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PART I – FINANCIAL INFORMATION 

Item 1.   Financial Statements. 

MIDWAY GOLD CORP. 

(An exploration stage company)   

CONSOLIDATED INTERIM BALANCE SHEETS 

 (Expressed in Canadian dollars) 

 

 

             June 30, 

           2011 

December 31, 

            2010 

   (unaudited)  

Assets   

   

Current assets:   

     Cash and cash equivalents $           15,258,954   $                 6,062,816 

     Amounts receivable (note 6(b)) 98,344 91,710 

     Prepaid expenses and other current assets 495,571 134,981 

 15,852,869 6,289,507 

   

Investments (notes 3 and 4) 100,971 80,687 

Reclamation deposit (note 7) 268,435 260,087 

Property and equipment (note 5) 1,124,043 197,224 

Mineral properties (note 6) 50,040,124 49,571,061 

   

 $           67,386,442            $                 56,398,566 

         

Liabilities and stockholders’ equity   

   

Current liabilities:   

     Accounts payable and accrued liabilities (note 11) $             1,343,395 $                      711,091                         

   

Warrant liability (notes 3 and 8) - 1,562,544 

Future income tax liability 5,543,587 6,951,570 

   

Stockholders’ equity (note 8):   

     Common stock authorized – unlimited, no par value        

     Issued – 110,657,416 (2010 – 96,439,496) 119,749,209 100,062,385 

     Additional paid in capital 8,828,215 9,192,426 

     Accumulated other comprehensive income 31,875 13,125 

     Deficit accumulated during exploration stage (68,109,839) (62,094,575) 

 60,499,460 47,173,361 

   

 $           67,386,442            $                 56,398,566 

 

Nature and continuance of operations (note 1) 

Contingency (note 9) 

Commitments (note 10) 

Subsequent events (note13) 

 

 

 

 

The accompanying notes are an integral part of these consolidated interim financial statements. 
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MIDWAY GOLD CORP. 

(An exploration stage company)   

CONSOLIDATED INTERIM STATEMENTS OF OPERATIONS 

 (Expressed in Canadian dollars)  (unaudited) 

 

 

 
  

 

 

Three months 

ended June 

30, 2011 

 
 

 

Three months 
ended June 

30, 2010 

 
 

 

Six  months 

ended June 

30, 2011 

 
 

 

Six months 
ended June 

30, 2010 

Cumulative 
period from 

inception 

(May 
14,1996) to 

June 30, 2011 

      

Expenses      

     Consulting (note 11) $            63,462 $         22,500 $      107,149 $         45,000           $       860,014          
     Depreciation 6,928 17,492 27,420 43,180 716,006 

     Gain on sale of subsidiary - - - - (2,806,312) 

     Interest and bank charges 5,965 1,477 10,969 3,101 902,722 
     Investor relations 62,202 58,775 101,798 93,968 1,337,805 

     Legal, audit and accounting 107,674 39,102 180,776 105,550 2,793,218 

     Management fees (1,965) (4,828) (5,682) (9,348) 210,906 
     Mineral exploration expenditures (Schedule) 3,148,793 286,174 4,534,015 434,650 52,014,953 

     Mineral property interests written-off - 119,980 - 119,980 4,391,734 
     Mineral property interests recovered - - - - (60,120) 

     Office and administration  83,613 50,021 146,497 92,666 1,659,004 

     Salaries and benefits 443,555 871,847 1,247,939 1,104,989 10,562,003 
     Transfer agent and filing fees 49,631 41,188 110,492 76,039 709,804 

     Travel 53,067 51,544 114,332 99,292 1,094,067 

Operating loss 4,022,925 1,555,272 6,575,705 2,209,067 74,385,804 

      
Other income (expenses):      

     Foreign exchange gain (loss) 58,486 (357,295) 108,081 (96,448) 1,094,074 

     Loss on change in fair value of warrant liability - - (592,026) - (1,235,700) 
     Interest and investment income 7,113 1,652 9,125 2,320 862,450 

     Loss  on sale of equipment - - - - (5,903) 

     Gain on sale of investments (note 3) - - - - 44,077 

     Investment write down (note 3) - - - - (130,000) 

     Unrealized gain (loss) on investments (note 4) (4,382) - 1,534 - (583,249) 

     Other income (273) - (273) 60 87,008 

 60,944 (355,643) (473,559) (94,068) 132,757 

      

Net loss before income tax 3,961,981 1,910,915 7,049,264 2,303,135 74,253,047 
     Income tax recovery 661,000 99,000 1,034,000 99,000 6,143,208 

      

Net loss $       3,300,981 $    1,811,915 $   6,015,264      $    2,204,135        $  68,109,839 

      

Basic and diluted loss per share $                0.03 $             0.02 $            0.06    $             0.03              

      

Weighted average number of shares outstanding 104,991,087 80,514,484 101,718,618 78,943,468  

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these consolidated interim financial statements.
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MIDWAY GOLD CORP. 

(An exploration stage company)   

CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS 

 (Expressed in Canadian dollars)  (unaudited) 

 
  

 

 

Three months 

ended June 

30, 2011 

 
 

 

Three months 
ended June 

30, 2010 

 

 

 

Six months 

ended June 

30, 2011 

 
 

   

 Six months 
ended June 

30, 2010 

 
Cumulative 

period from 

inception (May 
14,1996) to 

June 30, 2011 

Cash provided by (used in):      

Operating activities:      
     Net loss $     (3,300,981) $   (1,811,915) $  (6,015,264) $   (2,204,135)    $(68,109,839) 

Items not involving cash:      

     Depreciation 6,928 17,492 27,420 43,180 716,006 
     Stock-based compensation 210,522 608,181 739,479 619,210 7,714,211 

     Unrealized foreign exchange loss (gain) (226,041) 376,059 (373,983) 104,610 (1,702,993) 

     Investment write down - - - - 130,000 

     Unrealized (gain) loss on investment 4,382 - (1,534) - 583,249 

     Non-cash interest expense - - - - 234,765 

     Loss on change in liability of warrants - - 592,026 - 1,235,700 
     Future income tax recovery (661,000) (99,000) (1,034,000) (99,000) (6,143,208) 

     Gain on sale of subsidiary - - - - (2,806,312) 

     Loss on sale of equipment - - - - 5,903 
     Gain on sale of investments - - - - (44,077) 

     Mineral property interests written off - 119,980 - 119,980 4,391,734 

     Mineral property interest recovery - - -  (60,120) 
Change in non-cash working capital items:      

     Amounts receivable (35,695) (1,995) 1,366 17,783 (72,057) 

     Prepaid expenses (3,344) (51,805) (360,590) (130,277) (515,613) 
     Accounts payable and accrued liabilities 426,704 (19,709) 632,304 7,726 1,438,400 

 (3,578,525) (862,712) (5,792,776) (1,520,923) (63,004,251) 

Investment activities:      

     Proceeds on sale of subsidiary - - - - 254,366 
     Proceeds on sale of equipment - - - - 22,820 

     Proceeds on sale of mineral property - - - - 233,459 

     Proceeds on sale of investments - - - - 321,852 
     Mineral property acquisitions (22,262) (18,496) (469,063) (398,689) (21,745,287) 

     Deferred acquisition costs - - - - (23,316) 

     Purchase of equipment (763,329) (2,832) (954,239) (26,265) (2,854,058) 
     Reclamation deposit 348 (11,731) (8,348) (10,795) (683,818) 

 (785,243) (33,059) (1,431,650) (435,749) (24,473,982) 

Financing activities:      

     Advance from Red Emerald Ltd. - - - - 12,010,075 
     Common stock issued, net of issue costs 12,109,739 6,725,624 16,420,564 6,725,624 84,402,507 

     Promissory note - - - - 2,000,000 

     Repayment of promissory note  - - - - (2,000,000) 
     Convertible debenture - - - - 6,324,605 

 12,109,739 6,725,624 16,420,564 6,725,624 102,737,187 

      
Increase (decrease) in cash and cash equivalents 7,745,971 5,829,853 9,196,138 4,768,952 15,258,954 

Cash and cash equivalents, beginning of period 7,512,983 679,421 6,062,816 1,740,322 - 

Cash and cash equivalents, end of period $      15,258,954 $     6,509,274 $   15,258,954 $     6,509,274 $      15,258,954 

 
Non-cash financing and investing activities: 

  Transfer of fair value of share purchase warrants       

  exercised or expired from warranty liability (note 8) 

  to share capital                  

 

 

- 

 

 

- 

 

 

$     2,154,570 

 

 

- 

 

 

$     2,154,570 

 

 

 

 

 

 

The accompanying notes are an integral part of these consolidated interim financial statements.
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MIDWAY GOLD CORP. 

(An exploration stage company)   

CONSOLIDATED STATEMENT OF COMPREHENSIVE LOSS 

 (Expressed in Canadian dollars)  (unaudited) 

 

 
 Three Months 

ended June 30, 

2011 

Three Months 

ended June 30, 

2010 

Six Months 

ended June 30, 

2011 

Six Months 

ended June 30, 

2010 

Net loss for the period before other comprehensive loss $     3,300,981 $     1,811,915 $     6,015,264 $     2,204,135              

     Unrealized (gain) loss on investment (note 4)        25,000 -      (18,750) - 

Comprehensive loss $     3,325,981 $     1,811,915 $     5,996,514 $     2,204,135              

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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



 

5 
 

MIDWAY GOLD CORP. 

(An exploration stage company)   

CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY 

 (Expressed in Canadian dollars)  (unaudited) 

 
  Number of 

shares 

Common 

stock 

Additional 

paid-in capital 

Accumulated 

other 

comprehensive 
loss 

Accumulated 
deficit during 

the exploration 
stage 

Total 

stockholders’ 

equity 
 

Balance, May 14, 1996 (date of inception)                       -   $                   - $                     - $                     - $                        -   $                    - 

Shares issued:       

    Private placements 700,000 168,722    168,722 

Net loss - - - - (114,800) (114,800) 

Balance, December 31, 1996 700,000 168,722   (114,800) 53,922 
Shares issued:       

   Initial public offering 2,025,000 590,570 - - - 590,570 

   Principal shares 750,000 7,500 - - - 7,500 
   Private placement 1,000,000 1,932,554 321,239 - - 2,253,793 

   Exercise of share purchase warrants 1,000,000 2,803,205 - - - 2,803,205 

   Acquisition of mineral property interest 1,000,000 2,065,500 - - - 2,065,500 
   Finder’s fee 150,000 309,825 - - - 309,825 

Net loss - - - - (2,027,672) (2,027,672) 

Balance, December 31, 1997 6,625,000 7,877,876 321,239 - (2,142,472) 6,056,643 
Shares issued:       

   Exercise of share purchase warrants 100,000 332,124 (32,124) - - 300,000 

   Acquisition of mineral property interest 200,000 246,000 - - - 246,000 
   Finder’s fee 150,000 224,250 - - - 224,250 

Net loss - - - - (1,943,674) (1,943,674) 

Balance, December 31, 1998 7,075,000 8,680,250 289,115 - (4,086,146) 4,883,219 

Consolidation of shares on a two for one basis (3,537,500) - - - - - 
Net loss - - - - (2,378,063) (2,378,063) 

Balance, December 31, 1999 3,537,500 8,680,250 289,115 - (6,464,209) 2,505,156 

Net loss - - - - (4,718,044) (4,718,044) 

Balance, December 31, 2000 3,537,500 8,680,250 289,115 - (11,182,253) (2,212,888) 
Net earnings - - - - 2,427,256 2,427,256 

Balance, December 31, 2001 3,537,500 8,680,250 289,115 - (8,754,997) 214,368 

Shares issued:       
   Private placement 4,824,500 2,133,786 246,839 - - 2,380,625 

   Exercise of share purchase warrants 4,028,000 1,007,000 - - - 1,007,000 

   Exercise of stock options 32,000 12,800 - - - 12,800 
   Financing shares issued 31,250 35,000 - - - 35,000 

   Acquisition of mineral property interest 4,500,000 3,600,000 - - - 3,600,000 

   Share issue costs - (544,260) - - - (544,260) 
Stock based compensation - - 27,000 - - 27,000 

Net loss - - - - (1,657,651) (1,657,651) 

Balance, December 31, 2002 16,953,250 14,924,576 562,954 - (10,412,648) 5,074,882 
Shares issued:       

   Private placement 700,000 638,838 201,162 - - 840,000 

   Exercise of share purchase warrants 294,500 73,625 - - - 73,625 
   Share issue costs - (19,932) - - - (19,932) 

Stock based compensation - - 531,000 - - 531,000 

Net loss - - - - (1,352,679) (1,352,679) 

Balance, December 31, 2003 17,947,750 15,617,107 1,295,116  (11,765,327) 5,146,896 
Shares issued:       

   Private placement 2,234,400 2,122,269 175,407 - - 2,297,676 

   Exercise of share purchase warrants 213,500 300,892 (46,267) - - 254,625 
   Exercise of stock options 250,000 157,000 (27,000) - - 130,000 

   Share issue costs - (183,512) - - - (183,512) 

Stock based compensation - - 941,478 - - 941,478 
Net loss - - - - (2,994,702) (2,994,702) 

Balance, December 31, 2004 carried forward 20,645,650 18,013,756 2,338,734 - (14,760,029) 5,592,461 

 

 

 

 

The accompanying notes are an integral part of these consolidated interim financial statements. 
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MIDWAY GOLD CORP. 

(An exploration stage company)   

CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY - CONTINUED 

 (Expressed in Canadian dollars)  (unaudited) 

 
  Number of 

shares 

Common 

stock 

Additional 

paid-in capital 

Accumulated 

other 

comprehensive 
loss 

Accumulated 
deficit during 

the exploration 
stage 

Total 

stockholders’ 

equity 
 

Balance, December 31, 2004 brought forward 20,645,650 $   18,013,756 $        2,338,734 $                      - $   (14,760,029) $        5,592,461 

Shares issued:       
   Private placement 4,075,800 3,266,095 773,335 - - 4,039,430 

   Exercise of stock options 165,500 124,364 (31,964) - - 92,400 

   Exercise of share purchase warrants 1,743,000 1,543,844 (4,844) - - 1,539,000 
   Share issue costs - - - - - - 

Stock based compensation - (184,660) 488,075 - - 303,415 

Net loss - - - - (4,402,715) (4,402,715) 

Balance, December 31, 2005 26,629,950 22,763,399 3,563,336 - (19,162,744) 7,163,991 

Shares issued:       

   Private placements 5,725,000 10,760,355 944,645 - - 11,705,000 
   Exercise of stock options 306,000 325,530 (111,330) - - 214,200 

   Exercise of share purchase warrants 3,227,000 4,182,991 (768,491) - - 3,414,500 

   Acquisition of mineral property interest 40,000 88,000 - - - 88,000 
   Share issue costs - (248,512) - - - (248,512) 

Stock based compensation - - 992,400 - - 992,400 

Net loss - - - - (7,241,228) (7,241,228) 

Balance, December 31, 2006 35,927,950 37,871,763 4,620,560 - (26,403,972) 16,088,351 
Shares issued:       

   Private placement 2,000,000 5,400,000 - - - 5,400,000 

   Pan-Nevada acquisition 7,764,109 25,000,431 2,028,074 - - 27,028,505 
   Exercise of stock options 595,000 1,485,415 (694,515) - - 790,900 

   Exercise of share purchase warrants 3,395,605 10,777,930 (2,081,407) - - 8,696,523 
   Share issue costs - (28,000) - - - (28,000) 

Stock based compensation - - 1,502,912 - - 1,502,912 

Unrealized loss on investments - - - (120,000) - (120,000) 
Adjustment of future income tax liability to       

mineral properties (note 2(p)) - - - - (389,955) (389,955) 

Net loss - - - - (10,666,106) (10,666,106) 

Balance, December 31, 2007 49,682,664 80,507,539 5,375,624 (120,000) (37,460,033) 48,303,130 

Shares issued:       

   Private placement 14,521,500 6,174,441 956,509 - - 7,130,950 

   Acquisition of mineral property interest 30,000 88,500 - - - 88,500 
   Exercise of stock options 479,000 1,186,462 (453,212) - - 733,250 

   Exercise of share purchase warrants 108,500 364,404 (209,405) - - 154,999 

   Share issue costs - (139,705) - - - (139,705) 
Stock based compensation - - 501,028 - - 501,028 

Unrealized loss on investments - - - (502,225) - (502,225) 

Investment write-down - - - 622,225 - 622,225 
Net loss - - - - (16,165,394) (16,165,394) 

Balance, December 31, 2008 64,821,664 88,181,641 6,170,544 - (53,625,427) 40,726,758 

Shares issued:       
   Exercise of stock options 33,333 32,815 (11,164) - - 21,651 

   Exercise of share purchase warrants 12,500,000 4,456,509 (956,509) - - 3,500,000 

Stock based compensation - - 1,152,238 - - 1,152,238 
Unrealized gain on investment - - - 53,850 - 53,850 

Realized gain on sale of investments - - - (53,850) - (53,850) 

Net loss - - - - (2,642,176) (2,642,176) 

Balance, December 31, 2009, carried forward 77,354,997 92,670,965 6,355,109 - (56,267,603) 42,758,471 

 

 

 

 

 

   

 

The accompanying notes are an integral part of these consolidated interim financial statements. 
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MIDWAY GOLD CORP. 

(An exploration stage company)   

CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY - CONTINUED 

 (Expressed in Canadian dollars)  (unaudited) 

 
  Number of 

shares 

Common 

stock 

Additional 

paid-in capital 

Accumulated 

other 

comprehensive 
loss 

Accumulated 
deficit during 

the exploration 
stage 

Total 

stockholders’ 

equity 
 

Balance, December 31, 2009, brought 

forward 

77,354,997 $   92,670,965 $        6,355,109 $                      - $   (56,267,603) $      42,758,471 

Shares issued:       

   Private placement 1,333,333 514,365 285,635 - - 800,000 

   Public offerings 17,738,666 8,294,058 1,504,996 - - 9,799,054 
   Share issue costs - (1,431,027) 212,109 - - (1,218,918) 

   Exercise of share purchase warrants 12,500 14,024 (4,024) - - 10,000 

Stock based compensation - - 838,601 - - 838,601 
Unrealized gain on investment - - - 13,125 - 13,125 

Net loss - - - - (5,826,972) (5,826,972) 

Balance, December 31, 2010 96,439,496 100,062,385 9,192,426 13,125 (62,094,575) 47,173,361 
Shares issued:       

   Exercise of share purchase warrants 6,339,588 8,398,237 (965,165) - - 7,433,072 

   Exercise of stock options 378,332 354,162 (138,525) - - 215,637 
   Bought deal offering 7,500,000 11,742,000 - - - 11,742,000 

   Share issue costs - (807,575) - - - (807,575) 

Stock based compensation - - 739,479 - - 739,479 
Unrealized gain on investment - - - 18,750 - 18,750 

Net loss - - - - (6,015,264) (6,015,264) 

Balance, June 30, 2011 110,657,416  $119,749,209 $        8,828,215      $             31,875                $   (68,109,839) $      60,499,460 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these consolidated interim financial statements. 
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MIDWAY GOLD CORP. 

(An exploration stage company)   

SCHEDULE OF MINERAL EXPLORATION EXPENDITURES 

 (Expressed in Canadian dollars)  (unaudited) 
 

  

 

Three months 

ended June 30, 

2011 

 
 

Three months 

ended June 30, 
2010 

 

 

Six months 

ended June 30, 

2011 

 
 

Six months 

ended June 30, 
2010 

Cumulative 
period from 

inception (May 

14,1996) to 
June 30, 2011 

Exploration costs incurred are summarized as follows:     

Midway project      

   Assays and analysis $                      - $                      - $                      - $          (12,412) $           316,043 
   Communication - - - - 9,513 

   Drilling 499,925 - 499,795 9,800 2,553,776 

   Engineering and consulting 113,296 912 155,519 42,336 4,304,960 
   Environmental 2,440 411 2,440 5,563 236,138 

   Field office and supplies 10,300 3,554 12,151 7,767 248,159 

   Legal 5,554 1,379 6,431 1,379 154,518 

   Property maintenance and taxes 3,900 526 3,867 568 448,273 

   Reclamation costs 1,154 1,465 1,154 1,489 32,103 

   Reproduction and drafting 2,602 - 2,602 - 23,405 
   Salaries and labor 70,934 3,085 90,780 31,261 709,677 

   Travel, transportation and accommodation 16,910 3,366 38,110 9,634 442,051 

 727,015 14,698 812,849 97,385 9,478,616 

Spring Valley project      

   Assays and analysis - - - - 3,329,900 
   Communication - - - - 10,307 

   Drilling - - - - 10,261,359 

   Engineering and consulting 178,595 - 197,447 1,307 2,638,726 
   Environmental - - - - 300,445 

   Equipment rental - - - - 64,651 

   Field office and supplies - 41 27 185 549,018 
   Legal 36,748 1,181 36,748 1,181 401,528 

   Operator fee - - - - 108,339 

   Property maintenance and taxes - - (144) - 487,921 
   Reclamation costs 127 135 127 135 30.873 

   Reproduction and drafting 324 - 324 - 30,048 

   Salaries and labor 7,045 11,437 15,583 14,620 1,256,869 

   Travel, transportation and accommodation (6,602) 1,811 1,915 1,811 854,020 

 216,237 14,605 252,027 19,239 20,324,004 

Pan project      

   Assays and analysis 166,217 (23,791) 202,239           - 872,744 

   Drilling 630,415 35,392 906,428 35,392 3,338,415 
   Engineering and consulting 432,949 151,199 892,565 160,873 1,996,690 

   Environmental 68,274 21,965 89,857 26,001 252,591 

   Field office and supplies 52,091 4,837 91,433 6,500 268,753 
   Legal 72,231 273 81,515 273 217,030 

   Property maintenance and taxes 233,925 532 313,764 614 766,561 

   Reclamation costs 28,135 - 28,135 - 98,704 
   Reproduction and drafting 1,889 - 5,318 - 11,056 

   Salaries and labor 229,036 25,050 367,865 31,237 1,504,328 
   Travel, transportation and accommodation 71,299 28,915 112,042 31,221 389,383 

 1,986,461 244,372 3,091,161 292,111 9,716,255 

Sub-total balance carried forward $        2,929,713 $          273,675 $        4,156,037 $           408,735                    $      39,518,875 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these consolidated interim financial statements.
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MIDWAY GOLD CORP. 

(An exploration stage company)   

SCHEDULE OF MINERAL EXPLORATION EXPENDITURES - CONTINUED 

 (Expressed in Canadian dollars)  (unaudited) 

 
  

 

Three months 

ended June 30, 

2011 

 
 

Three months 

ended June 30, 
2010 

 

 

Six months 

ended June 30, 

2011 

 
 

Six months 

ended June 30, 
2010 

Cumulative 
period from 

inception (May 

14,1996) to 
June 30, 2011 

   Sub-total balance brought forward $         2,929,713 $          273,675 $        4,156,037 $           408,735 $      39,518,875 

Burnt Canyon project      

   Assays and analysis - - -  - 21,921 
   Engineering and consulting - - - - 24,736 

   Environmental - - - - 462 

   Field office and supplies 65 17 65 17 1,760 
   Legal 1,402 - 1,402 - 4,230 

   Property maintenance and taxes - - - - 50,224 

   Reproduction and drafting - - - - 5,036 

   Salaries and labor 2,120 - 2,120 - 5,043 

   Travel, transportation and accommodation 862 - 862 - 5,004 

 4,449 17 4,449 17 118,416 

Thunder Mountain project      

   Assays and analysis - -            - 14,568 
   Drilling - -  - 77,956 

   Engineering and consulting - -  - 706 

   Environmental - -  - 1,717 
   Field office and supplies - -  - 1,041 

   Property maintenance and taxes 82 - 82 - 18,987 

   Reclamation costs 5,365 - 5,365 - 4,787 
   Salaries and labor 372 - 563 - 2,610 

   Travel, transportation and accommodation - - - - 55 

    5,819  6,010 - 122,427 

Gold Rock project      

   Assays and analysis 194 829 194  829 60,188 
   Drilling 21,380 - 21,380 - 128,281 

   Engineering and consulting 39,566 - 51,924 2,262 215,289 

   Environmental 2,440 - 2,440 359 3,333 

   Field office and supplies 1,211 912 1,334 1,359 26,087 

   Legal 9,157 - 9,157 - 21,604 

   Property maintenance and taxes 194 - 827 27 306,864 
   Reclamation costs 6,631 268 15,621 268 17,225 

   Reproduction and drafting - - 108 - 447 

   Salaries and labor 20,608 - 32,149 199 70,468 
   Travel, transportation and accommodation 644 4,214 1,719 4,411 34,597 

 102,025 6,223 136,853 9,714 884,383 

Golden Eagle project      

   Assays and analysis - - -           - 21,690 

   Drilling - - - - 3,638 
   Engineering and consulting 92,502 - 205,417 7,426 380,982 

   Field office and supplies - 123 - 39 2,185 
   Legal 1,950 - 1,950 - 21,519 

   Property maintenance and taxes 4,268 4,414 4,268 4,414 15,895 

   Salaries and labor 2,746 - 7,209 319 7,590 
   Travel, transportation and accommodation 3,945 - 5,343 - 20,121 

    105,411 4,537 224,187 12,198 473,620 

Sub-total balance carried forward $         3,147,417 $          284,452 $        4,527,536 $           430,664 $      41,117,721 

 

 

 

The accompanying notes are an integral part of these consolidated interim financial statements. 
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MIDWAY GOLD CORP. 

(An exploration stage company)   

SCHEDULE OF MINERAL EXPLORATION EXPENDITURES - CONTINUED 

 (Expressed in Canadian dollars)  (unaudited) 

 
  

 

Three months 

ended June 30, 

2011 

 
 

Three months 

ended June 30, 
2010 

 

 

Six months 

ended June 30, 

2011 

 
 

Six months 

ended June 30, 
2010 

Cumulative 
period from 

inception (May 

14,1996) to 
June 30, 2011 

   Sub-total balance brought forward $        3,147,417 $           284,452 $       4,527,536 $           430,664 $      41,117,721 

Abandoned properties      

   Acquisition costs and option payments - - - - 40,340 
   Assays and analysis - - - - 53,791 

   Communications - - - - 119,734 

   Drilling - - - - 848,921 
   Engineering and consulting - - - - 3,272,236 

   Equipment rental - - - - 348,377 

   Field office and supplies - - - - 306,551 

   Foreign exchange gain - - - - (38,134) 

   Freight - - - - 234,956 

   Geological and geophysical - - - - 63,481 
   Interest on convertible loans - - - - 1,288,897 

   Legal and accounting - - - - 462,534 

   Marketing - - - - 91,917 
   Mining costs - - - - 693,985 

   Processing and laboratory supplies - - - - 941,335 

   Property maintenance and taxes - - - - 447,610 
   Reclamation costs 150 - 150 - 38,860 

   Recoveries - - - - (40,000) 

   Reproduction and drafting - - - - 1,179 
   Security - - - - 350,584 

   Salaries and labor - - - - 19,203 

   Travel, transportation and accommodation - - - - 429,499 
   Utilities and water - - - - 59,425 

 150 - 150 - 10,035,281 

Property investigations      

   Assays and analysis - 446 -  2,160 174,119 
   Drilling - - - - 169,129 

   Engineering and consulting - - - - 210,391 

   Environmental - - - - 22,761 
   Field office and supplies - 28 (97) 529 19,935 

   Legal - 849 - 849 10,952 

   Property maintenance and taxes - - - - 123,230 
   Reclamation costs - 399 - - 2,930 

   Reproduction and drafting - - - 399 4,942 

   Salaries and labor 1,226 - 5,707 - 9,381 
   Travel, transportation and accommodation - - 719 49 114,181 

 1,226 1,722 6,329 3,986 861,951 

 $3,148,793 $           286,174 $       4,534,015 $           434,650             $      52,014,953 

 

 

 

 

 

 

 

 

 

   

 

 

 

The accompanying notes are an integral part of these consolidated interim financial statements. 
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1. Nature and continuance of operations 

 

Midway Gold Corp. (the “Company” or “Midway”) was incorporated on May 14, 1996 under the laws of the 

Province of British Columbia and its principal business activities are the sourcing, exploration and development 

of mineral properties.  

 

The Company has not generated revenues from operations.  These consolidated financial statements are 

prepared on a going concern basis which assumes that the Company will be able to realize its assets and 

discharge its liabilities in the normal course of business in the foreseeable future.  Management believes that the 

Company’s cash on hand at June 30, 2011 is sufficient to finance exploration activities and operations through 

the next twelve months.  Additionally, on April 21, 2011 the Company was issued a final receipt for a Short 

Form Prospectus by the Alberta, British Columbia and Ontario Securities Commissions and the Securities and 

Exchange Commission in the United States to offer up to US$60,000,000 of the Company’s common shares.  

On June 6, 2011 the company closed on US$12,000,000 of the US$60,000,000 in a bought deal public offering 

(note 8).   The Company’s ability to continue on a going concern basis beyond the next twelve months depends 

on its ability to successfully raise additional financing for the substantial capital expenditures required to 

achieve planned principal operations.  While the Company has been successful in the past in obtaining 

financing, there is no assurance that it will be able to obtain adequate financing in the future or that such 

financing will be on terms acceptable to the Company.   

   

These financial statements do not reflect adjustments that would be necessary if the going concern assumption 

were not appropriate. 

 

 

2. Significant accounting policies and change in accounting policy 

These consolidated interim financial statements for the Company have been prepared in accordance with United 

States generally accepted accounting principles (“US GAAP”).  They do not include all of the information and 

disclosures required by US GAAP for annual financial statements.  In the opinion of management, all 

adjustments considered necessary for fair presentation have been included in these financial statements.   The 

interim consolidated financial statements should be read in conjunction with the Company’s audited 

consolidated financial statements including the notes thereto for the year ended December 31, 2010 which may 

be found under the Company’s profile on SEDAR and EDGAR. 

The accounting policies followed by the Company are set out in note 2 to the audited consolidated financial 

statements for the year ended December 31, 2010 and have been consistently followed in the preparation of 

these consolidated interim financial statements, except as follows: 
 

Recently adopted accounting policies 

 

On April 16, 2010, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update 

ASU 2010-13 Compensation – Stock Compensation (Topic 718:  Effect of Denominating the Exercise Price of a 

Share-Based Payment Award in the Currency of the Market in which the Underlying Equity Security Trades. 

This ASU is effective for interim and annual reporting periods for fiscal years beginning on or after December 

15, 2010.  This ASU added to or amends sections of Accounting Codification Standards (“ACS”) Topic 718.  

These amendments and additions impact the accounting treatment as follows: 

 

a) A share-based payment award with an exercise price denominated in the currency of a market in which a 

substantial portion of the entity’s equity securities trades shall not be considered to contain a condition that 

is not a market, performance, or service condition and, therefore shall not be classified as a liability if it 

otherwise qualifies for equity classification. 

 

b) If an award is indexed to a factor in addition the entity’s share price.  If that factor is not a market, 

performance, or service condition (e.g., indexed to the market price of a commodity such as gold), the 

award shall be classified as a liability. 
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In accordance with ACS Topic 718, as amended, at June 30, 2011 the fair value of the Company’s share-based 

compensation is considered a component of equity. Adopting this ASU had no impact on the Company. 

 

 

3. Fair Value Measurements 

 

Fair value measurement establishes a three-tier fair value hierarchy, which prioritizes the inputs used in measuring 

fair value. These tiers include: Level 1, defined as observable inputs such as quoted prices in active markets; Level 

2, defined as inputs other than quoted prices in active markets that are either directly or indirectly observable; and  

Level 3, defined as unobservable inputs in which little or no market data exists, therefore requiring an entity to 

develop its own assumptions.  

 

The valuation of investments in marketable securities include available for sale securities.  The Company’s Level 1 

assets include common shares available for sale with no trading restrictions as determined using a market approach 

based upon unadjusted quoted prices for identical assets in an active market.   Level 1 assets also include warrants 

that are considered derivatives and are marked to market each reporting period based upon unadjusted quoted prices 

for identical assets in active markets.  The Company’s Level 2 assets include common shares with trading 

restrictions that will be removed within one year of the financial period reporting date as determined using a market 

approach and based upon quoted prices for identical assets in an active market adjusted by a discount to market 

comparable to the discount allowed by the TSX Venture Exchange for private placements.  The Company’s Level 3 

assets include warrants with trading restrictions that will be removed within one year of the financial reporting date 

as determined using the Black-Scholes valuation model and a discount to market comparable to the discount 

allowed by the TSX Venture Exchange for private placements. 

 

The determination of fair value for financial reporting purposes is at June 30, 2011 utilizing the applicable 

framework is as follows: 

 

Financial 

Instrument 

Quoted prices 

in active 

markets for 

identical 

assets 

Significant other 

observable 

inputs 

 

Significant 

unobservable 

inputs 

Total at 

June 30, 

2011 

 Level 1 Level 2 Level 3  

Available-

for-sale 

securities 

$    75,000       $                -     $                - 

   

$        75,000 

Derivatives                 - 25,971    25,971 

Total $    75,000 $      25,971 $                - $     100,971 

   

 

 Financial instruments measured at fair value as at December 31, 2010 were as follows: 

 

Financial 

Instrument 

Quoted prices 

in active 

markets for 

identical 

assets 

Significant other 

observable 

inputs 

 

Significant 

unobservable 

inputs 

Total 2010 

 Level 1 Level 2 Level 3  

Available-

for-sale 

securities 

$               - $      56,250 $                   - $     56,250 

Derivatives                  - -   24,437   24,437 

Total $               - $      56,250 $        24,437 $     80,687 

Warrant 

liability 

 

$               - 

 

$1,562,544 

 

$                  - 

 

$1,562,544 
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The table below sets forth a summary of changes to the Company’s level 3 financial assets for the six months ended 

June 30, 2011: 

 

 Available-for-

sale-securities 

 

        Derivatives 

 

Total Assets 

Balance at beginning 

of period 

 

- 

 

     $     24,437 

 

$     24,437 

Change in Fair 

Market Value 

 

- 

 

$     5,916 

 

$     5,916 

Reclassification to 

Level 2 

 

- 

 

$     (30,353) 

 

$    (30,353) 

Balance at end of 

period 

 

- 

 

- 

 

- 

 

 

4. Investments 

 

As consideration of certain area of interest obligations of  NV Gold Corporation (“NVX”) that apply to the  

Roberts Gold project, the Company was issued 250,000 common shares of NVX and 250,000 common share 

purchase warrants (the “NVX Warrants”) on October 26, 2010.  The NVX Warrants entitle the Company to 

purchase one common share of NVX at an exercise price of $0.40 until October 26, 2012.  If the volume 

weighted average price of the common shares of NVX exceeds $0.60 for twenty consecutive trading days, NVX 

may notify the Company in writing that the NVX Warrants will expire 15 trading days from receipt of such 

notice unless exercised by the Company before such date.  The common shares and the common shares issued 

pursuant to the exercise of any NVX Warrants were restricted from trading until February 27, 2011.  

Accordingly the NVX common shares were categorized as Level 2 in the fair value hierarchy (note 3) and a 

discount of 25% was applied to the quoted market value on the date of receipt and on December 31, 2010.  

Subsequent to February 27, 2011, the date trading restrictions were removed, the NVX common shares were 

reclassified to Level 1 and the 25% discount was not applied to the June 30, 2011 fair value.  

 

The NVX Warrants are considered derivatives.  At December 31, 2010 they were categorized as Level 3 and 

were fair valued using the Black-Scholes valuation model and a discount of 25% applied to their fair value on 

the date of receipt and on December 31, 2010.  The following assumptions were used on the date of receipt: 

expected life of 2 years; volatility of 100%; no dividend yield; and a risk free interest rate of 1.42%.  The NVX 

Warrants will be revalued each reporting period with gains or losses recorded in the Statement of Operations.  

The following assumptions were used on December 31, 2010: expected life of 1.8 years; volatility of 100%; no 

dividend yield; and a risk free interest rate of 1.66%.  With the trading restriction expiration on February 27, 

2011 the Warrants were reclassified from Level 3 to Level 2.  The following Black-Scholes valuation 

assumptions were used on June 30, 2011:  expected life of 1.56 years; volatility of 89%; no dividend yield; and 

a risk free interest rate of 1.58%.  

 
 June 30, 2011 

  

Number of shares 
or warrants 

 

 
Cost 

Accumulated 

unrealized gains 
(losses) 

 

 
Fair Value 

Available for sale – common shares 250,000 $             43,125 $             31,875 $               75,000 

Warrants 250,000    16,995 8,976                  25,971 

Total investments  $             60,120 $             40,851 $             100,971 

 

During the six month period ended June 30, 2011, the Company recorded an net unrealized gain on the common 

shares of NVX of $18,750 in accumulated other comprehensive income and a net unrealized gain on the NVX 

Warrants of $1,534 in the Statement of Operations for the difference in the fair value at June 30, 2011 as 

compared to December 31, 2010.  During the three month period ended June 30, 2011, the Company recorded 

an unrealized loss on the common shares of NVX  of $25,000 in accumulated other comprehensive income and 

an unrealized loss on the NVX Warrants of $4,382 in the Statement of Operations for the difference in the fair 

value at June 30, 2011 as compared to March 31, 2011.  
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5. Equipment 
 
 June 30, 2011  December 31, 2010 

  

Cost 

Accumulated 

depreciation 

Net book 

value 

  
Cost 

Accumulated 
depreciation 

Net book 
value 

Computer equipment $    366,500 $        244,033 $    122,467  $      288,420 $      242,726 $      45,694 

Leasehold improvements 34,038 519 33,519  - - - 

Office equipment 106,759 35,620 71,139  79,049 30,859 48,190 

Field equipment 79,802 49,155 30,647  68,953 44,679 24,274 

Trucks 334,204 76,125 258,079  138,853 59,787 79,066 

Land 230,141 - 230,141  - - - 

Buildings 376,170 - 376,170  - - - 

Construction in progress 1,881 - 1,881  - - - 

 $ 1,529,495 $        405,452 $ 1,124,043  $      575,275 $      378,051 $    197,224 
 
 

6. Mineral properties 

 

Details on the Company’s mineral properties are found in note 6 to the audited consolidated financial 

statements for the year ended December 31, 2010. 
 

 December 31, 2010 Additions Written off June 30, 2011 

Midway $                 7,036,314 $                           - $                             - $                 7,036,314 

Spring Valley 5,664,517 - - 5,664,517 

Pan 33,807,508 213,156 - 34,020,664 
Gold Rock 628,324 233,645 - 861,969 

Burnt Canyon 178,785 22,262 - 201,047 

Golden Eagle 2,255,613 - - 2,255,613 

 $               49,571,061 $               469,063 $                           - $              50,040,124 

 

(a) Midway property, Nye County, Nevada  

 

On July 1, 2009, and amended on October 14, 2009, the Company agreed with the Town of Tonopah 

(“Tonopah”) and Lumos & Associates (“Lumos”) to fund a study to identify the best alternatives which 

maximize the treatment and dewatering at a possible mine at the Midway Project for municipal use and/or 

re-injection, to minimize the need for redundant facilities and over costs to benefit the Company and 

Tonopah.  Tonopah contracted with Lumos to prepare a Preliminary Engineering Report to identify the best 

alternatives to which the Company agreed to fund up to US$105,120 of which the full amount has been 

paid or accrued by December 31, 2010 (December 31, 2009, $79,120 (US$74,294)). 

 

(b) Spring Valley property, Nevada  

 

At June 30, 2011 the Company had an amounts receivable of $36,743 (US$38,095) (December 31, 2010 

$62,769 (US$63,110)) for recoverable salaries and expenses, from Barrick Gold Exploration Inc. pursuant 

to the Spring Valley exploration option and joint venture agreement, which was subsequently paid.  

 

7. Reclamation deposit 

 

The Company is required to post bonds with the Bureau of Land Management (“BLM”) for reclamation of 

planned mineral exploration programs work associated with the Company’s mineral properties located in the 

United States. For the Company’s mineral properties that are being actively explored under partner funding 

arrangement agreements, the funding partners are responsible for bonding for the surface disturbance created by 

the exploration programs funded by each funding partner on those projects.   

 

At June 30, 2011 the Company had posted a total of $268,435(US$276,768) reclamation deposits compared to 

$260,087 (US$261,499) at December 31, 2010. 
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8. Share capital 

 

(a) The Company is authorized to issue an unlimited number of common shares. 

 

(b) Share issuances  

 

(i) During 1996, the Company issued 420,000 common shares at $0.25 per share by way of a non-

brokered private placement for proceeds of $98,722 net of issue costs.  In addition the Company 

issued 280,000 flow-through common shares at $0.25 per share by way of a non-brokered private 

placement for proceeds of $70,000. 

 

(ii) During 1997, the Company completed an initial public offering of 2,000,000 common shares at 

$0.35 per share for proceeds of $590,570, net of issue costs.  In connection with this offering, the 

Company’s agent received a selling commission of 10% or $0.035 per share and was issued 25,000 

shares as a corporate finance fee. 

 

(iii) During 1997, the Company issued 1,000,000 units at $2.50 per unit by way of a private placement 

for proceeds of $2,253,793 net of issue costs.  Each unit consisted of one common share and one 

non-transferable share purchase to purchase one additional common share at $3.00 per share until 

February 14, 1998.  The proceeds of the financing of $2,500,000 were allocated $2,178,761 as to the 

common shares and $321,239 as to the warrants.   During 1998 100,000 of the warrants were 

exercised and 900,000 expired.  In connection with this private placement, the Company’s agent 

received a selling commission of 7.5% of the proceeds of the units sold or $0.1875 per unit and a 

corporate finance fee of $15,000. 

 

(iv) During 1997, the Company issued 750,000 common shares as performance shares for proceeds of 

$7,500 that were held in escrow in accordance with the rules of the regulatory authorities of British 

Columbia.  The shares were released 25% in each of 1998, 1999, 2000 and 2001.  
 

(v) During 1997, pursuant to an equity participation agreement to acquire an interest in Gemstone 

Mining Inc. (“Gemstone”), a Utah Corporation that by agreement the creditors of Gemstone were 

issued 1,000,000 units of the Company on conversion of a debt of $2,065,500 (US$1,500,000). Each 

unit consisted of one common share and one non-transferable share purchase to purchase one 

additional common share at US$2.00 per share that was immediately exercised for proceeds of 

$2,803,205 (US$2,000,000).  The first one-third tranche of a conditional finders’ fee was satisfied by 

the issue of 150,000 common shares in connection with the acquisition of Gemstone. 
 

(vi) During 1998, the Company issued 100,000 common shares pursuant to the exercise of share 

purchase warrants for proceeds of $300,000. 
 

(vii) During 1998, the Company issued 200,000 common shares in connection with the acquisition of 

Gemstone as well as the second tranche of finder’s fee in connection with that acquisition.  The 

Company’s option to acquire Gemstone expired on January 31, 1998 and the remaining one-third 

tranche were not issued. 
 

(viii) During 1999, the Company consolidated its issued share capital on a two old for one new basis and 

changed its name from Neary Resources Corporation to Red Emerald Resource Corp. 
 

(ix) During 2002, the Company issued 3,500,000 units at $0.25 per unit for proceeds of $875,000 by way 

of a short form offering document under the policies of the TSX Venture Exchange.  Each unit 

consists of one common share and one common share purchase warrant that entitled the holder to 

purchase one additional common share at $0.25 per share until October 19, 2002.  The Company 

also issued 150,000 common shares as a finance fee in connection with this offering, and issued the 

agent 875,000 share purchase warrants exercisable at $0.25 per share until April 19, 2004.  During 

2002 the Company issued 1,134,500 special warrants at $1.25 per special warrant for proceeds of 

$1,418,125.  Each Special Warrant automatically converted to a unit comprising one common share 

and one share purchase warrant that entitled the holder to purchase one additional common share at  
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$1.55 per share until November 6, 2003.  The proceeds of the financing of $1,418,125 were 

allocated on a relative fair value basis as $1,171,286 to common shares and $246,839 as to the 

warrants.  During 2003 all of the warrants expired unexercised.  In connection with the offering the 

Company paid the agent a 10% commission totaling $113,450, issued the agent 40,000 common 

shares as a finance fee in connection with this offering, and issued the agent 170,175 share purchase 

warrant exercisable at $1.55 per share until July 5, 2003. 

 

(x) During 2002, the Company issued 4,028,000 common shares pursuant to the exercise of share 

purchase warrants for proceeds of $1,007,000. 
 

(xi) During 2002, the Company issued 32,000 common shares pursuant to the exercise of stock options 

for proceeds of $12,800. 
 

(xii) During 2002, the Company issued 31,250 common shares as additional consideration to a director 

who loaned the Company $780,000 bearing interest at 12% per annum.  The loan and interest was 

repaid prior to December 31, 2002. 
 

(xiii) During 2002, the Company acquired Rex Exploration Corp. (“Rex”) in exchange for 4,500,000 

common shares of the Company.  

 

(xiv) During 2003, the Company issued 700,000 units at $1.20 per unit for proceeds of $840,000 by way 

of a non-brokered private placement.  Each unit consists of one common share and one share 

purchase warrant that entitled the holder to purchase one additional common share at $1.50  until 

May 25, 2004.  The proceeds of the financing of $840,000 were allocated $638,838 as to common 

shares and $201,162 as to the warrants.  During 2004 161,000 of the warrants were exercised and 

539,000 expired.  Share issue expenses were $19,932. 

 

(xv) During 2003, the Company issued 294,500 common shares pursuant to the exercise of share 

purchase warrants for proceeds of $73,625. 

 

(xvi) In January 2004, the Company issued 400,000 units at $2.00 per unit for proceeds of $800,000 by 

way of a private placement.  Each unit consisted of one common share and one non-transferable 

share purchase warrant that entitled the holder to purchase one additional common share at $2.35 per 

share for a six month period.  The proceeds of the financing of $800,000 were allocated on a relative 

fair value basis as $624,593 to common shares and $175,407 as to the warrants.  All of the warrants 

expired unexercised in 2004.  The Company issued 40,000 common shares as a finder’s fee for this 

private placement. 

 

(xvii) In August 2004, the Company issued 1,020,000 units at $0.75 per unit for proceeds of $765,000 by 

way of a private placement.  Each unit consisted of one common share and one non-transferable 

share purchase warrant that entitled the holder to purchase one additional common share at $0.80 per 

share until August 25, 2005.  All of the warrants were subsequently exercised.  The Company issued 

55,650 common shares as a finder’s fee for this private placement. 

 

(xviii) In December 2004, the Company issued 700,000 units at $0.85 per unit for proceeds of $595,000 by 

way of a private placement.  Each unit consisted of one common share and one non-transferable 

share purchase warrant that entitled the holder to purchase one additional common share at $1.00 per 

share until December 20, 2005.  All of the warrants were subsequently exercised.  The Company 

issued 18,750 common shares as a finder’s fee for this private placement. 

 

(xix) In February 2005, the Company issued 2,500,000 units at $0.85 per unit for proceeds of $2,125,000 

by way of a private placement. Each unit consisted of one common share and one non-transferable 

share purchase warrant that entitled the holder to purchase one additional common share at $1.00 per 

share until February 16, 2006. The proceeds of the financing of $2,125,000 were allocated on a 

relative fair value basis as $1,598,457 to common shares and $526,543 as to warrants.  There were 

23,000 warrants exercised in fiscal year 2005 and the balance exercised in fiscal year 2006. The 
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Company issued 75,800 common shares for $64,430 and paid $69,700 in cash as a finder’s fee and 

incurred $26,709 in additional issue costs for this private placement. 

 

(xx) In July 2005, the Company issued 1,000,000 units at $1.15 per unit for proceeds of $1,150,000 by 

way of a private placement. Each unit consisted of one common share and one-half non-transferable 

share purchase warrant that entitled the holder to purchase one additional common share at $1.15 per 

share until July 27, 2006.  The proceeds of the financing of $1,150,000 were allocated on a relative 

fair value basis as $995,193 to common shares and $154,807 as to warrants.   All of the warrants 

were exercised in fiscal year 2006. The Company incurred $15,560 in issue costs. 

 

(xxi) In August 2005, the Company issued 500,000 units at $1.40 per unit for proceeds of $700,000 by 

way of a private placement. Each unit consisted of one common share and one-half nontransferable 

share purchase warrant that entitled the holder to purchase one additional common share at $1.45 per 

share until August 22, 2006. The proceeds of the financing of $700,000 were allocated on a relative 

fair value basis as $608,015 to common shares and $91,985 as to warrants.   All of the warrants were 

exercised in fiscal year 2006. The Company incurred $8,261 in issue costs. 

 

(xxii) In January 2006, the Company issued 40,000 common shares at a value of $88,000 pursuant to a 

purchase and sale agreement to purchase mining claims for the Spring Valley project. 

 

(xxiii) In May 2006, the Company issued 3,725,000 units at $1.80 per unit for proceeds of $6,705,000 by 

way of a private placement.  Each unit consisted of one common share and one-half nontransferable 

share purchase warrant.  Each whole warrant entitled the holder to purchase one additional common 

share at $2.70 per share until May 16, 2007. The proceeds of the financing of $6,705,000 were 

allocated on a relative fair value basis as $5,998,846 to common shares and $706,154 as to warrants.   

The Company incurred $65,216 in issue costs.  By May 16, 2007 1,725,000 of the warrants were 

exercised and 137,500 expired unexercised. 

 

(xxiv) In November 2006, the Company issued 2,000,000 units at $2.50 per unit for proceeds of $5,000,000 

by way of a private placement. Each unit consisted of one common share and one-half 

nontransferable share purchase warrant.  Each whole warrant entitles the holder to purchase one 

additional common share at $3.00 per share until November 10, 2007.  The proceeds of the financing 

of $2,000,000 were allocated on a relative fair value basis as $1,761,509 to common shares and 

$238,491 as to warrants.   The Company paid $88,750 in finders’ fees and incurred $94,546 in issue 

costs for this private placement.  By November 10, 2007 908,782 of the warrants were exercised and 

91,218 expired unexercised. 

 

(xxv) On April 16, 2007, the Company issued 7,764,109 common shares at a value of $25,000,431, 

308,000 stock options at a value of $608,020 and 870,323 share purchase warrants at a value of 

$1,420,054 in connection with the acquisition of Pan-Nevada Gold Corporation.  By December 31, 

2007, 154,000 of the stock options had been exercised and 761,823 share purchase warrants had 

been exercised.  By December 31, 2008 the remaining 108,500 share purchase warrants were 

exercised and 84,000 stock options had been exercised.  On October 11, 2008 the final 70,000 stock 

options expired not exercised. 

 

(xxvi) On August 24, 2007, the Company issued 2,000,000 common shares at $2.70 per common share for 

proceeds of $5,400,000 by way of a private placement.  The Company incurred $28,000 in share 

issue costs. 

 

(xxvii) On March 31, 2008, the Company issued 30,000 common shares at a value of $88,500 pursuant to a 

lease assignment of mining claims for the Gold Rock project. The Company incurred $1,489 in share 

issue costs. 

 

(xxviii) On June 12, 2008, the Company issued 1,421,500 common shares at $2.00 per common share for 

proceeds of $2,843,000 by way of a private placement.  The Company incurred $75,371 in share 

issue costs. 
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(xxix) On August 1, 2008 the Company issued 600,000 common shares at US$2.50 per common share for 

proceeds of $1,537,950 (US$1,500,000) by way of a private placement with Kinross Gold USA Inc. 

The Company incurred $39,450 in share issue costs. 

 

(xxx) On November 12, 2008 the Company issued 12,500,000 units at $0.22 per unit for proceeds of 

$2,750,000 by way of a private placement. Each unit consisted of one common share and one share 

purchase warrant.  Each warrant entitles the holder to purchase one additional common share at 

$0.28 per share until May 12, 2009.  The proceeds of the financing of $2,750,000 were allocated on 

a relative fair value basis as $1,793,491 to common shares and $956,509 as to warrants.   The 

Company incurred $23,395 in issue costs for this private placement.  In the year ended December 

31, 2009 all of the 12,500,000 warrants were exercised for proceeds of $3,500,000. 

 

(xxxi) In addition to the 84,000 stock options reported exercised in paragraph xxv, during 2008, the 

Company issued a further 395,000 common shares pursuant to the exercise of stock options for 

proceeds of $613,250. 
 

(xxxii) During 2009, the Company issued 33,333 common shares pursuant to the exercise of stock options 

for proceeds of $21,651. 

 

(xxxiii) On April 9, 2010, the Company issued 1,333,000 units at $0.60 per unit for proceeds of $800,000 by 

way of a private placement. Each unit consisted of one common share and one share purchase 

warrant.  Each warrant entitles the holder to purchase one additional common share until October 9, 

2011 at an exercise price as follows: $0.70 if exercised on or before October 9, 2010; $0.80 if 

exercised after October 9, 2010 but on or before April 9, 2011; and $0.90 if exercised after April 9, 

2011 but on or before October 9, 2011.  The proceeds of the financing of $800,000 were allocated on 

a relative fair value basis as $514,365 to common shares and $285,635 as to warrants.  The 

Company incurred $95,529 in issue costs for this private placement.   

 

(xxxiv) On June 16, 2010, the Company issued 11,078,666 units at $0.60 per unit for proceeds of $6,647,199 

by way of a brokered offering in Canada and a non-brokered offering in the United States. Each unit 

consisted of one common share and one-half share purchase warrant.  Each whole warrant entitles 

the holder to purchase one additional common share until June 16, 2012 at an exercise price of 

$0.80.  The proceeds of the financing of $6,647,199 were allocated on a relative fair value basis as 

$5,142,202 to common shares and $1,504,997 as to warrants.   The Company issued 658,840 agent’s 

warrants which entitle the holder to purchase one common share until June 16, 2010 at an exercise 

price of $0.80.  These warrants have been recorded at the estimated fair value at the issue date of 

$212,109.  The fair value of warrants was determined using a risk free interest rate of 1.82%, an 

expected volatility of 131%, an expected life of 2 years, and zero dividends for a fair value per 

warrant of $0.32.  In addition, the Company paid finders’ fees in the amount of $395,304 and 

incurred other cash share issue costs of $307,553.  

 

(xxxv) In September 2010, the Company issued 12,500 common shares pursuant to the exercise of share 

purchase warrants for proceeds of $10,000. 

 

(xxxvi) In  November 2010, the Company closed a public offering  and the Company issued 6,660,000 units 

at US$0.60 per unit, each unit comprising one common share and one half of one non-transferable 

common share purchase warrant.  Each whole warrant entitles the holder to purchase one common 

share of the Company at a price of US$0.90 per share until November 12, 2012, subject to 

acceleration provisions. The proceeds of the financing of $4,070,725 were allocated first to the fair 

value of the warrants at $918,870 with the residual amount of $3,151,855 to common shares. 

 

At December 31, 2010 the fair value of warrants was $1,562,544. 

 

The Company incurred $176,288 in issue costs and paid $244,244 to the agent as commission for 

this public offering.  On February 9, 2011, the Company gave notice to the Warrant holders that it 
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accelerated the expiry date of the warrants to March 14, 2011 and by that date 2,650,000 warrants 

were exercised and 680,000 warrants expired unexercised. 

 

(xxxvii) In the six month period ended June 30, 2011 the Company issued 6,339,588 common shares 

pursuant to the exercise of share purchase warrants.  Of the 6,339,588 shares issued, 2,650,000 

shares were issued pursuant to the exercise of the warrants which had an accelerated expiry date of 

March 14, 2011 and a fair value at December 31, 2010 of $1,562,544 as mentioned in xxxvi above.  

Proceeds received on the 6,339,588 common shares issued totalled $5,278,502.  

 

Additionally, in the six month period ended June 30, 2011, the Company issued 378,332 common 

shares pursuant to the exercise of employee stock options.  Proceeds received on the options 

exercised totalled $215,637. 

 

(xxxviii) On June 6, 2011, the Company issued 7,500,000 common shares upon the close of a “bought deal” 

public offering for US$1.60 per share.  Gross proceeds on the purchase were $11,742,000 

(US$12,000,000).  The Company paid the agent $587,100 (US$600,000) as a commission for this 

public offering.  

 

Share issue costs incurred during the six month period ended June 30, 2011 totalled $807,575, 

including $587,100 in commissions paid.  

  

(c) Stock options  
 

The Company has an incentive share option plan (the “Plan”) that allows it to grant incentive stock options 

to its officers, directors, employees and consultants. The Plan was amended on May 12, 2008 to add an 

appendix called the 2008 Stock Incentive Plan for United States Resident Employees (the “U.S. Plan”) to 

supplement and be a part of the Plan.  The purpose of the U.S. Plan is to enable the Company to grant 

Incentive Stock Options, as that term is used in Section 422 of the Internal Revenue Code of 1986, as 

amended from time to time, and any regulations promulgated thereunder to qualifying employees who are 

citizens or residents of the United States of America. This does not change the aggregate number of options 

that can be granted pursuant to the Plan.  

 

The purpose of the Plan permits the Company’s directors to grant incentive stock options for the purchase 

of shares of the Company to persons in consideration for services. Stock options must be non-transferable 

and the aggregate number of shares that may be reserved for issuance pursuant to stock options may not 

exceed 10% of the issued shares of the Company at the time of granting and may not exceed 5% to any 

individual (maximum of 2% to any consultant). The exercise price of stock options is determined by the 

board of directors of the Company at the time of grant and may not be less than the closing price of the 

Company’s shares on the trading day immediately preceding the date on which the option is granted and 

publicly announced, less an applicable discount, and may not otherwise be less than $0.10 per share. 

Options have a maximum term of ten years and terminate 90 days following the termination of the 

optionee’s employment, except in the case of death or disability, in which case they terminate one year 

after the event.    

 

 

 

 

 

 

 

 

 

 

 

 

 



 

20 
 

The continuity of stock options is as follows: 

 

 

 

Expiry date 

Exercise 

Price 

Per 

Share 

 

Balance 

December 

31, 2010 

 

 

 

Granted 

 

 

 

Exercised 

 

Forfeited 

and 

Expired 

 

Balance  

June  

30, 2011 

       

March 9, 2011 $2.00 75,000 - - (75,000) - 

May 4, 2011 $2.00 30,000 - - (30,000) - 

June 15, 2011 $2.53 235,000 - - (235,000) - 

August 30, 2011 $2.63 40,000 - - - 40,000 

November 30, 2011 $2.70 140,000 - - (140,000) - 

January 23, 2012 $3.00 25,000 - - - 25,000 

July 31, 2012 $2.71 500,000 - - (75,000) 425,000 

October 30, 2012 $3.36 50,000 - - - 50,000 

December 6, 2012 $3.32 15,000 - - - 15,000 

April 13, 2014 $2.04 400,000 - - - 400,000 

July 16, 2013 $2.00 100,000 - - - 100,000 

January 7, 2014 $0.56 1,295,000 - (190,000) - 1,105,000 

September 9, 2014 $0.86 1,000,000 - - - 1,000,000 

May 17, 2015 $0.71 500,000 - - - 500,000 

June 16, 2015 $0.58 1,705,000 - (188,332) (30,000) 1,486,668 

October 22, 2015 $0.61 350,000 - - - 350,000 

January 13, 2016 $0.95 - 815,000 - - 815,000 

May 16, 2016 $1.47 - 150,000 - - 150,000 

June 1, 2016 $1.60 - 100,000 - - 100,000 

       

  6,460,000 1,065,000 (378,332) (585,000) 6,561,668 

Weighted average 

exercise price 

  

  $        1.10 

 

$         1.08 

 

$        0.57 

    

$        2.40 

  

$            1.01 

 

 

At June 30, 2011 all but 855,001 of the 6,561,668 stock options outstanding were exercisable. The intrinsic 

value of vested stock options outstanding at June 30, 2011 was $5,409,250.  Intrinsic value for vested stock 

options is calculated on the difference between the exercise prices of the underlying options and the quoted 

price of $1.88 for our common stock as of June 30, 2011. 

 

The Company recorded stock-based compensation expense, net of forfeitures, of $739,479 in the six 

months ended June 30, 2011 (June 30, 2010 - $619,210) for options vesting in that period of which 

$635,687 (June 30, 2010 - $600,218) was included in salaries and benefits in the statement of operations, 

$75,622 (June 30, 2010 - $18,992) was included in salaries and labor in the schedule of mineral exploration 

expenditures and $28,170 (June 30, 2010 - $nil) was included in consulting in the statement of operations 

for non-employee stock-based compensation. There is a balance of $255,542 that will be recognized in 

fiscal 2011, fiscal 2012 and fiscal 2013 as the existing options vest.  
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d) Share purchase warrants: 

 

The continuity of share purchase warrants is as follows: 
  

 

 

Expiry date 

 

Exercise price 

per share 

Balance 

December 31, 

2010 

 

 

Issued 

 

 

Exercised 

   

 

Expired 

Balance 

June 30, 

2011 

 US$ Cdn$      

October 9, 2011*  $0.90 1,333,333 - (1,125,000) - 208,333 

June 16, 2012  $0.80 6,185,673 - (2,564,588) - 3,621,085 

November 12, 2012 $0.90  3,330,000 - (2,650,000) (680,000) - 

   10,849,006 - (6,339,588) (680,000) 3,829,418 

   $                0.83 - $          0.83 US$     0.90 $       0.81 

 Each warrant entitles the holder to purchase one additional common share until October 9, 2011 at an exercise 

price as follows: $0.70 if exercised on or before October 9, 2010; $0.80 if exercised after October 9, 2010 but 

on or before April 9, 2011; and $0.90 if exercised after April 9, 2011 but on or before October 9, 2011. 

 

9. Contingency 

 

On January 27, 2011 the Company was delivered a summons that it is being sued in the state of Nevada by 

Redcor Drilling, Inc. (“Redcor”) for non-payment of the balance of a drilling invoice that is under dispute by 

the Company. Redcor is demanding the Company pay US$241,477.24 together with interest at the rate of 4% 

per annum from September 18, 2010. On March 10, 2011, the Company responded to the summons and intends 

to continue to protest payment of the amount demanded on the basis of non-performance of services. The 

Company has recorded the full amount as an accrued liability without accruing interest as the amount of the 

liability can be estimated and it is likely the Company may be required to pay some portion of the disputed 

amount. 

 

Redcor placed a mechanic’s lien on a portion of the Pan project that the Company leases from Newark Valley 

Mining Corp. Subsequently, the Company posted a surety bond for the disputed amount, thereby releasing the 

mechanic’s lien. 

 

 

10. Commitments 

 

The Company has obligations under operating leases for its corporate offices in Englewood, Colorado and Ely, 

Nevada and office equipment until 2014 as follows.   Future minimum lease payments for non-cancellable 

leases with initial lease terms in excess of one year are included. 

 
Fiscal 

Year 

Operating 

Leases 

2011 $            64,588 

2012 120,884 

2013 112,592 

2014 107,299 
Total $         405,363 

  

 

11. Related party transactions 

 

For the three and six month periods ending June 30, 2011, the Company paid consulting fees of $25,875 and 

$53,901, respectively (2010 - $22,500 and $45,000, respectively) to a company controlled by the former Chief 

Financial Officer of the Company for accounting and corporate compliance services.  The Company’s former 

Chief Financial Officer resigned effective March 18, 2011, but, remained as Corporate Secretary until just prior 

to the Annual General Meeting on June 5, 2011.  

 

Included in accounts payable and accrued liabilities at June 30, 2011 is $16,558 (December 31, 2010 - $18,293) 
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payable to directors and officers. 

 

These transactions are in the normal course of operations and are measured at the exchange amount, which is 

the amount of consideration established and agreed to by the related parties.  

 

12. Financial instruments 

 

In all material respects, the carrying amounts for the Company’s cash and cash equivalents, amounts receivable, 

accounts payable and accrued liabilities approximate their fair values due to the short term nature of these 

instruments.  Investments at June 30, 2011 and December 31, 2010 are recorded at fair values (note 4). 

 

 

13. Subsequent events 

 

In July 2011 the Company received funds in the amount of US$1,144,929, which the Company considers to be  

partial consideration for reconveyance of certain deeds of trust held by the Company.  The total consideration to 

be received to complete the transaction has not yet been determined. 
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Item 2.    Management's Discussion and Analysis of Financial Condition and Results of Operations.  

You should read the following discussion and analysis of our financial condition and results of operations together 

with our financial statements and related notes appearing elsewhere in this Quarterly Report filed on Form 10-Q. 

 This discussion and analysis contains forward-looking statements that involve risks, uncertainties and assumptions. 

 Our actual results may differ materially from those anticipated in these forward-looking statements as a result of 

many factors, including, but not limited to, those set forth under the heading “Risk Factors and Uncertainties” in 

our Form 10-K filed with the SEC on March 17, 2011, and elsewhere in this report.  

This discussion and analysis should be read in conjunction with the accompanying unaudited interim consolidated 

financial statements and related notes. The discussion and analysis of the financial condition and results of 

operations are based upon the unaudited interim consolidated financial statements, which have been prepared in 

accordance with accounting principles generally accepted in the United States. The preparation of financial 

statements in conformity with accounting principles generally accepted in the United States of America requires 

Midway to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of 

any contingent liabilities at the financial statement date and reported amounts of revenue and expenses during the 

reporting period. On an on-going basis Midway reviews its estimates and assumptions. The estimates were based on 

historical experience and other assumptions that Midway believes to be reasonable under the circumstances. Actual 

results are likely to differ from those estimates under different assumptions or conditions, but Midway does not 

believe such differences will materially affect our financial position or results of operations. Critical accounting 

policies, the policies Midway believes are most important to the presentation of its financial statements and require 

the most difficult, subjective and complex judgments, are outlined below in “Critical Accounting Policies,” and have 

not changed significantly. 

Cautionary Note Regarding Forward-Looking Statements 

In addition, certain statements made in this report may constitute “forward-looking statements”. These forward-

looking statements involve known or unknown risks, uncertainties and other factors that may cause the actual 

results, performance, or achievements of Midway to be materially different from any future results, performance or 

achievements expressed or implied by the forward-looking statements. Except for historical information, the matters 

set forth herein, which are forward-looking statements, involve certain risks and uncertainties that could cause actual 

results to differ. Potential risks and uncertainties include, but are not limited to, unexpected changes in business and 

economic conditions;  significant increases or decreases in gold prices; changes in interest and currency exchange 

rates;  unanticipated grade changes; metallurgy, processing, access, availability of materials, equipment, supplies 

and water; determination of reserves; results of current and future exploration activities; results of pending and 

future feasibility studies; joint venture relationships; political or economic instability, either globally or in the 

countries in which we operate; local and community impacts and issues; timing of receipt of government approvals; 

accidents and labor disputes; environmental costs and risks; competitive factors, including competition for property 

acquisitions; and availability of external financing at reasonable rates or at all.  Forward- looking statements can be 

identified by terminology such as “may,” “will,” “should,” “expects,” “intends,” “plans,” “anticipates,” “believes,” 

“estimates,” “predicts,” “potential,” “continues” or the negative of these terms or other comparable terminology. 

Although Midway believes that the expectations reflected in the forward-looking statements contained herein are 

reasonable, it cannot guarantee future results, levels of activity, performance or achievements. Forward-looking 

statements are made based on management’s beliefs, estimates, and opinions on the date the statements are made, 

and Midway undertakes no obligation to update such forward-looking statements if these beliefs, estimates, and 

opinions should change, except as required by law. 

Cautionary Note to U.S. Investors Regarding Reserve and Resource Estimates 

 

The mineral estimates in this Form 10-Q have been prepared in accordance with the requirements of the securities 

laws in effect in Canada, which differ from the requirements of United States securities laws. The terms “mineral 

reserve”, “proven mineral reserve” and “probable mineral reserve” are Canadian mining terms as defined in 

accordance with Canadian National Instrument 43-101 – Standards of Disclosure for Mineral Projects (“NI 43-101”) 

and the Canadian Institute of Mining, Metallurgy and Petroleum (the “CIM”) - CIM Definition Standards on 

Mineral Resources and Mineral Reserves, adopted by the CIM Council, as amended. These definitions differ from 

the definitions in United States Securities and Exchange Commission (“SEC”) Industry Guide 7 under the United 



 

24 
 

States Securities Act of 1933, as amended. Under SEC Industry Guide 7 standards, a “final” or “bankable” 

feasibility study is required to report reserves, the three-year historical average price is used in any reserve or cash 

flow analysis to designate reserves and the primary environmental analysis or report must be filed with the 

appropriate governmental authority. 

 

In addition, the terms “mineral resource”, “measured mineral resource”, “indicated mineral resource” and “inferred 

mineral resource” are defined in and required to be disclosed by NI 43-101; however, these terms are not defined 

terms under SEC Industry Guide 7 and are normally not permitted to be used in reports and registration statements 

filed with the SEC. Investors are cautioned not to assume that any part or all of mineral deposits in these categories 

will ever be converted into reserves. “Inferred mineral resources” have a great amount of uncertainty as to their 

existence, and great uncertainty as to their economic and legal feasibility. It cannot be assumed that all or any part of 

an inferred mineral resource will ever be upgraded to a higher category. Under Canadian rules, estimates of inferred 

mineral resources may not form the basis of feasibility or pre-feasibility studies, except in rare cases. 

 

Investors are cautioned not to assume that all or any part of an inferred mineral resource exists or is economically or 

legally mineable. Disclosure of “contained ounces” in a resource is permitted disclosure under Canadian regulations; 

however, the SEC normally only permits issuers to report mineralization that does not constitute “reserves” by SEC 

Industry Guide 7 standards as in place tonnage and grade without reference to unit measures. 

 

Accordingly, information contained in this Quarterly Report on Form 10-Q and the documents incorporated by 

reference herein contain descriptions of our mineral deposits that may not be comparable to similar information 

made public by U.S. companies subject to the reporting and disclosure requirements under the United States federal 

securities laws and the rules and regulations thereunder. 

 

Overview 

 

Company Overview 

 

Midway is an exploration stage company engaged in the acquisition, exploration, and, if warranted, development of 

gold and silver mineral properties in North America. Our mineral properties are located in Nevada and Washington. 

The Midway, Spring Valley, Pan, Gold Rock, and Golden Eagle gold properties are exploratory stage projects and 

have identified gold mineralization and the Thunder Mountain and Burnt Canyon projects are earlier stage gold and 

silver exploration projects.  

 

Business Strategy and Development 

 

The Company is currently working towards transitioning itself from an exploration company to a gold production 

company with plans to advance the Pan gold deposit located in White Pine County, Nevada through to production 

by as early as 2013. 
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The map below shows the location of Midway’s properties located in Nevada, USA.  
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Highlights for the second quarter 2011 and up to August 3, 2011: 

 

 Spring Valley project - a new resource estimate was received and additional assay results from fourth 

quarter 2010 drilling were received 

 Pan project - a positive Prefeasibility Study was completed and positive drilling results were received 

 Midway project - an initial underground mineable resource estimate was completed, and a core drilling 

program commenced 

 

Activities on Midway’s properties in the second quarter ended June 30, 2011 and up to August 11, 2011 the 

date of this Quarterly Report filed on Form 10-Q, are described in further detail below. 

 

Spring Valley Project, Pershing County, Nevada 

 

Barrick conducted and funded exploration in 2010 on the Spring Valley project to meet its minimum expenditure 

requirement of US$5,000,000 in 2010. Barrick has the exclusive right to earn a 60% interest in the Spring Valley 

project by spending US$30,000,000 on the property over five years. Barrick may increase its interest by 10% (70% 

total) by spending an additional US$8,000,000 in the year immediately after vesting at 60%. At the Company’s 

election, Barrick may also earn an additional 5% (75% total) by carrying the Company to a production decision and 

arranging financing for the Company’s share of mine construction expenses with the carrying and financing costs 

plus interest to be recouped by Barrick once production has been established.  

 

Barrick forwarded additional data from fourth quarter 2010 drilling.  Results indicate that the deposit appears to 

remain open to the north.  South of the existing resource, metallic screen assays for drill hole SV10-499 confirm the 

presence of a 205-meter-thick zone of anomalous mineralization averaging 0.24 gpt gold indicating the deposit 

appears to be open to the south. This thick anomalous gold zone, only 1,800 meters from the known resource area, 

suggests that the intervening ground is ideally located for on-going exploration and resource expansion 

 

Barrick commenced its 2011 drilling program in early April, and two reverse circulation (RC) rigs and one core rig 

are currently operating. Barrick has reported that the 2011 drill plan is focused on expanding the resource and 

evaluating property acquired near the end of 2010 south of the current resource area. In addition to drilling, cultural 

and biological surveys, hydrogeologic studies and trace element analyses are underway to support future permit 

applications. 

 

Barrick has informed Midway that it intends to conduct and fund the minimum required program of US$7,000,000 

in 2011 for a cumulative amount of US$16,000,000 by December 31, 2011.  Drilling in 2011 is expected to focus on 

expanding the resource and evaluating satellite targets, particularly within the recently acquired land south of the 

existing resource. 

 

The Company engaged an independent engineer, Gustavson Associates, LLC of Lakewood, Colorado to review the 

drilling results and provide a new resource update that incorporated all Barrick drilling to date, resulting in the 

conversion of 2.16 million ounces of gold to the Measured and Indicated categories, consisting of 0.93 million 

ounces in the Measured category and 1.23 million ounces in the Indicated category at a cut-off grade of 0.14 grams 

per tonne (g/t). The new drilling also produced an additional Inferred resource of 1.97 million ounces of gold at the 

same cut-off grade.  The Measured resource is contained within 59.0 million tonnes grading 0.49 g/t, the Indicated 

resource is contained within 85.8 million tonnes grading 0.45 g/t and the Inferred resource is contained within 103.9 

million tonnes grading 0.59 g/t. 

 

Measured and Indicated resources are estimated pursuant to Canadian industry standards.  See “Cautionary Note to 

U.S. Investors Regarding Reserve and Resource Estimates” above.  The Spring Valley project is without known 

reserves, as defined under SEC Guide 7, and the proposed program for the property is exploratory in nature. 

 

Barrick is funding the majority of the ongoing costs of this project. In the six months ended June 30, 2011, the 

Company incurred $252,027 primarily to fund engineering and legal costs incurred on the portion of the Seymork 

land that falls outside of the Barrick agreement area of interest.   
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Pan Project, White Pine County, Nevada 

 

The Pan property is located at the northern end of the Pancake mountain range in western White Pine County, 

Nevada, approximately 22 miles southeast of Eureka, Nevada, and 50 miles west of Ely, Nevada.  The Pan deposit is 

a Carlin-style, disseminated gold deposit, located along the Battle Mountain-Eureka Trend. 

 

Mine planning and engineering design were on-going through the second quarter. Initial results were reported as part 

of a positive Prefeasibility Study and additional work is underway for a Feasibility Study scheduled for completion 

in the second half of 2011. Environmental studies are continuing in support of permitting including a plan of 

operations and reclamation plan to be submitted to management agencies. 

 

The Company continued its 6,500 meter reverse circulation (RC) drilling program in the second quarter, and 

reported drill intercepts from 15 RC drill holes, including drill hole PN11-09 which contained the longest and 

highest grade gold intercept yet encountered at the project. The 30 meter intercept of 3.15 grams per tonne (gpt) gold 

includes a zone of 13.7 meters of 5.79 gpt gold which also includes a 1.5 meter interval of 10.1 gpt gold. As 

expected, drilling to test for mineralization beneath proposed mine facility sites produced no significant results. The 

Pan deposit is still open to the North, the South and at depth and the 2011 drilling, including a 600 meter diamond 

core program to commence in the second half of 2011, is designed to expand the resource by following up on 2010 

drilling that identified higher gold grades and a possible new gold zone.   

 

On April 4, 2011, the Company reported the results of a Prefeasibility Study for the Pan project, prepared by 

Gustavson Associates.  The Prefeasibility Study demonstrated positive economic results and technical favorability 

of the Pan project and included a new resource estimate. Highlights of the study are included below. 

 

Highlights (Base Case at $1,050/oz gold) 

 

 Resource growth over the July 2010 Preliminary Economic Assessment 

o 848,700 contained ounces in Measured and Indicated Resource categories at a grade of 0.016 oz 

gold per short ton at a 0.008 oz/ton cutoff grade
*
 

 Proven and Probable Reserves of 716,900 contained ounces grading 0.017 oz/ton gold
*
 

 Robust project economics 

o Capital costs of US$79.25 million including 15% contingency 

o Total cash operating costs (including taxes) projected to be $431 per oz 

o Total cash costs (including royalties) projected to be $473 per oz 

o Fully loaded production cost (cash costs and capital) is expected to be $666 per oz 

o At $1,050 per oz gold, after-tax net present value (NPV) at 5% discount of US$91.1 million and 

internal rate of return (IRR) of 32.5% using a 0.008 oz/ton cutoff grade 

o At $1,250 per oz gold, the NPV increases to approximately $142 million (55% higher) 

o At $1,450 per oz gold, the NPV increases to approximately $192 million (111% higher) 

 Project lifespan in excess of 9 years with heap leach stacking of 17,000 tons per day (tpd) 

o Average of 77,000 ounces per year produced over 8.5 years of operation 

 Average estimated recovery of 80% gold for the South Pit and 70% gold for the North Pit 

 Life of mine (LOM) strip ratio of 1.40:1 

 Expansion potential includes 

o Inferred resources in the $1,050 pit 

o Open mineralization at depth and along strike at North and South Pan 

 

* Measured and Indicated Resources and Proven and Probable Reserves are estimated pursuant to Canadian industry 

standards.  See “Cautionary Note to U.S. Investors Regarding Reserve and Resource Estimates” above. 

 

Mineral Reserves and Resources 

 

The open pit mineral reserves and resources were completed by Gustavson, with Ms. Terre A. Lane and Mr. Donald 

E. Hulse acting as the Qualified Persons (QP). The Prefeasibility Study demonstrates the project is economically 

viable therefore the Measured and Indicated Mineral Resources within the designed pits are considered Proven and 
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Probable Reserves.  Only the two main ore bodies (North Pan and South Pan) are included in the mine design.  A 

0.008 oz/ton cutoff grade resulted in the highest NPV for the project and is the selected Base Case.  Mineral 

Reserves were based upon a design pit using Lerchs Grossmann generated pit surfaces that maximize revenue based 

on a $1,050 per ounce three-year trailing average price of gold. 

 

The resource estimation includes all data collected through February 28, 2011, including 15 core holes drilled in 

2010 by Midway as well as new lithology and alteration models for breccia controlled mineralization.  Ordinary 

Kriging was used to estimate gold grades in a block model with blocks 20 feet wide, 20 feet long and 20 feet high.  

Measured and Indicated resource estimates are limited to drill intervals with fire assay results. Inferred resource 

estimates include all available assay data.  

 

The mineral resources and reserves are summarized below.  Mineral resources are inclusive of mineral reserves.  

 

Total Pan Mineral Resource, March 2011* 

Cutoff Grade 

(gold oz/ton) 

Short Tons 

(x 1000) 

Gold Grade 

(gold oz/ton) 

Ounces 

(x 1000) 
    

Measured 

0.01 21,996 0.019 426.9 

0.008 25,025 0.018 453.7 

0.006 28,110 0.017 474.5 

0.004 30,685 0.016 487.9 
    

Indicated 

0.01 21,273 0.016 346.2 

0.008 26,814 0.015 394.8 

0.006 32,162 0.013 432.2 

0.004 36,629 0.013 456.1 
    

Measured plus Indicated 

0.01 43,269 0.018 770.7 

0.008 51,839 0.016 848.7 

0.006 60,272 0.015 909.8 

0.004 67,314 0.014 946.2 
    

Inferred 

0.01 4,977 0.016 80.5 

0.008 7,164 0.014 100.2 

0.006 10,834 0.012 125.1 

0.004 14,690 0.010 144.7 

 

Total Pan Mineral Reserve, March 2011
* 

Cutoff Grade 

(gold oz/ton) 

Short Tons 

(x 1000) 

Gold Grade 

(gold oz/ton) 

Ounces 

(x 1000) 
    

Proven 

0.01 20,481 0.020 402.5  

0.008 23,012 0.018 425.4  

0.006 25,289 0.017 441.3  

0.004 27,047 0.017 450.2  
    

Probable 

0.01 15,656 0.017 265.1  

0.008 18,540 0.016 291.1  

0.006 20,944 0.015 308.0  

0.004 23,775 0.016 374.2  
    

Proven plus Probable 
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Cutoff Grade 

(gold oz/ton) 

Short Tons 

(x 1000) 

Gold Grade 

(gold oz/ton) 

Ounces 

(x 1000) 

0.01 36,137 0.018 667.6 

0.008 41,553 0.017 716.5 

0.006 46,233 0.016 749.3 

0.004 50,822 0.016 824.4 
    

Inferred within $1,050 Pit Design 

0.01 530 0.015 8.1  

0.008 774 0.013 10.3  

0.006 1,110 0.011 12.6  

0.004 1,542 0.010 14.8  

 

* Mineral resource and mineral reserve estimates are estimated pursuant to Canadian industry standards.  See 

“Cautionary Note to U.S. Investors Regarding Reserve and Resource Estimates” above. 

 

Expansion Potential 

 

Additional mineralization not included in the Prefeasibility Study includes Inferred resources in the $1,050 pit, open 

mineralization at depth and along strike at North and South Pan.  Mineralization at North Pan has not been closed 

off at depth, particularly along the Pilot Shale-Devil’s Gate Limestone contact, or to the north where it trends under 

Tertiary volcanic rocks.  At the South Pan deposit, mineralization is open to the east and to the south where the 

deposit also trends under Tertiary volcanic rocks.   

 

Mining and Production 

 

Midway plans to use conventional open pit mining methods, using front end loaders and in-pit crush and convey 

with mobile jaw crushers and mobile conveyors conveying waste to the waste dump.  The majority of the material 

from the mine will be drilled and blasted prior to loading.  The initial mining fleet consists of two loaders, two jaw 

crushers, and two 100-ton trucks, with various support equipment.  The mine plan produces 6.1 million tons of ore 

per year for delivery to the heap leach (17,000 tpd).  Peak ore and waste production is estimated to be 52,000 tpd.  

The pit design is based on inter-ramp slope angles of 50 degrees for South Pan, 45 degrees for North Pan.  The face 

slope angles are 70 degrees for South Pan and 63 degrees for North Pan. 

 

Operating Costs 

Description 

US$ 

Per ton of ore 

US$ 

Per oz of gold 

Mining 1.76 136.92 

Processing 2.46 191.02 

G&A 0.33 25.88 

Production Taxes 0.50 38.44 

Contingency – 10% 0.51 39.23 

Total Operating Cost $5.56 $431.48 

 

Initial Capital Costs 

Description US$ 

Construction capital 58.11 million 

Owner’s capital 4.42 million 

Contingency (15%) 9.45 million 

Working capital and inventory 7.26 million 

Total $79.25 million 
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Metallurgy and Processing 

 

Material from the North and South Pan pits will be processed using conventional heap leaching methods.  Ore from 

both pits will be crushed by the primary in-pit mobile jaw crusher and secondary and tertiary cone crushers to a 

nominal 0.5 inches prior to leaching.  The fines will be agglomerated.  Crush size and leach kinetics are based on 

current metallurgical testing.  Additional testing for optimization is underway.  

 

Barren solution will be distributed on the leach pad with drip tube emitters.  Pregnant solution and storm water 

storage ponds are integral to the leach pad system.  Pregnant solutions will be treated in an adsorption/desorption 

refining (ADR) plant using conventional unit processes. 

 

The Prefeasibility Study was prepared to the standards of National Instrument 43-101 and was filed on SEDAR on 

April 4, 2011. The Prefeasibility Study was prepared under the supervision of William J. Crowl, Vice President of 

Mining, Donald E. Hulse, Principal Mining Engineer, Terre A. Lane, Principal Mining Engineer and Donald J. 

Baker, Associate Principal Geologist of Gustavson, and Deepak Malhotra, President of Resource Development, Inc., 

each of whom are independent of the Company and are qualified persons. 

 

The Company incurred $3,091,161 of costs at the Pan project in the six months ended June 30, 2011 of which, 32% 

was the cost of engineering, environmental, geochemical and geological work for the prefeasibility study and 

advancing work toward the feasibility study, 29% on the ongoing drill program and the balance on advancing study 

and permitting activities.   

 

Midway Project, Nye County, Nevada 

 

The Midway property is located in Nye County, Nevada, approximately 15 miles northeast of the town of Tonopah, 

210 miles northwest of Las Vegas and 236 miles southeast of Reno.  The property is over the northeastern flank of 

the San Antonio Mountains and in the Ralston Valley. Water is readily available from water wells drilled on the 

property under a temporary grant of water rights and power is accessible as a power line crosses the property.  

 

An initial resource estimate was completed on select veins of the Discovery and Dauntless zones that could possibly 

be developed using underground mining methods. Additional engineering studies are underway to support further 

underground mine analyses and to guide future work programs. A core drilling program is underway to provide 

additional geological information and to confirm past RC drill results.  

 

A NI 43-101 compliant resource estimate was completed by Gustavson Associates, LLC to evaluate a limited 

number of vein-like structures primarily in the Discovery Zone.  Mineralization was modeled using Indicator 

Kriging to analyze zones of potential high grade mineralization.  This indicator model was calibrated by comparison 

with veins modeled on cross sections, and appears to have identified higher grade areas with continuous gold 

mineralization that could possibly be mined by underground methods.   

 

  Midway Project Initial Inferred Underground Resource
* 

Cutoff Grade 

(oz/ton) 

Short Tons 

(thousands) 

Grade 

(oz/ton) Ounces 

0.1000 114.0 0.3017 34,394 

0.0750 127.0 0.2813 35,725 

0.0500 130.0 0.2758 35,854 

0.0200 131.0 0.2742 35,920 

 

* Inferred mineral resource estimate is estimated pursuant to Canadian industry standards.  See “Cautionary Note to 

U.S. Investors Regarding Reserve and Resource Estimates” above. 

 

The resource was prepared to the standards of National Instrument 43-101 and was filed on SEDAR on April 1, 

2011. The report was prepared under the supervision of William J. Crowl, Vice President of Mining, Donald E. 

Hulse, Principal Mining Engineer, Terre A. Lane, Principal Mining Engineer and Donald J. Baker, Associate 

Principal Geologist of Gustavson, each of whom are independent of the Company and are qualified persons. 
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The Company incurred $812,849 of costs at the Midway project in the six months ended June 30, 2011 of which 

61% was for drilling, 19% was the cost of engineering studies and the balance on work to support the discussions for 

the water rights. 

 

Gold Rock Project, White Pine County, Nevada 

 

The Gold Rock property is situated in the eastern Pancake Range in western White Pine County, Nevada. The 

property is 8 miles southeast of the Company’s Pan project. Access is via the Green Springs road from US Highway 

50 approximately 65 miles from Ely, Nevada. Water is readily available from wells in the region. Power will likely 

be available by extending power lines from the Pan property. 

 

A technical report was completed in the first quarter of 2011 by Gustavson Associates, LLC to review geological 

and historical drill data prior to a planned 2011 drilling program.  Historic drill results include 673 drill holes within 

and surrounding the Easy Junior open pit mine.   Review of select drill data confirmed that assays in the database are 

consistent with original assay certificates. These drill results suggest there could be significant unmined gold 

mineralization along strike of Easy Junior that may represent a bulk tonnage epithermal gold target.   

 

Gustavson reviewed a historic resource estimate that was completed in 1988 prior to mining by International Mining 

Consultants of Tucson, Arizona (“IMC”) (see table below).  During operations, the mine reportedly produced 

approximately 52,400 ounces of gold.  A qualified person has not done sufficient work to classify the historical 

estimate as current mineral resources; Midway is not treating the historical estimate as a current mineral resource 

and the historical estimate should not be relied upon. 

 

 

IMC geological reserve (1988 geologic inventory, no economic constraint) 

Cutoff Grade 

(oz/ton) Short Tons 

Grade 

(oz/ton) Ounces 

0.050 758,000 0.064 48,512 

0.030 3,552,000 0.043 152,736 

0.025 4,953,000 0.039 193,167 

0.020 6,963,000 0.034 236,742 

0.015 9,934,000 0.029 288,086 

0.012 12,641,000 0.025 316,025 

0.010 14,990,000 0.023 344,770 

 

Gustavson’s evaluation confirms that Gold Rock contains a gold system that warrants additional exploration and 

evaluation.  The mineralizing system is strong, with a known strike length of over 8,000 feet.  The lithology, 

alteration, and mineralization are similar to other sediment hosted Carlin-type systems such as Alligator Ridge, Bald 

Mountain, Rain, and Midway’s Pan Project, 8 miles to the northwest.  Only a portion of the system has been 

explored and mined, and drilling outside of the Easy Junior pit area is widely spaced and shallow.  The Gold Rock 

system has structural controls that have not been explored at depth. Previous exploration has not closed off 

mineralization in any direction. 

 

Gustavson’s evaluation was prepared to the standards of National Instrument 43-101 and was filed on SEDAR on 

March 30, 2011. The report was prepared under the supervision of William J. Crowl, Vice President of Mining, 

Donald E. Hulse, Principal Mining Engineer, Terre A. Lane, Principal Mining Engineer and Donald J. Baker, 

Associate Principal Geologist of Gustavson, each of whom are independent of the Company and are qualified 

persons. 

 

The Company incurred $136,853 of costs at the Gold Rock project in the six months ended June 30, 2011 of which 

38% was the cost of engineering studies, 16% for drilling and the balance on geological programs. 
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Burnt Canyon Project, Pershing County, Nevada 

 

Burnt Canyon is a volcanic hosted epithermal system with gold identified in numerous rock and soil samples. The 

project lies between high grade veins in the Seven Troughs district to the south and the Wildcat disseminated gold 

deposit to the north in Pershing County, Nevada. 

 

The Company did not conduct any work on the Burnt Canyon project in the six months ended June 30, 2011.   

 

Thunder Mountain Project, Nye County, Nevada 

 

Thunder Mountain is a gold and silver rich epithermal vein and disseminated gold system hosted in rhyolite tuffs 

and flow dome complexes located six miles southeast of the Midway project in Nye County, Nevada. 

 

The Company did not conduct any work on the Thunder Mountain project in the six months ended June 30, 2011.   

 

The Company incurred $6,010 expenditures at the Thunder Mountain project in the six months ended June 30, 2011 

$5,365 of which was for labor costs. 

 

Golden Eagle Project, Ferry County, Washington 

 

The Golden Eagle property is located on private land in the Eureka (Republic) mining district in Ferry County, 

Washington. The property is two miles northwest of the town of Republic, Washington and is accessed by the Knob 

Hill county road.  

 

Engineering studies are continuing, including evaluations of methods for processing sulfide mineralization and 

issues related to permitting. 

 

The Company incurred $224,187 of expenditures at the Golden Eagle project in the six months ended June 30, 2011, 

primarily for engineering studies. 

 

Results of operations for the three months ended June 30, 2011 compared to the three months ended June 30, 

2010 

 

The net loss for the three months ended June 30, 2011 was $3,300,981 (2010 – $1,811,915).   

 

Significant differences between the three month periods ended June30, 2011 and June 30, 2010 are as follows: 

 

Consulting totaled $63,462 (2010 - $22,500) an increase of $40,962 over the comparative period.  Included in the 

$40,962 variance is $28,170 recognized in non-employee stock-based compensation awarded to a consultant 

providing the Company with guidance on legislative matters.  The Company has also engaged consultants to assist 

the Company on legislative/political issues related to mining in the state of Nevada and well as on environmental 

matters.   

 

Depreciation totalled $6,928 (2010 - $17,492), a decrease of $10,564 from the comparative period.  This was 

primarily due to older assets having reached full depreciation. 

 

Investor relations and travel totalled $115,269 (2010 - $110,319) an increase of $4,950 over the comparative period.    

Midway has focused its investor relations efforts on increasing the market’s awareness of Midway by travelling to 

meet potential investors and by attendance at selected industry investor shows. The Company decreased its use of 

investor relations consultants in the second quarter which resulted in a decrease in investor relations consulting fees 

by $10,088 for the three month period ended June 30, 2011.  Additionally, conference fees are lower than the 

comparative period by $6,318.  However, shareholder information is higher in 2011 by $7,902 and travel is higher 

by $1,523.  

 

Exploration expenses were $3,148,793 (2010 – $286,174), a $2,862,619 increase over the 2010 comparative period.  

The details of the expenses in each period may be found in the schedule to the unaudited consolidated interim 
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financial statements.  Exploration levels are determined by the success of previous exploration programs on each 

project and cash available to fund additional programs.  Exploration salaries and labor for the three months ended 

June 30, 2011 include the non-cash estimated fair value of stock based compensation for stock options granted to 

technical employees in the period of $51,431 (2010 - $7,587).  Management fees earned for the Spring Valley 

project were $1,965 (2010 – $4,828).   

 

Office and administration expenses in the current period were $83,613 (2010 - $50,021) an increase of $33,592 over 

the comparative period.  This increase is the result of an increase in staff sizes at both the Englewood, Colorado and 

Ely, Nevada locations.  In the comparative period in 2010 the corporate office was located in Helena, Montana.  

Additionally, all corporate accounting functions were handled in the Englewood, Colorado office during the second 

quarter of 2011.   

 

Transfer agent and filing fees in the current period were $49,631 (2010 - $41,188) an increase of $8,443 over the 

comparative period.  $2,531 of the increase related to increased fees paid to Computershare as a result of the large 

volume of share warrant exercises in the current period.  $5,912 additional costs were incurred for regulatory and 

filing fees. 

 

Director’s fees, salaries and benefits were $443,555 inclusive of $130,921 of non-cash stock based compensation.  

The majority of the fair value of the January 13,
 
2011 option grant was included as employee stock-based 

compensation in the salaries and benefits for the three months ended June 30, 2011.  In the comparative period 

$871,847 included $600,594 of non-cash employee stock-based compensation.  Director’s fees, salaries and benefits 

exclusive of non-cash benefits were $312,634 for the three months ended June 30, 2011 (2010 - $271,253), an 

increase of $41,381 over the comparative period.  This increase is the result of the increase in staff size, which was 

necessary to move the Company toward becoming a development-stage company.   

 

The foreign exchange gain for the three month period was $58,486 compared to a loss in the comparative period of 

$357,295 of which $226,041 was an unrealized gain in the current period and a $376,059 unrealized loss in the 2010 

comparative period.  The unrealized foreign exchange relates to restatement of the US dollar denominated future 

income tax liability.  

 

Results of operations for the six months ended June 30, 2011 compared to the six months ended June 30, 2010 

 

The net loss for the six months ended June 30, 2011 was $6,015,264 (2010 – $2,204,135).   

 

Significant differences between the six month periods ended June30, 2011 and June 30, 2010 are as follows: 

 

Consulting totaled $107,149 (2010 - $45,000) an increase of $62,149 over the comparative period.  Included in the 

$62,149 variance is $28,170 recognized in non-employee stock-based compensation awarded to a consultant 

providing the Company with guidance on legislative matters.  The Company has also engaged consultants to assist 

the Company on legislative/political issues related to mining in the state of Nevada and well as on environmental 

matters.   

 

Depreciation totalled $27,420 (2010 - $43,180), a decrease of $15,760 from the comparative period.  This was 

primarily due to older assets having reached full depreciation. 

 

Investor relations and travel totalled $216,130 (2010 - $193,260) an increase of $22,870 over the comparative 

period.    Midway has focused its investor relations efforts on increasing the market’s awareness of Midway by 

travelling to meet potential investors and by attendance at selected industry investor shows. The Company decreased 

its use of investor relations consultants in the second quarter which resulted in a decrease in investor relations 

consulting fees by $10,253 for the six month period ended June 30, 2011.  Additionally, conference fees are lower 

than the comparative period by $6,318.  However, shareholder information is higher in 2011 by $6,789 and travel is 

higher by $15,040.  

 

Exploration expenses were $4,534,015 (2010 – $434,650).  The details of the expenses in each period may be found 

in the schedule to the unaudited consolidated interim financial statements.  Exploration levels are determined by the 

success of previous exploration programs on each project and cash available to fund additional programs.  
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Exploration salaries and labor include the non-cash estimated fair value of stock based compensation for stock 

options granted to technical employees in the period of $75,622 (2010 - $18,992).  Management fees earned from 

Barrick for the Spring Valley project were $5,682 (2010 - $9,348). 

 

Office and administration expenses in the current period were $146,497 (2010 - $92,666) an increase of $53,831 

over the comparative period.  This increase is the result of an increase in staff sizes at both the Englewood, Colorado 

and Ely, Nevada locations.  In the comparative period in 2010 the corporate office was located in Helena, Montana.  

Additionally, all corporate accounting functions were handled in the Englewood, Colorado office during the second 

quarter of 2011.   

 

Transfer agent and filing fees in the current period were $110,492 (2010 - $76,039) an increase of $34,453 over the 

comparative period.  $9,517 of the increase related to increased fees paid to Computershare as a result of the large 

volume of share warrant exercises in the current period.  $24,936 additional costs were incurred for regulatory and 

filing fees. 

 

Director’s fees, salaries and benefits were $1,247,939 inclusive of $635,687 of non-cash stock based compensation.  

The majority of the fair value of the January 13
th

 and May 16
th

, 2011 option grants was included as employee stock-

based compensation in the salaries and benefits for the six months ended June 30, 2011.  In the comparative period 

$1,104,989 included $600,218 of non-cash employee stock-based compensation.  Director’s fees, salaries and 

benefits exclusive of non-cash benefits were $612,252 for the six months ended June 30, 2011 (2010 - $504,771), an 

increase of $107,481 over the comparative period.  This increase is the result of the increase in staff size, which was 

necessary to move the Company toward becoming a development-stage company.   

 

The foreign exchange gain in the current period was $108,081 compared to a loss in the comparative period of 

$96,448 of which $373,983 was an unrealized gain in the current period and a $104,610 unrealized loss in the 2010 

comparative period.  The unrealized foreign exchange relates to restatement of the US dollar denominated future 

income tax liability.  

 

A loss on the change in fair value of warrant liability of $592,026 was recognized in the current period.  There was 

no comparable amount for the six month period ended June 30, 2010.  This liability is described in note 8.  These 

warrants were either exercised or they expired in the current period and there was no warrant liability at June 30, 

2011.    

 

Summary of Quarterly Results (Unaudited) 
  

    
June 

2011 

March 

2011 

Dec 

2010 

Sept 

2010 

June 

2010 

March 

2010 

Dec 

2009 

Sept 

2009 
  

 $(000s) except per share amounts 
  

        

Revenue from the sale of 

minerals   
 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil 

 

Nil     

Net loss  3,301 2,714 2,096 1,527 1,812 392 68 836    

Net loss per share, basic and 

diluted   
 

0.03 

 

0.03 

 

0.02 

 

0.02 

 

0.02 

 

0.01 

 

0.00 

 

0.01    

   
Notes and Factors Affecting Comparability of Quarters: 

 

(1) The Company is a mineral exploration company at the development stage and has no operating revenues.   

Exploration costs fluctuate between periods depending on results of each successive phase on each project 

and the Company’s ability to fund exploration and development activities. 

(2) Stock based compensation costs are a non-cash expense and represent an estimate of the fair value of stock 

options granted.  These expenses are often the largest item included in the Statement of Operations and 

they represent a significant source of variation in loss from quarter to quarter.  Stock based compensation is 

allocated between salaries and benefits and mineral exploration expenditures. 
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(3) Costs for the June 30 quarter tend to be higher due to printing and mailing of shareholder material for the 

Company’s annual general meeting and costs of conducting this meeting. 

(4) Costs for the December 31 quarter also tend to be higher due to accruals for the annual audit. 

Administratively, management tends to critically review all exploration projects in detail at this time of 

year and makes decisions about which projects it wishes to continue and which projects it will abandon.   

 
Financial Condition and Liquidity 

 

The Company began the 2011 year with cash and cash equivalents of $6,062,816.  During the six months ended 

June 30, 2011, the Company expended $5,792,776 on operations, invested a total of $1,431,650 in mineral 

properties and equipment and received $16,420,564 from a public offering and warrant and stock option exercises to 

end at June 30, 2011 with cash and cash equivalents of $15,258,954.   

 

The Company has not generated revenues from operations.  These consolidated financial statements have been 

prepared on the basis that the Company is a going concern, which contemplates the realization of its assets and the 

settlement of its liabilities in the normal course of operations.    The continuation of the Company as a going concern 

is dependent upon the continued financial support from its shareholders, the ability of the Company to obtain 

necessary equity financing to continue operations, confirmation of the Company’s interests in the underlying 

properties, the attainment of profitable operations and/or realizing proceeds from the sale of one or more of the 

properties. As at June 30, 2011, the Company had an accumulated deficit of $68,109,839 and working capital of 

$14,509,474 which management believes is sufficient to fund ordinary operations through the next twelve months, 

however the Company intends to raise additional equity funds as the opportunity presents itself. 

 

There was a severe deterioration in global credit and equity markets in 2007 through 2009.  This resulted in the need 

for government intervention in major banks, financial institutions and insurers and also resulted in greater volatility, 

increased credit losses and tighter credit conditions.  These disruptions in the credit and financial markets have had a 

significant material adverse impact on a number of financial institutions and have limited access to capital and credit 

for many companies. While market conditions have generally improved through 2010 and into 2011, access to 

capital and credit remains limited compared to capital markets before the deterioration in 2007.  Continued 

disruptions could, among other things, make it more difficult for us to obtain, or increase our cost of obtaining, 

capital and financing for our operations.  Our access to additional capital and financing may not be available on 

terms acceptable to us or at all.  

 

On April 21, 2011, the Alberta, British Columbia and Ontario Securities Commissions issued a final receipt for the 

Company’s Short Form Prospectus, which along with the Company’s S-3 Shelf Registration Statement under the 

Securities Act of 1933, as amended, declared effective by the SEC on February 14, 2011 (jointly the “2011 

Prospectus”), allows the Company to offer and sell, from time to time over a twenty-five month period, up to 

US$60,000,000 of the Company’s common shares, without par value, with or without warrants to purchase common 

shares, or any combination thereof in one or more transactions under the 2011 Prospectus. The Company may also 

offer under the 2011 Prospectus any common shares issuable upon the exercise of warrants.   

 

On June 6, 2011the Company issued 7,500,000 common shares upon the close of a “bought deal” public offering at 

a purchase price of US$1.60 per share for gross proceeds to the Company of $11,742,000 (US$12,000,000). 

 

As of the date of this Quarterly Report on Form 10-Q, there are 6,561,668 stock options outstanding at prices 

ranging from $0.56 to $3.36 and 3,829,418 share purchase warrants ranging from $0.80 to $0.90.  While it is 

probable that some of these options and share purchase warrants will be exercised, it is not possible to predict the 

timing or the amount of funds which might be received.   

 

Contractual Obligations 
  
There are no contractual obligations other than those described in the notes to the unaudited interim consolidated 

financial statements. 
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Off-balance sheet arrangements  

 

There are no off balance sheet arrangements. 

 

Inflation 

 

We do not believe that inflation has had a significant impact on our consolidated results of operations or financial 

condition.  

 

Environmental Compliance 
  
Our current and future exploration and development activities, as well as our future mining and processing 

operations, are subject to various federal, state and local laws and regulations in the countries in which we conduct 

our activities. These laws and regulations govern the protection of the environment, prospecting, development, 

production, taxes, labor standards, occupational health, mine safety, toxic substances and other matters. We expect 

to be able to comply with those laws and do not believe that compliance will have a material adverse effect on our 

competitive position. We intend to obtain all licenses and permits required by all applicable regulatory agencies in 

connection with our mining operations and exploration activities. We intend to maintain standards of environmental 

compliance consistent with regulatory requirements. 
  
Midway has an obligation to reclaim its properties after the surface has been disturbed by exploration methods at the 

site. As of June 30, 2011, we have accrued US$86,116 ($83,059 at June 30, 2011 compared to $41,445 at December 

31, 2010) related to reclamation and other closure requirements at our properties. These liabilities are covered by a 

combination of surety bonds and restricted cash totaling $268,435 at June 30, 2011 (December 31, 2010 - 

$260,087). We have accrued as a current liability what management believes is the present value of our best 

estimate of the liabilities as of June 30, 2011; however, it is possible that our obligations may change in the near or 

long term depending on a number of factors. 
 

Critical accounting policies  

 

Critical accounting estimates used in the preparation of the financial statements include our estimate of recoverable 

value on our property, plant and equipment, site reclamation and rehabilitation as well as the value assigned to 

stock-based compensation expense. These estimates involve considerable judgment and are, or could be, affected by 

significant factors that are out of our control.  

 

The factors affecting stock-based compensation include estimates of when stock options might be exercised and the 

stock price volatility. The timing for exercise of options is out of our control and will depend, among other things, 

upon a variety of factors including the market value of Midway shares and financial objectives of the holders of the 

options. We used historical data to determine volatility in accordance with Black-Scholes modeling, however the 

future volatility is inherently uncertain and the model has its limitations. While these estimates can have a material 

impact on the stock-based compensation expense and hence results of operations, there is no impact on our financial 

condition.  

 

Midway’s recoverability evaluation of its mineral properties and equipment is based on market conditions for 

minerals, underlying mineral resources associated with the assets and future costs that may be required for ultimate 

realization through mining operations or by sale. Midway is in an industry that is exposed to a number of risks and 

uncertainties, including exploration risk, development risk, commodity price risk, operating risk, ownership and 

political risk, funding and currency risk, as well as environmental risk. Bearing these risks in mind, Midway has 

assumed recent world commodity prices will be achievable. We have considered the mineral resource reports by 

independent engineers on the Midway, Spring Valley, Pan and Golden Eagle projects in considering the 

recoverability of the carrying costs of the mineral properties.  All of these assumptions are potentially subject to 

change and most are out of our control; however changes to the assumptions are not determinable. Accordingly, 

there is always the potential for a material adjustment to the value assigned to mineral properties and equipment.  

 

Midway has an obligation to reclaim its properties after the surface has been disturbed by exploration methods at the 
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site. As a result Midway has recorded a liability for the fair value of the reclamation costs it expects to incur. The 

Company estimated applicable inflation and credit-adjusted risk-free rates as well as expected reclamation time 

frames. To the extent that the estimated reclamation costs change, such changes will impact future reclamation 

expense recorded.  

 

Related Party Transactions 

 

The Company had the following related party transactions for the three months ended June 30, 2011 and 2010 

respectively. 

 

 
 
 

June 30, 

2011   

June 30, 

2010  

        
Consulting services paid to a company owned by Doris Meyer, who,  

Until March 18, 2011, was Chief Financial Officer of the Company   
$ 

 

53,901  $ 45,000   

        
Included in accounts payable and accrued liabilities at June 30, 2011 is $16,558 (December 31, 2010 - $12,944) 

payable to directors and officers. 

 

These transactions are in the normal course of business and are measured at the exchange amount which is the 

consideration established and agreed to by the related parties. 
 
Item 3.    Quantitative and Qualitative Disclosures about Market Risk. 

Not applicable. 

 

Item 4.    Controls and Procedures. 

Disclosure Controls and Procedures 

 

At the end of the period covered by this Quarterly Report on Form 10-Q for the three months ended June 30, 2011, 

an evaluation was carried out under the supervision of and with the participation of the Company's management, 

including the Chief Executive Officer ("CEO") and Chief Financial Officer ("CFO"), of the effectiveness of the 

design and operation of the Company's disclosure controls and procedures (as defined in Rule 13a-15(e) and 

Rule 15d-15(e) under the Exchange Act). Based on that evaluation the CEO and the CFO have concluded that as of 

the end of the period covered by this report, the Company's disclosure controls and procedures are effective in 

ensuring that: (i) information required to be disclosed by the Company in reports that it files or submits to the SEC 

under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in 

applicable rules and forms and (ii) material information required to be disclosed in our reports filed under the 

Exchange Act is accumulated and communicated to our management, including our CEO and CFO, as appropriate, 

to allow for accurate and timely decisions regarding required disclosure.  

 

Changes in Internal Control over Financial Reporting   

During the period covered by this report, there were no changes to internal control over financial reporting that 

materially affected or are reasonably likely to materially affect our internal control over financial reporting. 
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PART II - OTHER INFORMATION 

Item 1.  Legal Proceedings. 

On May 9, 2009, ING Novex Insurance Company of Canada filed a civil complaint in federal court in Nevada 

against the Company.  On December 29, 2009, the federal court issued an order dismissing negligence and unjust 

enrichment claims against the Company with prejudice and a wrongful attachment claim was dismissed without 

prejudice.  ING Novex Insurance Company of Canada did not amend its claim against the Company and the statute 

of limitations has expired.   

 

On January 27, 2011, the Company was delivered a summons that it is being sued in the state of Nevada by Redcor 

Drilling, Inc. ("Redcor") for non-payment of the balance of a drilling invoice that is under dispute by the Company. 

Redcor is demanding the Company pay US$241,477.24 together with interest at the rate of 4% per annum from 

September 18, 2010. On March 10, 2011, the Company responded to the summons and intends to continue to protest 

payment of the amount demanded on the basis of non-performance of services.  The Company has recorded the full 

amount as an accrued liability without accruing interest as the amount of the liability can be estimated and it is likely 

the Company may be required to pay some portion of the disputed amount. 

 

Redcor placed a mechanic's lien on a portion of the Pan project that the Company leases from NVMC. 

Subsequently, the Company posted a surety bond for the disputed amount which released the lien from the property.  

 

Item 1A.  Risk Factors.   

There are no material changes from the risk factors previously disclosed in Midway’s Form 10-K filed on March 17, 

2011 with the SEC.  

 

Item 2.  Unregistered Sale of Equity Securities and Use of Proceeds. 

Since the beginning of the period covered by this report, we have reported all issuances of unregistered equity 

securities on current reports filed on Form 8-K. 

 

Item 3.   Defaults Upon Senior Securities. 

None. 

 
Item 4.   [Removed and Reserved] 

Item 5.   Other information.   

 Mine Safety and Health Administration Regulations  

We consider health, safety and environmental stewardship to be a core value for the Company.   

Our exploration properties are subject to regulation by the Federal Mine Safety and Health Administration 

("MSHA") under the Federal Mine Safety and Health Act of 1977 (the "Mine Act").  Pursuant to Section 1503(a) of 

the recently enacted Dodd-Frank Wall Street Reform and Consumer Protection Act (The "Dodd-Frank Act"), issuers 

that are operators, or that have a subsidiary that is an operator, of a coal or other mine in the United States are 

required to disclose in their periodic reports filed with the SEC information regarding specified health and safety 

violations, orders and citations, related assessments and legal actions, and mining-related fatalities. During the 

quarter ended June 30, 2011, we had no such specified health and safety violations, orders or citations, related 

assessments or legal actions, mining-related fatalities, or similar events in relation to our United States operations 

requiring disclosure pursuant to Section 1503(a) of the Dodd-Frank Act. 
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Item 6.    Exhibits. 

Documents filed as part of this Quarterly Report on Form 10-Q or incorporated by reference: 
  

 Exhibit Number Description 

3.1 Notice of Articles, previously filed with the initial registration statement on Form S-1 filed with 

the Securities and Exchange Commission on August 6, 2007 and incorporated herein by 

reference. 

3.2 Articles, previously filed with the initial registration statement on Form S-1 filed with the 

Securities and Exchange Commission on August 6, 2007 and incorporated herein by reference. 

31.1 Certification of Chief Executive Officer pursuant to Rule 13a-15(f) of the Exchange Act 

31.2 Certification of Chief Financial Officer pursuant to Rule 13a-15(f) of the Exchange Act 

32.1 Certification of Chief Executive Officer pursuant to Rule 13a or 15(d) of the Exchange Act and 

18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

 

32.2 Certification of Chief Financial Officer pursuant to Rule 13a or 15(d) of the Exchange Act and 18 

U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
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SIGNATURES 

Pursuant to requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 

signed on its behalf by the undersigned thereunto duly authorized. 

 

      

 MIDWAY GOLD CORP. 

 

August 11, 2011 

 

By:  /s/ Daniel E. Wolfus    

       Daniel E. Wolfus 

       Chairman, Chief Executive Officer and Director 

     (Principal Executive Officer) 
 

 

August 11, 2011 

 
 

By:  /s/ Fritz K. Schaudies    

       Fritz K. Schaudies 

       Chief Financial Officer  

       (Principal Financial and Accounting Officer) 
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 Exhibit 31.1 

Certifications  
 

I, Daniel E. Wolfus, certify that: 

 

1.  I have reviewed this Quarterly Report on Form 10-Q of Midway Gold Corp.; 

 

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 

made, not misleading with respect to the period covered by this report; 

 

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 

and for, the periods presented in this report; 

 

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 

financial reporting (as defined in Exchange Act Rules 13a – 15 (f) and 15d-15(f)) for the registrant and have: 

 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 

designed under our supervision,  to ensure that material information relating to the registrant, including its 

consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 

which this report is being prepared; 

 

(b) Designed such internal control over financial reporting, or caused such internal controls over financial reporting 

to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting 

and the preparation of financial statements for external purposes in accordance with generally accepted accounting 

principles; 

 

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 

this report based on such evaluation; and 

 

(d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 

during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) 

that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 

reporting; and 

 

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of 

directors (or persons performing the equivalent functions): 

 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 

report financial information; and 

 

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in 

the registrant’s internal control over financial reporting. 

 

August 11, 2011 

     /s/ Daniel E. Wolfus    

     Daniel E. Wolfus        

Chairman, Chief Executive Officer and Director      

(Principal Executive Officer) 
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Exhibit 31.2 

Certifications  
 

I, Fritz K. Schaudies, certify that: 

 

1.  I have reviewed this Quarterly Report on Form 10-Q of Midway Gold Corp.; 

 

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 

made, not misleading with respect to the period covered by this report; 

 

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 

and for, the periods presented in this report; 

 

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 

financial reporting (as defined in Exchange Act Rules 13a – 15 (f) and 15d-15(f)) for the registrant and have: 

 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 

designed under our supervision,  to ensure that material information relating to the registrant, including its 

consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 

which this report is being prepared; 

 

(b) Designed such internal control over financial reporting, or caused such internal controls over financial reporting 

to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting 

and the preparation of financial statements for external purposes in accordance with generally accepted accounting 

principles; 

 

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 

this report based on such evaluation; and 

 

(d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 

during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) 

that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial 

reporting; and 

 

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of 

directors (or persons performing the equivalent functions): 

 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 

reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and 

report financial information; and 

 

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in 

the registrant’s internal control over financial reporting. 

 

 

August 11, 2011    /s/ Fritz K. Schaudies    

     Fritz K. Schaudies        

Chief Financial Officer        

(Principal Financial and Accounting Officer) 
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            Exhibit 32.1 

 

CERTIFICATION PURSUANT TO 

18 U.S.C. SECTION 1350 

AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

 

 

 Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Section 1350 of Chapter 63 of Title 18 of the 

United States Code), the undersigned officer of Midway Gold Corp. (the “Company”) does hereby certify with 

respect to the Quarterly Report of the Company on Form 10-Q for the period ended June 30, 2011 (the “Report”) 

that: 

 

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 

Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition 

and results of operations of the Company. 

 

 

 

August 11, 2011    /s/ Daniel E. Wolfus    

     Daniel E. Wolfus        

Chairman, Chief Executive Officer and Director      

(Principal Executive Officer) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 

2002 (Section 1350 of Chapter 63 of Title 18 of the United States Code) and is not being filed as part of the Report 

or as a separate disclosure document.      
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Exhibit 32.2 

 

CERTIFICATION PURSUANT TO 

18 U.S.C. SECTION 1350 

AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

 

 

 Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Section 1350 of Chapter 63 of Title 18 of the 

United States Code), the undersigned officer of Midway Gold Corp. (the “Company”) does hereby certify with 

respect to the Quarterly Report of the Company on Form 10-Q for the period ended June 30, 2011 (the “Report”) 

that: 

 

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 

Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition 

and results of operations of the Company. 

 

 

 

August 11, 2011    /s/  Fritz K. Schaudies      

     Fritz K. Schaudies        

Chief Financial Officer        

(Principal Financial and Accounting Officer) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 

2002 (Section 1350 of Chapter 63 of Title 18 of the United States Code) and is not being filed as part of the Report 

or as a separate disclosure document. 


