contain
economically recoverable reserves.

As is common with exploration companies, the Company is dependent upon obtaining necessary
equity financing from time to time to finance its on-going and planned exploration activities and to
cover administrative costs.

2. SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Company have been prepared in accordance with Canadian
generally accepted accounting principles, within the framework of the significant accounting policies
described below:

Cash and Cash Equivalents

Cash and cash equivalents include bank deposits and highly liquid money market investments such
as bankers acceptance notes, treasury bills and guaranteed investment certificates.

Equipment

Computer equipment is recorded at cost and amortized on the declining balance basis at 30% per
annum.  Computer software is recorded at cost and amortized on a straight line basis at 100% per
annum.

Income Taxes

The Company follows the asset and liability method of accounting for income taxes.  Under this
method, future income tax assets and liabilities are determined based on temporary differences
between financial reporting and tax bases of assets and liabilities, as well as for the benefit of
losses available to be carried forward to future years for tax purposes.  Future income tax assets
and liabilities are measured using enacted tax rates and laws that will be in effect when the
differences are expected to reverse.  Future income tax assets are recorded in the financial
statements if realization is considered more likely than not.
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

2. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Mineral Properties and Deferred Exploration Expenditures

All direct costs related to the acquisition and exploration and development of specific properties are
capitalized as incurred.  If a property is brought into production, these costs will be amortized
against the income generated from the property.  If a property is abandoned, sold or impaired, an
appropriate charge will be made.  Discretionary option payments arising on the acquisition of mining
properties are only recognized when paid.  Amounts received from other parties to earn an interest
in the Company's mining properties are applied as a reduction of the mining property and deferred
exploration costs, except for administrative reimbursements which are credited to operations.

The amounts shown for mining claims and related deferred costs represent costs incurred to date,
less amounts expensed and reimbursements, and do not necessarily reflect present or future
values of the particular properties.  The recoverability of these costs is dependent upon discovery of
economically recoverable reserves and future production or proceeds from the disposition thereof.

(a) Impairment

Management reviews the carrying values of mining property acquisition and deferred
exploration expenditures to assess whether there has been any impairment in value, whenever
events or changes in circumstances indicate that its carrying amount may not be recoverable.
In the event that management determines the carrying values of any mining property to be
permanently impaired, the carrying value will be written down or written off, as appropriate.
Management considers the guidance in EIC 174 when determining whether or not its mining
properties are impaired.

(b) Title

Ownership in mineral properties involves certain risks due to the difficulties in determining the
validity of certain claims as well as the potential for problems arising from the frequently
ambiguous conveyancing history characteristic of many mineral interests.  The Company has
investigated the ownership of its mineral properties and, to the best of its knowledge,
ownership of its interests are in good standing.

Share Issuance Costs

Costs incurred in connection with the issuance of capital stock are netted against the proceeds
received.  Costs related to the issuance of capital stock and incurred prior to issuance are recorded
as deferred share issuance costs and subsequently netted against proceeds when they are
received.

Loss Per Share

Basic loss per share is calculated based on the weighted average number of shares outstanding.
The treasury stock method is used to compute the dilutive effect of options, warrants and similar
instruments.
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

2. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Accounting for Stock-Based Compensation and Other Stock-Based Payments

The Company applies a fair value based method of accounting to all stock-based payments.
Accordingly, stock-based payments are measured at the fair value of the consideration received or
the fair value of the equity instruments issued or liabilities incurred, which ever is more reliably
measurable.  Stock-based compensation is charged to operations over the vesting period and the
offset is credited to contributed surplus.  Consideration received upon the exercise of stock options
is credited to share capital and the related contributed surplus is transferred to share capital.

Future Income Taxes and Flow-Through Shares

Canadian Income Tax Legislation permits an enterprise to issue securities referred to as flow-
through shares, whereby the investor can claim the tax deductions arising from the renunciation by
the Company of the related resource expenditures.  When resource expenditures are renounced to
the subscribers of flow through shares and the Company has reasonable assurance that the
expenditures will be completed, a resultant future income tax liability is recognized, with a
corresponding reduction in share capital.

If the Company has sufficient unused tax losses and deductions (“losses”) and no future income tax
assets have been previously recognized on such losses, such future income tax assets are
recognized to the extent that the future income tax liabilities relating to the renunciation of
expenditures to subscribers of flow through shares are expected to reverse in the loss carry forward
period.

Use of Estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting
principles 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
financial statements and the reported amounts of revenue and expenses during the reporting
period. Areas requiring significant estimates by management are impairment, if any, on mineral
properties and deferred exploration costs, measurement of stock-based compensation and the
valuation of shares issued prior to the completion of an equity financing for the acquisition of
properties.  Actual results could differ from those estimates.

Financial Instruments

All financial instruments are recorded initially at fair value. In subsequent periods, all financial
instruments are measured based on the classification adopted for the financial instrument: held-to-
maturity, loans and receivables, held for trading, available-for-sale or other liability.
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

2. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Financial Assets

Held for trading assets are subsequently measured at fair value with the change in the fair value
recognized in net income during the period.

Held-to-maturity assets are subsequently measured at amortized cost using the effective interest
rate method.

Loans and receivables are subsequently measured at amortized cost using the effective interest
rate method.

Available-for-sale assets are subsequently measured at fair value with the changes in fair value
recorded in other comprehensive income.

Financial Liabilities

Held for trading liabilities are subsequently measured at fair value with the change in the fair value
recognized in net income during the period.

Other liabilities are subsequently measured at amortized cost using the effective interest rate
method.

The Company has classified its financial instruments as follows:

Financial Instrument Classification

Cash and cash equivalents Held for trading
Accounts payable and accrued liabilities Other liabilities

Comprehensive Income

Comprehensive income measures net earnings for the period plus other comprehensive income.
Other comprehensive income consists of changes to unrealized gains and losses on available-for-
sale financial assets, changes to unrealized gains and losses on the effective portion of cash flow
hedges and changes to foreign currency translation adjustments of self-sustaining foreign
operations during the period. Amounts reported as other comprehensive income are accumulated in
a separate component of shareholders’ equity as Accumulated Other Comprehensive Income. To
date there has not been any other comprehensive income and accordingly, a statement of
comprehensive income has not been presented.

Recent Accounting Pronouncements Issued and Not Yet Applied

In February 2008, the Canadian Accounting Standards Board confirmed that publicly accountable
entities will be required to adopt International Financial Reporting Standards (“IFRS”). As a result,
the Company must prepare its interim and annual financial statements in accordance with IFRS for
periods beginning on January 1, 2011, with comparative information for the respective 2010 period
restated in accordance with IFRS.  Adoption of IFRS may result in material differences from the
Company’s previously reported Canadian GAAP-compliant financial position and results from
operations.

8



Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

3. EQUIPMENT

Accumulated
December 31, 2010 Cost Amortization Net

Computer software $ 834 $ 417 $ 417
Computer hardware 2,004 812 1,192

$ 2,838 $ 1,229 $ 1,609

Accumulated
December 31, 2009 Cost Amortization Net

Computer hardware $ 2,004 $ 301 $ 1,703

4. MINERAL PROPERTIES AND DEFERRED EXPLORATION EXPENDITURES

December 31, December 31,
2009 Additions Write-offs 2010

Kenwest (a) $ 369,637 $ 1,887,122 $ - $ 2,256,759
Canamerica (b) 206,112 421,602 - 627,714

Higbee (c) 59,646 22,429 - 82,075
Sherridon(d) 71,761 800,479 - 872,240
Gaffney Extension(e) - 3,448 - 3,448
Other(f) 14,178 5,311 19,489 -

$ 721,334 $ 3,140,391 $ 19,489 $ 3,842,236

May 8,2008 December 31,
(date of incorporation) Additions Write-offs 2009

Kenwest (a) $ - $ 369,637 $ - $ 369,637
Canamerica (b) - 206,112 - 206,112

Higbee (c) - 59,646 - 59,646
Sherridon(d) - 71,761 - 71,761
Other(e) - 14,178 - 14,178

$ - $ 721,334 $ - $ 721,334

For details on the deferred expenditures see the attached on page 19 and 20.

9



Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

4. MINERAL PROPERTIES AND DEFERRED EXPLORATION EXPENDITURES (Cont'd)

(a) Kenwest Property – Kenora Mining Division, Ontario

Pursuant to a share purchase agreement dated June 30, 2009, as amended, the Company
acquired 60% of the issued and outstanding shares of Kenwest Mines Limited (“Kenwest”),
which held a 100% undivided interest and title in 32 patented mining claims and 10 mining
licenses of occupation in the Township of Boyer Lake, Kenora Mining Division (collectively, the
“Kenwest Property”).  Consideration paid to acquire the shares consisted of a cash payment of
$75,000, the issuance of an initial 255,000 shares of the Company, and the issuance of such
further shares of the Company as are required to ensure that the total shares issued to the
vendor continue to represent 15% of the aggregate issued and outstanding shares of the
Company until such time that the vendor has received 4,000,000 shares of the Company.  In
addition, amounts are due upon the occurrence of future events as follows:

i) $249,742 if the Company has cash and cash equivalents, on a consolidated basis, in
excess of $6 million, and

ii) $2,000,000 if the Company prepares a valid National Instrument 43-101 report indicating
a measured and indicated mineral resource on, in or under the property, of at least two
million ounces of gold or gold equivalent.

Pursuant to the share purchase agreement, the Company is required to incur exploration
expenditures on the property as follows:

i) $400,000 prior to June 30, 2010. (Incurred);

ii) an additional $600,000 prior to June 30, 2011, and,

iii) an additional $1,000,000 prior to June 30, 2012.  

If these expenditure requirements are not met then the property may be returned to the
vendor, at the vendor's option. 

On December 7, 2009, the Ontario Superior Court of Justice granted an order stating that, as
of December 7, 2009 the only issued and outstanding shares in the capital of Kenwest are the
shares owned by the Company and that any shares issued at any time prior to December 7,
2009 are forever extinguished and any and all claims against Kenwest and the Company
arising out of or relating to any such right, title and interest shall be asserted no later than
December 6, 2010 and only against a fund of $50,000 which has been established by the
Company.  If no Claims have been asserted against the $50,000 by December 6, 2010, the
fund balance shall be transferred to a charity, unless otherwise directed by the courts.  As a
result of this order, the Company now holds a 100% interest in the issued and outstanding
shares of Kenwest, subject to the conditions described.  The payment of $50,000 that is being
held in trust has been treated as an acquisition cost of the property.  As at December 6, 2010,
no claims had been asserted against the fund and, as at December 31, 2010, the $50,000
remains in the fund.  It is anticipated that direction shall be given to the Company by the courts
in 2011, as to the manner in which the $50,000 should be distributed.  If any amounts are
refunded from the $50,000 fund, the proceeds will be recorded as a recovery.
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

4. MINERAL PROPERTIES AND DEFERRED EXPLORATION EXPENDITURES (Cont'd)

(a) Kenwest Property – Kenora Mining Division, Ontario (Cont'd)

As the acquisition of Kenwest did not meet the definition of a “business,” the Company
accounted for the transaction as an option to acquire an asset, being the Kenwest Property.
This accounting treatment reflected the fact that, if the above expenditure requirements are not
met, the Kenwest Property will be returned to the vendor, at the vendor’s option.  In this regard,
the Corporation also accounted for the transaction in a manner that reflected the substance of
the transaction, notwithstanding the legal form of the transaction 

As the substance of the above agreement is an option to acquire an interest in the property
and accordingly, has been accounted for as such, by not consolidating these financial
statements with Kenwest

(b) Canamerica Property – Kenora Mining Division, Ontario

Pursuant to an option agreement dated June 3, 2009, the Company was granted an option to
acquire 7 unpatented mining claims in the Township of Boyer Lake, Kenora Mining Division
(collectively, the “Canamerica Optioned Property”).  Pursuant to the option agreement, the
Company can exercise its option to acquire the Canamerica Optioned Property by making
cash payments totaling $80,000, issuing a total 800,000 common shares and granting a 2.5%
net smelter royalty ("NSR"). The Company can purchase 1% of the NSR for $1,000,000.  The
payments and share issuances will be made in equal increments of $20,000, and 200,000
shares, respectively. Moreover, the payments and issuances will be made upon the effective
date of the agreement, as well as on or prior to each of the first, second, and third
anniversaries of the effective date thereafter.  To date the company has paid $40,000 and
issued 400,000 shares.  Since entering into the option agreement, the Company acquired a
100% beneficial interest in an additional 19 claims that were contiguous to the Canamerica
Optioned Property (the Canamerica Optioned Property and the 19 additional claims collectively
referred to as the “Canamerica Property”).  These additional 19 claims are also subject to the
NSR to which the Canamerica Optioned Claims are subject, as described above.

(c) Higbee Property – Kenora Mining Division, Ontario

Pursuant to an agreement dated June 3, 2009, the Company acquired a 100% undivided
interest and title in 19 unpatented mining claims in the Townships of Fisher Lake, Garnet Bay,
Kenora Mining Division (the “Higbee Property”).  Consideration paid to acquire the property
consisted of a cash payment of $10,000, the issuance of 500,000 shares of the Company, and
the granting to the vendor of a 1% net smelter return royalty.  During the year, the Company
allowed 16 of those claims to lapse.  The Company maintains a 100% interest in the remaining
3 claims.

(d) Sherridon Property – Kenora Mining Division, Ontario

Pursuant to a letter agreement, the Company was granted an option to acquire 3 unpatented
mining claims in the Townships of Mang Lake and Lower Manitou Lake, Kenora Mining
Division (the "Sherridon Optioned Property”).  Pursuant to the letter agreement, the Company
can exercise its option to acquire the Sherridon Property by making cash payments totaling
$98,500 and issuing a total of 200,000 shares of the Company, over a three year period.  To
date $23,500 has been paid and 100,000 shares have been issued pursuant to the letter
agreement.  The agreement is also subject to a a 2% net smelter royalty ("NSR").   The
Company can purchase 1% of the NSR for $1,000,000.  Since entering into the option
agreement, the Company acquired a 100% beneficial interest in an additional 21 claims that
were contiguous to the Sherridon Optioned Property (the Sherridon Optioned Property and the
21 additional claims collectively referred to as the “Sherridon Property”).    
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

4. MINERAL PROPERTIES AND DEFERRED EXPLORATION EXPENDITURES (Cont'd)

(e) Gaffney Extension Property – Kenora Mining Division, Ontario

Pursuant to a letter agreement dated January 31, 2011, the Company was granted an option to
acquire 1 unpatented mining claim in the Township of Lower Manitou Lake, Kenora Mining
Division (the "Gaffney Extension Property”).  Pursuant to the letter agreement, the Company
can exercise its option to acquire the Gaffney Extension Property by making cash payments
totaling $70,000 and issuing a total of 700,000 shares of the Company, over a three year
period.  The agreement is also subject to a a 2.5% net smelter royalty ("NSR").   The Company
can purchase 1.25% of the NSR for $1,250,000.

(f) Other – Kenora Mining Division, Ontario

The Company has incurred additional project generation related expenditures in the Gold Rock
Mining Camp, in the Kenora Mining Division, Ontario.  As the Company is no longer
considering, as potential additions to the Company’s exploration portfolio, the properties in
respect of which related costs to date were incurred, these costs were written off as at
December 31, 2010.

5. CAPITAL STOCK

Authorized
unlimited common shares

Issued

Number Value

Balance at May 8, 2008 (date of incorporation) - $ -
Shares issued to founders 1,000,000 10
Shares issued on property acquisitions 1,005,000 80,000
Flow-through shares issued on private placement 3,098,333 464,750
Shares issued on hard dollar private placements 4,450,000 445,000
Share issue costs - (21,437)

Balance at December 31, 2009 9,553,333 $ 968,323
Shares and warrants issued on initial public offering 8,000,000 2,000,000
Flow-through shares and warrants issued on private placements 5,450,000 3,437,500
Compensation units 240,000 60,000
Exercise of warrants (Note 8(b)) 10,000 4,100
Allocated to warrants (Note 7) - (304,200)
Shares issued on property acquisitions (Note 4) 3,995,000 1,158,732
Shares issuance costs (a) - (648,836)

Balance at December 31, 2010 27,248,333 $ 6,675,619

(a) Included in shares issuance costs is $116,188 for the tax effect of renounciation of flow-
through shares issued and $82,000 in non-cash costs, consisting of $22,000 in warrants and
$60,000 in compensation units.
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

6. CONTRIBUTED SURPLUS

The following summarizes the change in contributed surplus for the period:

2010 2009

Balance, beginning of period $ 137,000 $ -
Stock-based compensation expense (Note 9) 524,500 137,000

Balance, end of period $ 661,500 $ 137,000

7. WARRANT CAPITAL

The following summarizes the change in warrant capital for the period:

2010 2009

Balance, beginning of period $ - $ -
Value of warrants issued 326,200 -
Value of warrants exercised (100) -

Balance, end of period $ 326,100 $ -

8. STOCK OPTIONS AND WARRANTS

(a) Stock Options

The Company has a formal stock option plan (the "Plan").  The Plan is referred to as a
"floating" plan and provides for an aggregate number of shares reserved for issuance of up to
10% of the Company's issued common shares at the time of the grant of a stock option under
the Plan.  Options granted under the plan generally vested upon issuance.

The following summarizes the stock option activities during the period:

2010 2009
Number Weighted Number Weighted

of Average of Average
Options Exercise Price Options Exercise Price

Beginning balance 915,000 $0.30 - $ -
Granted 1,720,000 $0.45 915,000 $0.30
Cancelled\expired (25,000) $0.36 - $ -

Outstanding at period-end 2,610,000 $0.40 915,000 $0.30

Exercisable at period-end 2,610,000 $0.40 915,000 $0.30

The Company had the following stock options outstanding as of December 31, 2010:
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

8. STOCK OPTIONS AND WARRANTS (Cont'd)

(a) Stock Options (Cond't)

Number of Options Exercisable Exercise Price Expiry Date

900,000 900,000 $0.30 November 9, 2012
1,225,000 1,225,000 $0.45 May 11, 2013

385,000 385,000 $0.45 June 11, 2013
    100,000      100,000 $0.42 October 1, 2013

2,610,000 2,610,000

(b) Warrants

The following summarizes the warrant activity during the period:

2010 2009
Number Weighted Number Weighted

of Average of Average
Warrants Exercise Price Warrants Exercise Price

Beginning balance - $ - - $ -
Granted 7,522,000 $0.49 - $ -
Exercised (10,000) $0.40 - $ -

Outstanding at period-end 7,512,000 $0.49 - $ -

The Company had the following warrants outstanding at December 31, 2010:

Number of Warrants Exercise Price Expiry Date

5,510,000 $0.40 March 4, 2013
1,925,000 $0.75 December 11, 2011

77,000 $0.54 December 11, 2011

7,512,000

The weighted average fair value of the warrants granted in the year was estimated at $0.14 by using
the Black-Scholes Option Pricing Model with the following weighted average assumptions:

2010

Risk-free interest rate 0.50%
Dividend yield 0.00%
Volatility 105
Expected life 1.5 years

The Company has assumed no forfeiture rate as adjustments for actual forfeitures are made in the
year they occur.  Option pricing models require the use of highly subjective estimates and
assumptions including the expected stock price volatility.  Changes in the underlying assumptions
can materially affect the fair value estimates. 
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

9. STOCK-BASED COMPENSATION

The weighted average fair value of the options granted in the period was estimated at $0.30 (2009 -
$0.15) by using the Black-Scholes Option Pricing Model with the following weighted average
assumptions:

2010 2009

Risk-free interest rate 0.50% 1.00%
Dividend yield 0.00% 0.00%
Volatility 120% 100%
Expected life 3 years 3 years

The Company has assumed no forfeiture rate as adjustments for actual forfeitures are made in the
year they occur.  Option pricing models require the use of highly subjective estimates and
assumptions including the expected stock price volatility.  Changes in the underlying assumptions
can materially affect the fair value estimates. 

10. RELATED PARTY TRANSACTIONS

Transactions with related parties are incurred in the normal course of business and are measured
at the exchange amount.  Related party transactions that were entered into during the period have
been listed below, unless they have been disclosed elsewhere in the financial statements.

During the period, the Company paid exploration management fees totaling $134,250 (2009 -
$65,250) to a company controlled by the Vice president of Exploration of the Company.  The
Company also paid exploration equipment rental fees totaling $19,956 (2009 - $9,669) to the Vice
president of Exploration of the Company. 

During the period, the Company paid $13,308 (2009 – $Nil) on a cost recovery basis, to a company
with officers and directors in common.  This payment represented the reimbursement of the
Company's proportionate share of general and administrative expenditures paid by the related
company on behalf of both parties.
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

11. INCOME TAXES

Income Tax Expense

The following table reconciles income taxes calculated at combined Canadian federal/ provincial tax
rates with the income tax expense in the financial statements:

2010 2009

Loss before income taxes $ (958,565) $ (242,503)
Statutory rate %30.99 %33.0

Expected income tax expense recovery (297,059) (80,026)
Non-deductible expenses 162,543 45,400
Change in valuation allowance 104,991 31,700
Share issue costs (112,662) (5,400)
Change in expected tax rates and other 25,999 8,326

Income tax expense (recovery) $ (116,188) $ -

Future Income Taxes

The temporary differences that give rise to future income tax assets and future income tax liabilities
are presented below:

2010 2009
Future tax assets
Non-capital loss carry forwards $ 154,021 $ 27,400
Share issue costs and other 93,653 4,300
Mineral properties and deferred exploration costs (110,947) -

136,727 31,700
Less: Valuation allowance (136,727) (31,700)

Total future income tax assets $ - $ -

The Company has recorded a valuation allowance against its future income tax asset because it
believes it is not more likely than not, that sufficient taxable income will be realized during the
carryforward period to utilize the future income tax asset.

Loss Carry Forwards

As at December 31, 2010, the Company has non-capital tax loss carryforwards of $615,000
expiring as follows:

2029 $ 109,000
2030 506,000

$ 615,000
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

12. COMMITMENT

Pursuant to the flow through shares issued the Company is committed to incurring approximately
$2,887,462 in Canadian Exploration Expenditures on or prior to December 31, 2011 and to
renouncing these expenditures to subscribers of flow though financings, in accordance with the
rules under the Income Tax Act. As of December 31, 2010 the Company has incurred
approximately $1,430,000 towards this commitment and subsequent to the end of the year, the
Company renounced these expenditures with an effective date of December 31, 2010.

13. CAPITAL RISK MANAGEMENT

The Company's objective when managing capital is to maintain its ability to continue as a going
concern in order to provide returns for shareholders.

The Company includes equity, comprised of issued capital stock, warrants, contributed surplus and
deficit, in the definition of capital. 

The Company’s primary objective with respect to its capital management is to ensure that it has
sufficient cash resources to further exploration on its properties. To secure the additional capital
necessary to pursue these plans, the Company may attempt to raise additional funds through the
issuance of equity and warrants, debt or by securing strategic partners. 

The Company is not subject to externally imposed capital requirements.

14. FINANCIAL RISK MANAGEMENT

The Company is exposed to a variety of financial risks by virtue of its activities.  The overall risk
management program focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on financial performance.

Risk management is carried out by management under policies approved by the Board of Directors.
Management is charged with the responsibility of establishing controls and procedures to ensure
that financial risks are mitigated in accordance with the approved policies.

(a) Market Risk

The Company operates in Canada and incurs expenses in Canadian dollars therefore, the
Company is not exposed to any currency risk.  The Company's cash and short-term
investments earn interest at variable rates and therefore, the Company is exposed to interest
rate risk.  A 1% increase/decrease in interest rates at year end would cause an
increase/decrease in net loss by $11,500. 

(b) Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its obligations as they fall
due. The Company manages its liquidity risk by forecasting cash flows from operations and
anticipated investing and financing activities. Senior management is also actively involved in
the review and approval of planned expenditures.
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Manitou Gold Inc.
Notes to Financial Statements
December 31, 2010 and 2009

15. COMPARATIVE FIGURES  

Certain comparative figures have been reclassified to conform with the current year's presentation.
Net earnings previously reported have not been affected by this reclassification.

16. SUBSEQUENT EVENT

Subsequent to the end of the year, the Company completed a private placement of 11,800,000
units and 6,400,000 flow through shares at a price of $0.55 for each unit and $0.55 for each flow
through share, for aggregate gross proceeds of $10,010,000. Each unit consists of one common
share and one half of one common share purchase warrant. Each full warrant entitles the holder to
acquire one additional common share at an exercise price of $0.70 per share for twenty four
months following the closing date.  Upon the closing of this financing, the $249,742 option payment
detailed in Note 4(a) became due and payable.
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Manitou Gold Inc.
Schedules of Mineral Properties and Deferred Exploration Costs and Project Generation
and Evaluation Expenditures 
December 31, 2010

           Gaffney Project
Kenwest Canamerica Higbee Sherridon Extension Generation Total

Balance, beginning of year $ 369,637 $ 206,112 $ 59,646 $ 71,761 $ - $ 14,178 $ 721,334

Acquisition costs
Issuance of shares 1,037,732 98,000 - 23,000 - - 1,158,732
Legal and TSX costs 1,419 - 254 - 448 - 2,121
Staking - 16,447 - 24,955 - - 41,402
Prop tax/carrying cost 2,634 - - - - - 2,634
Option payments - 20,000 - 15,000 - - 35,000

1,041,785 134,447 254 62,955 448 - 1,239,889

Deferred exploration expenditures
Travel and consumables 46,166 8,468 - 20,032 - - 74,666
Geophysical services 46,429 44,898 - 20,113 - - 111,440
Management fees 58,800 9,000 4,500 46,500 3,000 2,700 124,500
Consultants 20,477 7,111 1,969 10,987 - 1,254 41,798
Insurance 2,405 564 106 2,882 - - 5,956
Wages and benefits 84,832 44,100 353 64,771 - - 194,055
Analysis 48,100 22,286 84 56,189 - 1,301 127,960
Field supplies 54,211 9,802 - 21,829 - - 85,843
Stripping/trenching 30,590 - - - - - 30,590
Field office 1,021 378 163 107 - 56 1,725
Line cutting - 22,938 15,000 20,404 - - 58,342
Drilling 452,309 117,611 - 473,709 - - 1,043,629

845,337 287,155 22,175 737,525 3,000 5,311 1,900,502

Write-down of acquisition and deferred
exploration costs and project
generation and evaluation
costs - - - - - (19,489) (19,489)

Net change for the year 1,887,122 421,602 22,429 800,479 3,448 (14,178) 3,120,902

Balance, end of year $ 2,256,759 $ 627,714 $ 82,075 $ 872,240 $ 3,448 $ - $ 3,842,236
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Manitou Gold Inc.
Schedules of Mineral Properties and Deferred Exploration Costs and Project Generation
and Evaluation Expenditures 
December 31, 2009

Project
Kenwest     Canamerica    Higbee Sherridon Generation Total

Balance, beginning of period $ - $ - $ - $ - $ - $ -

Acquisition costs
Issuance of shares 25,500 12,000 30,000 12,500 - 80,000
Legal and TSX costs 87,426 1,749 - 758 724 90,657
Staking - 514 - - 1,400 1,914
Option payments 125,000 20,000 10,000 8,500 - 163,500
Prop taxes/carrying cost 114 - - - - 114

Total acquisition costs 238,040 34,263 40,000 21,758 2,124 336,185

Deferred exploration expenditures
Travel and consumables 20,302 23,358 4,421 5,213 169 53,463
Data management 1,269 8,297 926 314 1,460 12,266
Management fees 31,438 31,313 1,000 11,500 - 75,251
Consultants 20,200 22,650 2,400 2,700 - 47,950
Wages and benefits 17,689 57,394 5,364 9,591 - 90,038
Analysis 17,166 17,386 3,842 8,393 10,192 56,979
Field office 390 390 247 196 50 1,273
Line cutting 18,500 4,625 - 9,813 - 32,938

Total deferred expenditures 131,597 171,849 19,646 50,003 12,054 385,149

Balance, end of period $ 369,637 $ 206,112 $ 59,646 $ 71,761 $ 14,178 $ 721,334
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