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Messina Minerals Inc. 13 a well-scructured base metals and gold exploration and development company based in Vancouver, Canada with
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several active projects in Newfoundland includifg the Boomerang zinc-lead-copper-silver-gold discovery made in December 2004,
and gold exploration assets in Ontario. Messina is focused on making the next Canadian exploration discovery.

Messina has acquired advanced exploration properties in Newfoundland wichin belts of proven geological merit. Nearby mining
infrastructure includes an 1800 tpd copper-zinc mill as well as 3-phase power lines which could aid development.

Messina has approximately $3 million allocared for 2006 which will be used to test for extensions of its Boomerang high-grade
mineralization as well as test for new, large tonnage zinc-copper-silver-gold deposits on its Newfoundland properties. Messina is staffed

with an experienced exploration and management tearn committed to building a successful exploration enterprise for our shareholders.
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MESSAGE TO OUR SHAREHOLDERS ‘
|

Looking back to Septem‘ber 2003 when I became President of

Messina Minerals, many changes have occurred both for the

Company and for the C(‘)mpany’s shareholders. The challenge

of 2003 was to develoﬁ:» a

L .| .
Messina’s shareholders in succeeding years to profic from the

under-explored mineral exploration and development

business plan that would enable

opportunities present 1n‘ central Newfoundland, Canada.

Discovery Success

The drill intersection mal:le by the Company in December 2004
of new, “world class,” zinc-lead-copper-silver-gold mineralization
at the Boomerang Prospect on the Tulks South Property in
Newfoundiand dernonst}rated the potential of the region for
exploration discovery. Throughout 2005, your Company has
drilled the Boomerang mineralization; three drills have turned
24 hours a day from early February until early December
b}reak. The high-grade nature of the
December 2004 discovery hole mineralization has been

confirmed and repeated i}n many holes drilled during 2005.

without a significant

The Boomerang Prospoct can be compared to high-grade
mineralization found at the nearby Buchans mine (“the richest
base metal deposit of its type in North America”). Buchans
was a collection of five ore lenses found wichin an area of some
5 kilometers by 3 kilometers; the Company believes that the
Boomerang Prospect is but one of several mineralized lenses in
the area that will yield additional discoveries with continued

exploration.

Expanding Our Team

A result from the Boomerang discovery was an immediate

requirement for staff, an‘d one of the challenges in early 2005
was finding experienced people to manage and implement

Messina’s exploration prc‘)grams, Through 2005, the Company
has accracted a first-class exploration team comprised of
individuals with over 100 collective years of Newfoundland

|

geological experience] The Company completed the
construction of required infrastructure including a remote
camp at the Boomerzm“gy site and a central office and core
testing and storage | facility in Buchan’s Junction,
Newfoundland. The Company also added members to the
Board of Directors. Two key requirements, people and

infrastructure, are in place for 2006.

Financial Health for 2006
Messina has raised funds for exploration throughout 2005.
The pricing of each successive financing has intentionally been

higher than the last to protect existing shareholders, Many of

thesej; new shareholders are professionally managed resource
funds that recognize the opportunity for capital appreciation.
The Company is now in excellent ‘ﬁnancial health for 2006 and
beyond and does not need addmonal financing to complete an

aggressive exploration program in, the coming year.
|

Outsi&e Recognition

Witl‘il discovery comes reward and recognition. The market
capitalization of Messina has had: a twelve-fold increase year-
over-grear from September 30, 2d04 to September 30, 2005.
As a?‘ result of this increase, Messina Minerals has been
TSX Venture 50™” which

recognlzes the top 50 companles on the TSX Venture

. i . .
1nducted into the inaugural

Exch‘ange Messina was Sth of t}‘le top 10 companies in the
mlmng sector. This is a great honour for the Company, and
also a great challenge to remain in this list for 2006.

| |
Stmn‘;g Commodities Outlook 1
Macr‘oeconomic forces are conspi?ring to help the fortunes of
Messina as well. The zinc price is at a 12-year high, and the
gold ] pnce is at a 16-year high currently The outlook for zinc
pamcularly is very good for several years. High commodity
pnce‘s will help keep the investment market focused on

Messma and the potential for capltal appreciation.
“ |

The g‘greater potential for explorarion success and development
oppo;tunltles still lies in the jfuture. Messina plans an
aggrstive exploration campaign in 2006 that will be greater
in scope than 2005. Plans call for drill testing of new targets
that \have Boomerang sxgnatures in addition to drilling
Boomerang itself. There remams lots of that ‘potential’ for

discovery on Messina’s property. |

On bLhalf of the Officers and Directors of Messina Minerals, [
wish | “to thank our employees, consu.ltants and contractors
who ' contmue to work hard and professionally to deliver
resulgs and our individual and institutional shareholders for
endorsing the Company’s vision of a growing and successful
exploj%ation venture. And ﬁnally,i I look forward to what I

belies;fe will be continued success in 2006.

I
b
i

P

Peter|Tallman, Presidenc & CEO
Vancouver, British Columbia

I
Janus&ry 1, 2006




MANAGEMENT'S DISCUSSION AND ANALYSIS
January 1, 2006

This Management Discussion and Analysis is provided for the purpose of reviewing the fourth quarter of 2003, as well as the fiscal yeay, and
comparing results to the previous period, The MD & A should be vead in conjunction with the Company’s andited financial statements and
corvesponding notes for the periods ending September 30, 2005 and 2004. The financial statements are prepared in accordance with Canadian

genevally accepred accounting principles (“GAAP”) and all monetary amounts ave expressed in Canadian dollars.

Messina Minerals Inc. is a well-structured base metals and gold exploration company based in Vancouver, Canada with an
exploration office and active projects in Newfoundland and gold exploration assets in Ontario. The Company has acquired
exploration properties within belts of proven geological merit with nearby mining infrastructure. In December 2004, the
Company made a new zinc-lead-copper-gold-silver discovery on its property in central Newfoundland which highlights the
great prospectivity of the Company’s Newfoundland properties overall. Throughout 2005, the Company has continued work
to expand the new “Boomerang” zone of mineralization, as well as drill test other targets in an attempt to establish a “camp”

comprised of several areas of base meral deposition.

During the fiscal year ended September 30, 2005, the Company raised a total of $3,393,490 in brokered and non-brokered
private placements and realized an additional $1,498,911 through the exercise of warrants and options. Subsequent to
September 30, 2005, the Company closed a partially brokered private placement for gross proceeds of $4,171,550. In summary,

the Company has been successful this year in raising the funds necessary to finance its exploration campaign planned for 2006.

The Company’s business is managed by directors, officers, employees and consuleants with professional backgrounds and many
years experience in the mineral exploration and development industry, augmented by independent geological and mining

professionals retained to advise the Company on its exploration programs and properties.

Overall Performance

Messina Minerals Inc. is a Canadian mineral exploration company with extensive mineral land holdings totalling 25,769
hectares (257 square kilometres) in central Newfoundland prospective for zinc-copper-silver-gold massive sulphide deposits.
The Company believes its properties hold considerable exploration potential for che discovery of large-ronnage and high-grade
base metal deposits. The drill intersection made by the Company in December 2004 of new zinc-lead-copper-silver-gold
mineralization at the Boomerang Prospect on the Tulks South Property in Newfoundland demonstrated the potential of the
region for exploration discovery. Three drills have been utilized from early February until early December without a significant
break testing primarily for strike extensions to the Boomerang mineralization. A total of approximately 32,000 meters of drill
core have been recovered from drilling operations during the calendar year 2005. The high-grade nacure of the December 2004
discovery hole mineralization has been confirmed and repeated in many holes drilled during 2005, and length, widch, and
depth characteristics of the Boomerang prospect are being defined. There is the added possibility of future exploitation of some
of the mineralization currently identified within the Company’s properties resulting from the construction nearby of a base

metal mill scheduled for completion by year-end 2006.

Management considers the Company as a junior exploration company with advanced stage exploration properties that may yield
quantifiable mineral resources as these properties undergo further testing. Management feels that cthe programs completed to
date on its central Newfoundland properties have yielded exploration results that warrant ongoing expenditures. An improved
economic climate in the mineral industry assisted in Messina’s efforts to raise funds during 2005; chis economic environment

is expected to continue into 2006.

Financial Health for 2006

Messina has raised funds for exploration throughout 2005. The pricing of each successive financing has intentionally been
higher than the last to protect existing shareholders. Many of these new shareholders are professionally managed resource funds
that recognize the opportunity for capital appreciation. During the fiscal year ended September 30, 2003, the Company
continued to focus its efforts on the exploration of its Newfoundland properties acquired in fiscal 2003 and 2004. To this end,

the Company completed three private placement financings to raise gross proceeds during the 2005 fiscal year of $3,393,490,




| |
of which $790,500 was raised by the issuancle of flow-through securities. The Company expended $2,747,855 in expl‘oration
costs during the current year, of which $2,744,587 was spent on its Newfoundland properties, compared to $311,464 in the

year ended September 30, 2004, signifying a significant increase in exploration activity. The Company’s general and
]

administration expenses of $2,301,440 and resulting net loss of $2,252,083 also increased from the prior year expenses %md net

loss of $293,681 and $307,951, respectively. With the exception of stock-based compensamon expense of $1,906, 131 the

increased expenses and losses compared to the pmor year are consistent with the overall i 1r‘1crease in exploration and ﬁr‘lancmg
activity during the current year. The Company is now in excellent financial healch for 2006 and expects to embark qpon an

aggressive exploration program in the coming year.

Expanding Our Team

A result from the Boomerang discovery was an immediate requirement for staff, and one };of the challenges in early 2005 was

\ ‘
finding experienced people to manage and implement Messina’s exploration programs. In 20035, the Company added two

members to the Board of Directors with ext‘ensive exploration and development experience and also added to its first-class
. . . .. , . . i . .
exploration team now comprised of individuals with over 100 collective years of Newfoun‘cllancl geological experience.

Mr. Gary McDonald was appointed to the Board of Directors. Mr. McDonald has been ‘;a chartered accountant since 1976.
From 1970 to 1983, he was employed by Coopers & Lybrand, Chartered Accountants, specializing in resource and mining
audits and consulting work through exploration, development and commercial production s“tages for various clients. From 1983
to 1987, he was the Chief Financial Ofﬂcet of Blackdome Mining Corporation where he oversaw the financial aspects of
feasibility study, mine and mill construction, production start-up and early years of commercxal production at the Blackdome
Mine located west of Clinton B.C. Since 1987 he has been the Financial Administrator for Tupperjonsson & Yeadon, Barristers

& Solicitors, of Vancouver, B.C who specialize in resource industry securities work. !
\

. | . . . | . . .
Mr. Peter Mordaunt was appointed to the Board of Directors. Mr. Mordaunt is a Professional Geoscientist with over 25 years

of international management experience in a wide range of resource exploration, development, and operating projects. As

Chairman and President of Corner Bay Minerals, he successfully advanced the Alamo Dorado silver property from discovery, to
delineation, through positive feasibility studies, and acquisition by a major mining company. Mr. Mordaunt is currencly a senior

officer and director of a TSX Venture listed resource exploration company.

Mr. Kerry Sparkes was appointed as Vice-President, Exploration. Mr. Sparkes is a [Professional Geoscientist and was

instrumental in the discovery and delineation|of the Voisey’s Bay nickel deposits for Archear;ll Resources and Voisey’s BayNickel
Company Ltd., and has worked extensively in Newfoundland for Falconbridge Limited (formerly Noranda Inc.).
|

Outside Recognition ‘

The market capitalization of Messina has had|a twelve-fold increase year-over-year from Sq;tember 30, 2004 to September 30,
2005. In December 2005 as a result, Messina Minerals Inc. was recognized as a TSX Venture:z S0™ company for 2005, a rankmg
of the top 50 public venture capital companies listed on the TSX Venture Exchange. (TSX Yenture 50™ is a trademark of TSX
Inc. and is used under licence.) The common shares of the Company are traded on the TSX Venture Exchange under the ‘symbol

“MMI”. ‘

Investor Awareness ;
The Company has embarked upon several investor awareness initiatives including investor conference participation and print and
|

web media advertising of the Company and its prospective properties. These initiatives have led to a greater number of pro§pective

investors inquiring about the Company and its properties and are generally deemed successfulli

the Company’s shareholder base. These effort
awareness programes or Conference attendances.

than to replace funds expended on advancing

the Company’s mineral properties. The Compz

in fulfilling the objective of growmg

s are costly however, and it is difficult to evaluate the effectiveness of individual
Also, it is more difficult to replace funds expended from the administrative budget

any is committed to contmumg and

expanding these awareness initiatives, subject to future budget constraints. The Company plans to attend conferences in Vancouver

at the Cordilleran Round-up in January 2006,

at the Prospectors and Developers Association

in Toronto at a broker-sponsored conference in

of Canada convention in March 2006. 1

'mid-February 2006, and in Toronto
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(continued)

Property Expenditure Milestone

During fiscal 2005, the Company fulfilled its expenditure requirements to earn a 100% interest from Falconbridge Limired
(formierly Noranda Inc.), subject to the appropriate filings, on the Tulks South Property which hosts the Boomerang discovery.
Final report and documentation is still in preparation to be submitted both to Falconbridge and the Newfoundland Department

of Narural Resources in early 2006.

Strong Commodities Outlook

Base metal commodity prices have more than doubled from the level reached during 2002 as metal stockpiles have declined,
generally believed to be a result of growth in the Chinese and Indian economies. The zinc price is at a 12-year high and increased
53% during the calendar year 2005, and the gold price is also at a 16-year high currently. Zinc and gold are the two most
important economic elements of the Boomerang mineralization. The outlook for zinc particularly is very good for several years.

High commodity prices will help keep the invesement market focused on Messina and the potential for capital appreciation.

Selected Annual Information

Year ended Year ended Year ended

September 30, 2005  September 30, 2004  September 30, 2003

Net Income (Loss) $ (2,148,394) $  (307,951) $ (173,772)
Loss per Share, basic and fully-diluted ($0.10) ($0.01) ($0.02)
Total Assets $ 5,694,507 $ 860,257 3 307,772
Mineral Properties and Deferred Exploration Expenditures $ 3,329,939 $ 561,020 $ 211,927
Working Capital (Deficiency) $ 1,835,066 8 63,018 $ (93,657)

September 30, 2005 compared to September 30, 2004

Total assets increased to $5,694,507 at September 30, 2005 from $860,257 at September 30, 2004, funded primarily as a result of the
Company completing three private placement financings to raise net proceeds of $3,393,492, as well as $1,498,911 raised through
exercise of options and warrants. The majority of these funds were expended on mineral property costs and related expenditures which
have been capitalized in the Company’s financial statements as at September 30, 2005. Of the proceeds, 82,595,660 was spent to further
advance the Company’s Tulks South Property and $152,195 was spent on exploration of the Company’s other mineral properties. These
expenditures have been included as deferred exploration expenditures on the Company’s balance sheet at Seprember 30, 2005.

The Company’s loss for the year ended September 30, 2005 was $2,148,394 compared to the loss of $307,951 for the year
ended September 30, 2004. This increase is largely due to the $1,842,350 increase in stock-based compensation expense
resulting from the increase in the number of options granted as well as the increase in share price. The increase in legal fees,
regulatory fees, promotion and advertising, and office costs reflects the higher level of financing and exploration activity of the
Company when compared to the prior year. Management and financial consulting and travel and related costs have increased
as a result of increased management time being spent on financing activities as well as supervising the Newfoundland
operations. The statement of operations shows future tax recovery of $172,000 as a result of the Company realizing unrecorded

deferred tax assets on renunciation of expenditures on flow-through shares.

September 30, 2004 compared to September 30, 2003

Total assets increased to $860,257 at September 30, 2004 from $307,772 at September 30, 2003, primarily as a resule of the Company
completing three private placement financings during the current year to raise net proceeds of $722,783, and expending the majority
of these funds on mineral property costs and telated expenditures which have been capitalized in the Company’s financial statements
as at September 30, 2004. Of the proceeds, $270,708 was spent to further advance the Company’s Tulks South Property and $58,083
was spent on exploration of the Company’s other mineral properties; these expenditures have been included as deferred exploration
expenditures on the Company’s balance sheet at September 30, 2004. In addition, during the year ended September 30, 2004, the
Company paid deposits totalling $101,170 to the Newfoundland government as security for cerrain exploration expenditures. These
deposits have been recorded as long-term assets. The Company’s assets also increased as a resule of increased GST receivable resulting

from increased expenditures during the current year.




) |
The Company’s net loss for the year ended Sept!ember 30, 2004 was $307,951 compared to the net loss of $173,772 for the

year ended September 30, 2003. Of this increas‘e, $81,781 is atcributable to the recognition during the current year of stoc‘k-

|

based compensation expense resulting from the Company’s adoption, on a prospective basis, of the fair value method,of

accounting for awards of stock options. The increase in legal fees, regulatory fees, promotion and advertising, and office costs

reflects the higher level of financing and expl(‘)ratlon activity of the Company when Compared to the prior year. Messmas

President has been personally supervising the Company’s exploration activities in Newfoundland and charging his feeswto

exploration, resulting in lower management fees for the period. Other items included the write-off of the Cornpanys

acquisition and deferred exploration costs associated with the Fost Hill #1 and #2 propem%s during the year as a result] of

management’s decision to not proceed further|with the exploration of these properties, partially offset by a $30,715 non-
\‘

recurring gain on sale of investment. I

Results of Operations :

Exploration Results 2005 ‘
The Company’s management believes there is| considerable exploration and economic potentlal in the volcanic terranes of
central Newfoundland. The Company controls the souchern half of the Tulks Volcanic Belt and the northern half of the
adjacent Long Lake Volcanic Belt, and has acq/mred by staking the contiguous Costigan Lake and Eagle properties. Each of
the two volcanic belts has advanced base metal targets with historical and previously publlshed inferred mineral resourc{esA
In addition, each property has several zones where base metals or gold have been intersected in drilling and where furt;her

exploration could expand these discoveries.

Continued commodity price increases in copper, zinc, gold and silver have increased the potential for economic extraction of

resources from the properties. The properties have excellent infrastructure to facilitate development projects including a nearby

18 MW hydroelectric generating facility, a network of active logging haulage roads, and a nearby base metal mine an‘d mill

under construction which is scheduled for completion during 2006.

Competitor Activity

In December 2004, a competitor announced the decision to develop the Duck Pond copper-zinc deposit. This project is l}ocated

approximately 45 km east-northeast of the Company’s mineral lands. The Company’s Directors, some Officers, and some field

I
personnel were allowed a tour of the Duck Pond project during this past year. Mine development and mill construction are

expected to be completed in late 2006. This facility is a very positive development for the ;;egion’s mineral resources.

Tulks South Property, Newfoundiand
The Tulks South Property covers a total of 15‘ ,134.95 hectares or 151 km?. in area located in central Newfoundland. In July

2004 Falconbridge Limited (formerly Noranda Inc.) agreed to allow the Company an addmonal year until July 15, 2006 to

fulfill expenditure requirements totaling $1.75 million. The Company filed a work report with the Newfoundland Depa#rtment

of Natural Resources in March 2005 for expendltures up to December 31, 2004 and as of that period the Company estimates

it has $551,872 remaining to expend by the due date July 15, 2006 to fulfill ics OpthIl expenditure requlrement‘s The

Company spent well in excess of this remammg amount on drilling at the Boomerang and other prospects in the 2005 field

season; a work report documenting expenditures is due for completion by March 2006. Ther Company considers that it has met

the expenditure requirements contemplated under the Falconbridge agreement subject to delivery and completion of necessary

documentation and obtaining various approvals including expenditure approvals. i

The Property is prospective for volcanogenic massive sulphide zinc-copper-silver-gold defnosits as well as mesothermal gold
deposits. Several significant massive sulphide and gold prospects have been identified on thlS large property. The Company has

focused on several zones within the Tulks South Property with sngmﬁcant results descrlbed below.

Property Scale Survey

In July 2005 the Company flew an airborne photogrammetry survey that included cbllectiojn of detailed elevation data aver the

Tulks South Property as part of a larger survey over all of the Company’s lands in central Newfoundland. In addition, ;a more

detailed survey was flown over the area of the Boomerang massive sulphide to provide bet‘ter topographic elevation control to
drilling. The data obtained will be used to pinpoint all features on the ground and provide d‘1g1ta1 elevation models and accurate

3-D modeling of mineralized zones. Only part of the data deliverables from the contractor},have been received to this dgte, the

remainder is expected early in 2006. [ i

‘1
I




MANAGEMENT’'S DISCUSSION AND ANALYSIS

(continued)

Boomerang Massive Sulphide Discovery
In early December 2004 the Company made a new discovery of high-grade massive sulphide mineralization containing copper,
lead, and zinc sulphides in the second drill hole completed at the Boomerang prospect on the Tulks South Property. Discovery hole
GAO04-11 intersected a 14.6 meter interval of massive sulphides at a vertical depth of 240 meters on section 3300E. A 13.9 meter

subinterval contains significant copper, lead, and zinc sulphides assaying 0.7% copper, 4.0% lead, 13.6% zinc, 102 g/t silver and

1.0 g/t gold.

From January 2005 to present, the Company has used up to four diamond drill rigs and completed over 32,000 meters of drilling

targeting the new Boomerang Discovery and immediate area. At the Boomerang prospect, drilling has intersected massive sulphide

mineralization from between 75 meters to 500 meters vertical depth below surface, and over a horizontal distance of 400 meters

from section 3350E to 2950E. Hole results by section, including assay results, from, to, interval, true thickness, and vertical depths

below surface are tabulated below, presented from west to east.

Section 2950E
True
Hole ID Blevation (m) | Depth [m} | From [m) To {m) | Length {m) | Thickness {m] | Cu % Pb % In% Ag ght Au git
Surface 1405 0
GA05-94 1144 -261 280.90 | 287.25 6.35 49| 0.2 0.9 1.0 61 1.0
GA05-90 1132 -273 297.15 1 302.90 5.72 43 0.2 2.6 3.2 112 1.5
Section 3000E
True
Hole ID Elevation {m) | Depth (m) | From (m) To (m} | Length (m) | Thickness {m] | Cu % Pb % In% Az gt Au gh
Surface 1405 0
GA05-83 1145 -260 277.7 | 2884 10.65 82| 06 5.2 11.6 173 2.4
GAO05-89 1126 -279 299.92 | 307.05 7.13 5.2 04 2.3 4.6 86 1.0
GA05-86 1102 -303 No significant assay
Section 3050E
True
Hole ID Elevation (m) | Depth {m}- | From {m} To {m) | Length (m) | Thickness {m} | Cu % Ph % In% Ag A Au g/t
Surface 1405 0
GAO05-88 1154 -251 266.7 | 276.22 9.52 7.51 04 4.4 5.8 189 3.4
GAO05-79 1139 -266 284.5| 298.5 14.0 10.8] 0.7 5.5 7.7 179 4.0
GAO05-85 1122 -283 307.2| 3109 3.7 27| 05 4.8 13.5 115 1.5
Section 3100E
Distance
from True
Hole ID Elevation (m)| Surface (m) | From (m) To (m) | Length (m) | Thickness (m) | Cu % Pb % In % Ag git Au gAt
Surface 1405 0
GAO05-46 1146 -259 301.05 | 301.45 , 0.4 03| 1.0 9.0 10.3 301 3.2
GA05-60 1135 -270 201.1 | 307.7 16.6 13.0] 0.6 5.0 6.8 180 3.6
including 296.7 | 303.35 6.65 521 09 8.1 11.9 288 4.9
including 299.0 | 301.95 2.95 241 13 11.8 16.2 445 5.7
GA05-48 1123 -282 302.7 1 326.0 23.2 160} 04 1.1 4.2 36 0.5
including 304.7 | 308.85 4.2 29| 20 3.6 17.1 142 2.1
GA05-50 1107 -298 312.25 | 3184 6.15 5.0 04 2.6 10.0 78 0.7
| GAO5-55 1077 -328 334.1 335.6 1.5 1.2| 04 1.7 1.4 65 0.9




Section 3150E
Distance '
from True
Hole ID Elevation (m} | Surface (m} | From {m} To {m) | Length (m) | Thickness {m) | Cu % ! Pb % In% Ag git Au git
Surface 1405 0 “
GA05-57 1165 -240 2934 | 2953 1.5 13] 03 2.8 4.6 143 2.3
GAO05-52 1157 -248 289.95 297.85 7.9 7.2 0.7 6.0 6.9 206 4.1
GA05-43 1144 -261 279.4$ 302.65 23.2 18.0] 0.6 4.4 10.4 164 3.0
GA05-47 1106 -299 314.5_“: 322.9 8.35 7.1 04 1.8 6.1 74 1.1
GA05-49 1058 -347 No sig assay : |
Section 3200E
Distance
from True
Hole ID Elevation {m) | Surface (m} | From {m] To {m) | Length {m)| Thickness (m) | Cu % Pb % In% Ag git Au ght
Surface 1405 0
GA04-10 1185 -220 225.8| 245.6 19.8 139 0.1 0.4 0.7 18 0.4
GA05-41 1161 -244 2724 2925 20.05 14.0] 1.0 6.9 9.3 253 4.0
GA05-39 1123 -282 305.19 313.6 7.7 55/ 0.8 | 64 10.7 281 2.4
GA05-37 1087 -318 333.% 337.9 4.2 35 04 | 3.9 9.3 163 1.3
GA05-38 1011 -394]  409.6] 414.1 4.5 300 03 | 1.6 | 1.9 |s25 1.2
: \
Section 3250E }
';‘ . J Distance| |  True
Elevatio from | Thickness
Hole ID From (m) To (m) | Length {(m} Cu % Pbh % In % Ag gft Au ght (m) Surface(m) {m)
Surface 1405 0
GAO05-32 2594 | 277.7 18.3 0.5 3.3 5.2 115 2.5 1172 -233 14.4
GAO05-25 2740 | 3029 28.9 0.5 1.8 6.6 80 |, 0.8 1137 -268| | 20.9
GAO05-30 330.0 | 3353 5.3 0.4 28 110 84 || 1.0 | 1099 -306|: 44
Section 3300E ; |
Distance |  True
i Elevation from | Thickness
Hole ID From (m) To (m) |Length (m) Cu % Ph % In % Ag git \ Au gt {m)|Surface(m} {m}
Surface 5 1410 0
GA05-23 - - - -l - 1354 5610
GAQ5-22 112.2 | 1219 9.7 0.6 3.8 4.5 245 ‘ 6.0 1302 108|127
GA05-20 16235 | 1751 12.75 0.2 1.1 1.9 35 | 0.9 1267 -143 10.2
GA05-15 2154 | 2265 11.1 0.2 0.9 1.7 44 1.0 1228 -182 7.5
GA05-12 248.25 | 261.3 13.05 0.7 3.5 9.6 126 1.4 1174 -236 9.5
GA04-11 274.7 | 288.6 13.9 0.7 2.6 13.6 102 1.0 1140 -270 9.2
GA05-16 360.9 | 367.65 6.75 1.5 6.3 183 159 0.8 | 1063 -347|| 4.2
GA05-19 376.0 | 380.35 4.35 0.3 1.3 3.3 28 0.2 1042 -368 | 3.8
GAO05-21 515.1 | 515.95 0.85 0.2 1.0 3.9 37 |- 0.1 906 -504 0.5
Section 3350E J
L Distance True
- : Elevation from | Thickness
Hole ID From (m) To {m) |Length (m) Cu% Pb % In% Agght || Augh {m)|Surface{m) [m)
Surface ! 1405 0
GA05-36 280.05 | 2857 5.65 0.7 2.0 5.8 25 0.1 1177 -228 4.8
GAO035-33 281.4 | 293.5 121 0.5 1.8 8.5 59 0.4 1163 =242 9.7
GA05-31 333.7 341 7.3 0.4 0.3 1.8 10 0.1 1104 -301 || 5.5
GAO05-27 332.7 | 3345 I.S 0.7 6.2 14.9 202 1.7 1091 =314 |1 1.3
GA05-24 369.8 | 371.2 14 1.4 3.3 5.0 411 0.8 | 1051] -354 0.9
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Section 3400E
A rotal of five drill holes on section 3400E returned anomalous burt not significant assays at the Boomerang zone on this section.

Section 3500E

A rotal of five holes have been drilled on section line 3500E, including three holes by the Company during the period and two
by Noranda in the 1990’s. All five holes have intersected strong volcanogenic alteration and pyritic alteration. However, the
Company’s geologists interpret that the Boomerang massive sulphides may recur further to the east. Eastward step-out drilling

will be conducted to test this target area in 2006.

Section 3800E

An hisroric drill hole on section 3800E intersected 1.8 meters true thickness of massive sulphides S00 meters east from GA04-
11 at a vertical depth of 500 meters. This interval is interpreted as a differenc massive sulphide lens occurring at a deeper
stratigraphic level than the Boomerang massive sulphide horizon. Three reconnaissance holes drilled by the Company during
2005 appear to confirm the notion that a second productive horizon exists below the identified Boomerang horizon since all of
the three Messina holes intersected varying amounts of volcanogenic-related alteration and pyrite mineralization. This area will

undergo further testing in 2006.

The Company is excited by the potential of the Boomerang Discovery; the high-grade nature of the mineralization, the observed
thickness of the metal-bearing intercepts, and the lateral continuity exhibited to dace are extremely positive. The area also has
excellent available infrastructure, including power lines, roads, and an 1800 tonne per day base metal mill within trucking

distance.

Evidence from gravity, HLEM, soil sampling, prospecting, and surface mapping surveys indicates the Boomerang horizon has

a regional extent of at least 6 km.

Zinc Zone

The Zinc Zone lies along strike one kilometer to the west of the Boomerang discovery. Historically it is an area of intense
volcanogenic alteration known for a very high zinc-in-soil anomaly over a 600 meter strike length. Gravity surveying has shown
a gravity (density) anomaly, of a magnitude similar to or greater than that which corresponds to Boomerang, situated between
grid sections 2600E to 1600E. The Company drilled three holes on section 2600E as part of the westernmost tests targeting
Boomerang. Dirilling has shown the sequence of chert and massive pyritic sulphides extend from Boomerang continuously to

2600E which directly connects the Boomerang mineralization with the Zinc Zone gravity anomaly and soil anomaly targer.

The volcanogenic alteration extends through the Zinc Zone and continues to the west another three kilometers to Pats Pond

Brook where prospectors have located another occurrence of (pyritic) massive sulphides.

Baxter Pond

The Baxter Pond alteration zone is another area of intense volcanogenic alteration. The Company identified an airborne
magnetic and electromagnetic signature similar to Boomerang in the Baxter Pond area, interpreted to be the faule offset to the
east of the Boomerang sulphide horizon. The Company drilled three holes, BA05-01 to BA053-03 totalling 953.7 meters, over
a 3.3 kilometer strike length testing for the Boomerang horizon. All three holes intersected Boomerang lithologies and
stratigraphic sequence, as well as volcanogenic alteration consistent with the Boomerang mineralized system. Linecutting
followed by ground gravicy surveying will be conducted here to find specific targers within this area of favourable Boomerang

stratigraphy.

Tulks East Massive Sulphide Prospect
Tulks East is Jocated 21 km northeast of Messina’s recent Boomerang massive sulphide discovery. Tulks East is considered to be

along-strike regionally from the Boomerang discovery.



Previous work on the Tulks East deposit area by Messina and others includes approximately 14,500 meters of drilling in 87

drill holes that has identified two zinc-copper-lead-gold-silver massive sulphide lenses, known respectively as the A Zone and

B Zone. The A Zone lens is 30 meters thick

depth. The lens exhibits classic metal zonatio

and has been drilled to 250 meters depth and remains open along strikeland at

n; the deepest section drilled on the A Zone has the highest metal concentrations
suggesting better grade at depth. The B Zone lens has been traced 180 meters along strlkevand 255 meters down—plunée. The

B Zone remains open to depth.

‘geometry of the plunging B Zone

prov1de

In June 2004 the Company targeted the Tulks East B Zone to test the continuity and

mineralization, to test near surface for possible open-pic material and for strike extensions o‘f the mineralization, and to
material for mineralogical and metallurgical t‘est work. The 2004 results have extended the strike length of the B Zone to the
east and indicated the B Zone mineralization is accessible ac surface (see News Release October 6, 2004). The resulcs also affirm

ous operators. In addition, Messina has recexved mineralogical and memllurglcal

assessments of B Zone mineralization conduc‘ted independently by SGS Lakefield Research of Lakefield, Ontario. Both these

the continuity and grades reported by previ

assessments are positive in that che base metal bearing sulphides have simple grain relatlonshlps and textures that permit a
clean separation of zinc- from copper- sulphldles with coramon mertallurgical extraction cecl%mques ‘

\ 3‘
In the fall of 2005, the Company drilled holeiTEOS-SG rotaling 382.8 meters to test the Tles East A Zone 100 meter!s along
strike. TE05-86 intersected a 9.65 meter subi?terval of massive sulphides from 338.45 to 311%8.1 meters which assays 6.2% zinc,
0.4% copper, 0.3% lead, 19 g/t silver, and P.S g/t gold. The intersection occurs within!}a 22.25 meter interval of r‘nassive
sulphide mineralization from 338.45 to 360‘\7 meters at a vertical depth of approximately 260 meters. The true thickness of

the 22.25 meter massive sulphides is estimated to be 18 meters with an 80° (near vertical)idip.

TE05-86 is a 100 meter step-out to the notth

east from hole TE99-04 (drilled by a past explorer) which intersected 30.5 meters

of massive sulphides with a 7.0 meter subimrfrval containing 5.1% zinc and 0.3% copper. The A Zone was discovered in the
th

exhibits zonation. Holes contain pyrite with

late 1970's and tested along a 225 meter length prior to hole TEQ5-86. The distribution oﬂ;zinc and copper within the xf\ Zone

., . | .
low base merals to the southwest; the amouint of metals and partlcularly zinc

generally increases to the northeast. The Company

models in volcanic-hosted massive sulphide deposits, and used this model to successfully predict an increase in base metal

has interpreted this metal increase to be consistent with classic zonamon

|
|

content at the position of TE05-86.

The TE05-86 intersection extended the drille
of the A Zone massive sulphide lens approxim

so if metal grades continue to increase to the

d strike length of the A Zone to 325 meters
ates 25 meters true thickness and has conside

northeast. A 1980’s vintage gravity (density)

meters in length however the Company is cor‘lﬁrming this survey (see below). The anomaly,

TE05-86 and is open for drill testing.

In September to December 2005, the Cornpany completed 100 line kilometers of line

in length. The maximum thickness
able tonnage potential, pamcularly
isurvey indicates an anomaly 1,300
;continues for 1,000 meters beyond

cutting starting at Tulks East. In

addition, a new detailed gravity survey has also just been completed. Full results and mterpretatlon of the gravity survey are

expected in early 2006. |

Middle Tulks Prospecting Discovery
In October 2005, the Company’s prospectors
of the Tulks South Property, located 17 kil

southwest along strike from the Tulks East p

T

ome

\
\

discovered a new zone of outcropping massive

ospect.

ters northeast of the Boomerang discover;

sulphides in the Middle Tulks area

and approximarely 3,500 ‘meters

i

The Middle Tulks sulphide zone was exposed over a one meter widch and

1s comprised primarily of pyrite with visible zinc-sulphides (sphalerite). One sample retumed values of 0.3% copper, 0. 6% lead,

1.9% zinc, 47 g/t silver and 0.3 g/t gold. Tw;

assaying 5.6% copper and 0.9% zinc have bee
to the new outcrop discovery. In addition, an
has been recognized (the plumbing system)

conjunction with the completed gravity surve

The results to date at Tulks East and Middle Tulks are extremely encouraging. The mas

sulphide-mineralized system that extends for

prospect.

O

. |
1 located nearby and are considered to be close

large 500 pound boulders of pyritic masswq

sulphides and one smaller boulder

> to their primary source and ‘related

associated and distinctive zone of massive chlorite-pyrite foorwall alteration zone

and traced over 600 meters along strike. Drill targers will be identified here in

-y,

at least four kilometers which is a similar scale

|

sive sulphides are pare of a massive

|
to that observed at the Boomerang
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(continued)

228 Gold Showing

The Company made a new discovery by prospecting in December 2004 of gold-bearing quartz veining and associated alteration
at the “228 Showing” on the Tulks South Property located two kilometers southeast of the Tulks East prospect and
approximately 20 kilometers from the Boomerang prospect. A total of seven grab samples of various quartz veins were collected
from one outcrop area within a 10 meter square area. One sample contained 87 ppb gold; the other six assayed 1.6 g/t, 3.1 g/t,
3.3 g/t, 14.1 g/, 17.5 g/, and 19.3 g/t gold. An additional three grab samples were collected from strongly altered host rocks.
One sample contained 5 ppb gold; the other two assayed 1.1 g/t and 2.7 g/t gold. One day of trenching during the summer
2005 exposed the quartz veins and surrounding host rock. The geological significance of this discovery is unknown and the

sampling is confined to a limited outcrop area.

Eagle Gold Prospect

The Eagle gold prospect is located approximately 3.5 kilometers northeast of the Boomerang massive sulphide and in part
overlaps onto the Company's 100% owned Eagle Property claims. Work on this portion of the Tulks South Property was
performed in November 2004 and included approximately 25 kilometers of linecutting work followed by the collection and
assaying of approximately 1,100 soil samples covering 7 kilometers of strike length to the northeast of the Eagle Gold Zone
discovered late in 2003. Analytical results yielded numerous soil anomalies consistent with Eagle gold-style mineralization.
Preliminary mapping in this area has suggested the potential for source rocks different than the gold-bearing quartz veins

targeted in the 2003 drilling campaign to be the host of gold-bearing mineralization.

Long Lake Property, Newfoundland

The Long Lake property is comprised of 8,783.95 hectares or 88 square kilometers of highly prospective mineral lands covering
‘most of the Long Lake volcanic belt. The Long Lake property is prospective for volcanogenic massive sulphide zinc-copper-
silver-gold deposits and also has potential for mesothermal gold deposits. Several significant massive sulphide prospects have
been identified on this large property including the Long Lake Main Zone, the South Limb, the East Zone, and the Lucky

Gnome prospects. The project is located within 10 kilometers of the Company’s Tulks South Property.

On May 7, 2004 Messina Minerals Inc. received TSX Venture Exchange acceptance of the deal to indirectly acquire the right
from Falconbridge Limited (formetly Noranda Inc.) to earn a 100% interest in the Long Lake copper-zinc-silver-gold property
located in central Newfoundland by expending $2M in exploration on the property less expenditures of approximately
$700,000 made under the agreement by previous operators. In July 2004 Falconbridge Limited agreed to allow the Company
an additional year until August 30, 2006 to fulfil its expenditure requirements. In November 2005 (subsequent to the period)
Falconbridge Limited agreed to allow the Company an additional term until December 31, 2007 to fulfil its expenditure
requirements. The extension allows the Company to more effectively target its ongoing exploration programs on this property.
To earn its interest, the Company was required to incur $1,293,871 in exploration expenditures by August 31, 2005. The
deadline has been extended to December 5.1, 2007. At September 30, 2005, $1,156,192 remains to be incurred.

In 1994, Noranda discovered several zones of high-grade volcanogenic massive sulphides containing zinc-copper-silver-gold
mineralization including the Main Zone, the South Zone, and the East Zone. An historical estimate of the inferred mineral
resource at the Main Zone calculated by Noranda in 1995 from five drill holes yielded an estimate of 500,000 tonnes grading
16% zinc, 2% Cu, 1% Pb, 38 g/t Ag and 0.9 g/t gold. Messina Minerals Inc has not done the work necessary to verify the
classification of this resource, nor has it been independently verified by a “Qualified Person”. The Company treats this

calculation as an historical estimate of in-ground mineralization and is not a NI 43-101 conforming resource classification.

Three additional massive sulphide zones, namely the South Zone, the East Zone, and the Lucky Gnome Zone, have also been
located by limited diamond drilling and all remain open for expansion. Drill hole 97-31 at the South Zone returned 31.2%
zinc, 0.44% copper, 4.7% lead, 102.8 g/t silver, and 1.44 g/t gold over 0.8 meters; and drill hole 97-36 at the East Zone
returned 24.8% zinc, 0.3% copper, 1.7% lead, 27.6 g/t silver, and 1.0 g/t gold over 0.3 meters. The Lucky Gnome Zone was
discovered by drilling in 2002 and consists of a sequence of massive pyrite and associated magnetite-chlorite-barite exhalite and

was tested by drilling three holes during 2005. Resules are reported below.




The Company began a limited program on t‘he Long Lake Property during October 2004 totaling 617.2 meters in fc‘)ur drill

holes. Holes LL04-40 and LL04-41 tested the near surface eastern extension of the Main Zone massive sulphide lens with 100

meter and 400 meter step-outs, respectively. Neither intersected massive sulphide mineralization, however both holes
. . . . I . c . . !
intersected zinc-bearing stringers and alteration. Weighted average assays for the alteration include intersections at 50 meters
. . . o . |
vertical depth of 2.1% zinc over 10.5 meters in LL04-40, and 0.5% lead and 1.9% zincjover 4.5 meters in LL04-41. These

intersections delimit the eastern extent of the Main Zone near surface, however the eastern extent is open at depth. ‘

Hole LL04-42 tested a conductor 200 meters :Ttlong strike from a narrow intersection of massive sulphides ac the South Limb zone.
The hole intersected a thick sequence of mineralized felsic volcanics containing disseminated and stringer sphalerite (zmc) and

chalcopyrite (copper) from 13.1 meters to 72. ‘O meters downhole, which explains the conductor The sections from 16. O‘to 37.9
meters and 47.4 to 72.0 meters assayed 0.5% zinc over each interval. The intersections are s1grnﬁcant because they document a

previously unrecognized mineralized stockwot"k zone hosted by felsic volcanics that has exploratlon potential for base rnetals
| |

The hole LL04-43 was a 100 meter step-out|to the west of a narrow intersection of massive sulphides at the East Zone and it

. . . . . . . [ .
intersected base metal mineralized stringers at the target horizon however no significant assays were obtained. ‘

The Company flew an airborne photogrammetry survey including collection of detalled} elevation data over the Long Lake

Property as patt of a larger survey over all of \the Company’s land position in central Newfoundland This data will be lused to

pinpoint all features on the ground and provide digital elevation models and accurate 3-D modelmg of mineralized zone‘s Only
part of the data deliverables from the contractor have been received to this date; the remamder is expected early in 2006.

' |
The Company began a limited drill program on the Long Lake Property in September 2005 totalling 715.7 meters in three
drill holes targeting the Lucky Gnome massive sulphide prospect. The holes intersected alteration containing anomaldus base
metals however none of the holes intersected massive sulphides. The importance of th(ja Lucky Gnome prospect has been

downgraded however the Lucky Gnome horizon remains prospective along strike.

%‘
Soil and silt geochemical surveys as well as limited prospecting surveys were conducted over parts of the Long Lake Property

in November 2005. Several very strong multi-element anomalies were detected in ne‘w target areas. Additional %vork is
proposed in some areas on these new targets. \ |
Mapping in conjunction with the 2004 diamond drilling has indicated the potential of a he}fetofore ignored area of the property
¥ . .

with several untested EM conductors to host massive sulphide mineralization. In addition, all of the previously identified

N . ns . . N I
occurrences of massive sulphide mineralization on the Long Lake Property remain open in some dimension. The high-grade

nature of the Main Zone (19% combined base metals) is indicative of the potential for economic mineralization. |
I

Costigan Lake Property, Newfoundland
The Costigan Lake Property is comprised of| SO claims rotaling 1,250 hectares, located in central Newfoundland in the gap

between the Company’s Long Lake and Tulks South Properties in central Newfoundland which are the focus of Messmas

exploration activities. Late in 2003 the Company’s prospectors identified a previously unmapped sequence of altered felsic

volcanics associated with a chert-magnetite-pyrite exhalite horizon, Magnetite-bearing exhalite is a characteristic of the Long

Lake “Main Zone” massive sulphide mineralization indicating the potential for the Cosugan Lake property area to host\snmﬂar

mineralization. The 2005 work program consisted of corapleting a photogrammetry surveywover the property (as part of ‘a larger
survey) and diamond drill -testing the exhalite horizon. One hole totaling 280 meters of \dr1llmg was completed in October

2005. The hole intersected several magnetiterrich horizons however no significant assays vs‘/ere reported. Additional work may
be proposed following a review of 2005 exploration results. The property remains in goodistanding.
I

[
Eagle Property, Newfoundland \ ‘

The Eagle Property is located in central Newfoundland adjacent to the Company’s Tulks SButh Property in the vicinitx‘f of the

Eagle Gold Zone. The property includes thrt\ze mapstaked licences totalling 100 claims covermg 2,500 hectares along an 11

kilometer corridor cover areas the Company believes are prospective for “Eagle-Zone style” gold mineralization. The 2005 work

program consisted of completing a photogrammetry survey over the property (as part of a larger survey) as well as hmlted

mapping and prospecting work. A larger work program was planned for 2005 however the Boomerang drilling program took

precedence. This property is prospective and additional evaluation is planned for 2006. ‘1
ﬂ
i

fi
I
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'd (continued)

L

Fost Hill Properties, Newfoundland

The Company terminated the option on the Fost Hill #1 gold property located in northwestern Newfoundland on N'TS map
sheets 12H/10 and 12H/11. The Property consisted of 140 claims held on three map-staked licences covering 3,500 hectares
or 35 square kilometers surrounding the Fost Hill gold showing. A 2004 work program was unsuccessful in locating additional

gold-bearing mineralization. No further work was recommended, and the property has been returned to the vendor.

Lloyd’s River Property, Newfoundland

In March of chis year, the Company optioned the Lloyd’s River massive sulphide property, encompassing 60 claims totaling
1,500 hectares contiguous with and 3.5 kilometers from the Boomerang discovery. Exploration work undertaken failed to
discover the source of a massive sulphide boulder and no addicional work was recommended. The Company terminated its

option on the property in December and all amounts have been written off as of September 30, 2005,

Ontario Properties

The Ontario Properties are comprised of the Pukaskwa Property and the Mishi Leases in Ontario. The properties are prospective
for gold. On September 20, 2004 the Company entered into an option agreement with Windarra Minerals Lid., whereby
Windarra can earn 100% in the Pukaskwa Property by issuing to the Company 50,000 common shares upon acceptance by
the TSX Venture Exchange and a further 300,000 common shares over a period of 30 months from the date of acceptance.
Windarra must mainrain the claims in good standing during the option period, and, if applicable, for a period of 12 months
from the date Windarra elects to terminate its option under the agreement. The option agreement has received regulatory

approval. The Mishi Leases require a nominal payment annually to the Ontario government to maintain in good standing.

Exploration Financing

The following table sets forth the Company’s use of proceeds for its recent private placements:

Financings Proposed Use Actual Use of
of Proceeds Proceeds to September 30, 2005
$60,000 — August 2004 —$50,000 for Property Exploration $50,000 on Tulks South

on Tulks South Property
~$10,000 for working capital

$177,000 — November 2004 —$177,000 for Property Exploration on $177,000 on Tulks South
Tulks South Property
$700,000 — January 2005 —$200,000 for Property Exploration on $200,000 on Tulks South

Tulks South Property,
—$500,000 for working capital
$2,516,490 - February 2005 —$413,500 for Property Exploration $ 413,500 on Tulks South
on the Company’s Newfoundland
properties,
—$2,102,990 for working capital




Summary of Quarterly Results

Quarter Ending Sept 30, 2002 June 30, 2003 Mar. 31, JZOOg Dec 31, 200¢$I Sep 30, 200; Juﬁ 30, 2002 Mar 31, 200; Dec 31, 2003
Loss before

income taxes (417,815) (274,132) (1,534,190) (94,257) (96,342) (60,725) (88,802) (62,082)
Loss Per Share (0.01) (0.01) (0.08) 0.01) (0.01)  (0.01) 0.01) (0.01)

Messina’s loss before income taxes for the |quarter was $417,815. Included in this amount is a charge for stock-based

!
compensation in the amount of $307,472 r‘elating to employee stock options granted during the quarter. For the lquarter

ending September 30, 2004, this charge was $Nil. After adjusting for the stock based compensatlon amounts, the expenses for

the quarters are comparable, with the exception of travel which increased by $43,022 Wthh is accounted for by increased travel

costs relating to the operations in Newfoundland. |

Ac September 30, 2005 the Company had $‘1 ,835,066 in working capital. Subsequent t? the fiscal year end, the Company
completed a partially brokered private placement of 2,528,212 flow through shares for toéal proceeds of $4,171,550. Pf this
amount, $3,808,200 was a brokered private placernent with the agents receiving a cash comrrnssmn equal to 7% of the gross

Capital Resources and Liquidity

proceeds from the sale of cheir portion of the offering. The agents were also granted 184 640 non-transferable warrants
exercisable for one year at a price of $1.65.

In November 2004, the Company completed a private placement of $177,000 through the sale of 1,800,000 units at'a price
of $0.15. Each unit consists of one share anli one share purchase warrant exercisable at $0.25 for two years. The Company
completed a second private placement in Jan‘uary 2005 of 200,000 flow-through units and 625,000 non flow-through units
each at a price of $1.00 per flow-through unit} and $0.80 per non flow-through unit for total proceeds of $700,000. Each flow-
through and non flow-through unit consist oﬁ one share and one share purchase warrant, with each warrant to entitle the| holder
to purchase one common share of the Company at a price of $1.00 for the non ﬂow-throﬁgh units and $1.25 for the flow-

through units, for a period of two years from|closing.

The Company also closed a third private placement in February 2005 of 1,833,347 units f%r proceeds of $2,516,490. 2"7 5,667

units are flow-through at a price of $1.50 per|unit and 1,557,770 units are non flow-through ac a price of $1.35 per unit. Each
unit is comprised of one share and one half share purchase warrant, with each whole warraﬁnt entitling the holder to pﬁrch%e
a further share in the Company at a price of $1.75 for the flow-through units and $1.60 for the non flow-through unit\;s, for a
period of one year from closing. ‘
|

Messina has allocated $3 million for exploration of its central Newfoundland properties in 20b6, a result of continued exploration

success in 2005 and representing another considerable increase in efforts from 2005 and 2b04 expenditure levels respejctively.

. . . . . . . . . b . |
Messina has sufficient working capital to continue exploration of its properties at this reasonable pace of expenditure. However the

Company will require additional funding to sustain its exploration activities and general administration expenses as it may acquire

.o . . . . . .o I .
additional properties or increase the level of exploration spending contingent upon positive exploration results.

Transactions with Related Parties :

During the year ended September 30, 2005 Messina entered into the following transactiorj‘ls with related parties:

a) Paid or accrued corporate adminiscration fees of $17,698 to Susan Tessman, Cor ” porate Secretary of the Company.

b) Paid or accrued management fees of $1,500 to John Pallot, a director of the Company, and $8,095 to Peter Tallman,

President of the Company. ;
¢) Paid or accrued management fees of $41,500 to a company controlled by Peter Tallman President of the Company.

d) Paid or accrued geological consuitmg and equipment rental fees of $89,470 to cornpames controlled by Peter

Tallman, President of the Company, which have been included in deferred exploration cost.
€) Paid or accrued legal fees of $24,444 to a company controlled by David McCue,ja Director of the Company.
g

Included in accounts payable is $§93,777 owu‘lg to directors, officers and/or companies with directors and officers in common.

‘
These transactions were in the normal course of operations and were measured at the exchange value, which represented the

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

13
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Risk Factors

Companies involved in the mineral exploration industry are faced wich many risk factors. The following selected risk factors
are those management views as the most germane to the Company at this stage in the Company’s growth, While it is not
possible to eliminate all the factors inherent in the mineral exploration business, the Company, through ongoing assessment,

strives to mitigate these risks to ensure the protection of its assets.

Exploration and Development Risk

Mineral exploration and development involves a high degree of risk and few properties explored are ultimately developed into
producing mines. There is no assurance that any mineral resources identified and defined can be commercially mined. Messina
attempts to mitigate these risks by conducting exploration programs and studies using qualified contractors and personnel who

will make professional recommendations based upon the findings of chese studies.

Financing Risk

Messina has limited financial resources and relies upon the issuance of share capital to raise funds. The Company’s management
is aware that the availability of equity funds at favourable terms is not certain, so the financial requirements of Messina’s
operations are reviewed at least quarterly to allow for timely changes in capital deployment. The Company has been successful
in the past in obtaining financing though the placement of equity, however there can be no assurance that it will obtain

adequate financing in the furure or that the terms of such financing will be favourable.

Political and Legislative Risk

The Company’s properties are located in Canada. Any changes in regulations or shifts in political conditions are beyond the
control of the Company and may adversely affece its business. Operations may be affected, to varying degrees, by changes in
federal or provincial legislation and regulations and the affects of any changes cannot be accurately predicted. The Company
identifies changes and potential changes in environmental legislation, regulations, and 'best practices guidelines’ as one source

of potential risk in this regard.

Business Cycle Risk

General market conditions and the price of precious and base metals will have an impact on the Company’s ability to raise
financing in the future to continue the exploration of its properties and further the Company’s long term plan. Commodities
prices are generally regarded to behave cyclically and are currently at new relative highs with favourable future outlooks, which
reflects favourably on the prospects of the Company. There can be no assurance that these conditions will remain, and the
Company can be adversely affected by a change in cyclical market direction. Any changes in general market conditions are

beyond the concrol of the Company.

Oustanding Share Data
At September 30, 2005 the Company had 24,554,398 common shares outstanding, valued ac $14,992,232. Subsequent to
the year end, the Company completed a private placement of 2,528,212 flow-through shares at a price of $1.65 per unir,

and share purchase warrants were exercised, bringing total shares outstanding to 29,480,860.




|
During the quarter ended September 30, 2005, 325,000 incentive stock options were granted to directors exercisable at a price

of $1.51. Options outstanding at September [30, 2005 are detailed in the table below:

Optionee Number Date of Grant Exercise Expiry Date Type

Gary McDonald 75,000 Dec. 17, 2004 g"(‘):?SO Dec. 17, 2006 Dir‘ector
David McCue 25,000 Dec. 17, 2004 $ 0.80 Dec. 17, 2006 Dir‘ector
John Pallot 125,000 January 20, 2005 $1.55 januaw 20, 2007 Dir‘}ector
Susan Tessman 100,000 January 20, 2005 $1.55 January 20, 2007 Officer
Peter Mordaunt 500,000 January 20, 2005 $1.55 l:]anuary 20, 2007 Dir‘ector
Employees 100,000 January 20, 2005 $ 155 January 20, 2007 Em‘ployee
Sparkes Consulting 50,000 January 20,2005 $1.55 January 20, 2007 Consuleant
David McCue 50,000 January 20, 2005 $1.55 Uanuaw 20, 2007 DirLctor
Peter Taliman 75,000 January 20, 2005 $1.55 banuary 20, 2007 Dirfector
Peter Tallman 500,000 February 2, 2005 $1.60 ffebmary 1, 2007 Dir:ector
Kerry Sparkes 50,000 June 6, 2005 $ 1.60 June 6, 2007 Consultant
Employees 195,000 June 6, 2005 $1.60 tjune 6, 2007 Ern‘ployee
Steven Brunelle 150,000 Sept 6, 2005 $1.51 %Sept. 6, 2007 Director
David McCue 75,000 Sept. 6, 2005 $1.51 §Sept. 6, 2007 Dirlc'jctor
John Pallot 25,000 Sept. 6, 2005 $1.51 Sept. 6, 2007 Ditéctor
Gary McDonald 75,000 Sept. 6, 2005 $151 }Sept. 6, 2007 Dirlector
Total 2,170,000 '

During the quarter 90,000 warrants were exercised for proceeds of $39,000. At September 30, 2005 the Company had the

following share purchase warrants outstanding:

Number Number of Exercise '
of Warrants Shares Price : Expiry Date
1,487,000 1,487,000 $0.15 October 2:8, 2005
62,500 62,500 $025 ! August 114,.2006
880,000 880,000 $0.25 November 22, 2005
473,750 473,750 $1.00 January 119, 2007
200,000 200,000 $1.25 January 139, 2007
775,185 775,185 $1.60 February 16, 2006
137,834 137,834 $1.75 February 16, 2006
Total 4,016,269 4,016,269 1

Subsequent to the year end, 2,398,250 warrants were exercised for proceeds of $474,30q. A private placement of 2,528,212

flow-through shares was completed in Octob:

for a period of one year.

Outlook

, ; . . |
er, and 184,640 non-transferable agents warr%mts were issued, exercisable at $1.65

In 2006, Messina will conduct the most extensive exploration program of the Tulks South Property the property has ever seen.

Results from 2005 have shown that the pr

exploration program is to locate more of this

Additional Information
Additional information on Messina Minerals

and by viewing regulatory filings on SEDAR at www.sedar.com.

|
operty can host significant base metal mineralization; the objective of the 2006

mineralization.

:
Inc. can be found by visiting the Company’s erbsite at www.messinaminerals.com
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

(continued)

Additional Information for Venture Issuers without Significant Revenue

Deferred exploration Expenditures

Mishi Gold Tulks Costigan Long Lloyd’s Total
& Pukaskwa South Eagle Lake Lake River September 30
Property Property Property Property Property Property 2005
Acquisition costs
Balance, beginning of period § 1 $100313 $ 1,000 $ 500 57,000 ¢ 51,200 $210,014
Additions during the period:
Shares issued re acquisition — — — —_— — 9,800 9,800
Cash on acquisition — — — — — — —
— — — — — 9,800 9,800
Balance, end of period 1 100,313 1,000 500 57,000 61,000 219,814
Deferred exploration costs
Balance, beginning of period 32,127 1,800,600 11,644 3,512 66,372 525 1,914,780
Additions during the period:
Assays, testing and analysis — 20,763 320 — — — 21,083
Camp construction and supplies — 141,291 3,046 9,079 24,208 1,288 178,912
Diamond drilling — 694,322 — — — — 694,322
Equipment rental —_ 18,090 359 909 5,486 — 24,844
Geology, geophysics
and prospecting — 236,648 2,643 4,463 13,492 2,500 259,746
Labour — 20,954 646 646 1,292 — 23,538
Staking, recording
and lease rental — — — — — — —
Surveying — 29,463 3,318 1,679 13,793 2,998 51,251
Transportation and travel — 17,799 — — 13,036 — 30,835
— 1,179,330 10,332 16,776 71,307 6,786 1,284,531
Balance, end of period 32,127 2,979,930 21,976 20,288 137,679 7,311 3,199,311
Recoveries
Additions during the period:
Option payments received (20,875) — — — — o (20,875)
Weritten off during the period — — _— — — (68,311)  (68,311)
Total $ 11,253 $3,080,243 § 22976 $ 20,788  $194,679 $ —  $3,329,939




Mishi Gol(}i Tulks Fost Hill Costigan Long Total
& Pukaskwa South 1&2 Eagle Lake Lake September 30
Property Property Property Property Property Property 2004
Acquisition costs
Balance, beginning of period  § 1 $ 51,063 23,100 $ 1,000 $  S00 $ 57,000 $ 132,664
Additions during the period — — — — — — —
Balance, end of period 1 51,063 23,100 1,000 500 57,000 132,664
Deferred exploration costs 1
Balance, beginning of period 28,859 301,697 16,669 _ i 500 4,775 352,500
Additions during the period |
Assays, testing and analysis —_ 8,518 597 2,336 | — 949 12,400
Camp construction
and supplies — 15,888 — — — — 15,888
Diamond drilling — 27,031 — — — — 27,031
Equipment rental —_ 5,147 1,033 630 — 720 7,530
Field office and miscellaneous — — — — — — —
Geology, geophysics
and prospecting -4 23,359 799 6,179 2,987 17,058 50,382
Labour — 67D — — — —_— (671)
Lease rental
and claim maintenance — — — — — — —
Project management — — — — — — —
Transportation and travel — 3,301 — — — 2,193 5,494
- 82,5753 2,429 9,145 | 2,987 20,920 118,054
Balance, end of period 28,859 384,270 19,098 9,145 : 3,487 25,695 470,554
Written of during the period - — (42,198) — ‘ — — (42,198)
Total $ 28,860 $435,333 — $ 10,145 § 3987 §$ 82,695 $561,020
Fourth Quarter Operating Expenses :
3 months ended 3 months ended
Septgmber 30,2005  September 30, 2004
Expenses !
Amortization 2,974 $ 122
Corporate and administration fee | 7,000 4,280
Management and financial consulting ; 12,845 12,900
Office and miscellaneous : 16,101 13,446
Professional fees ‘ 12,590 13,122
Promotion and advertising 4,529 9,655
Regulatory and transfer fees (18,216) 1,829
Rent 2,865 1,820
Stock-based compensation (Note 8) 307,472 —
Travel and related costs ! 43,022 —
Loss before income taxes and other items $ ‘ (391,182) $ 67,174
Schedule of Share Capital :
As of the date of this Management Discussion liand Analysis
Common Shares outstanding 29,480,860 ‘
Options outstanding 2,170,000 ]
Warrants outstanding 1,802,662
Fully diluted share capital 33,453,523
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DAVIDSON & COMPANY LLP —— Chartered Accountants A Partnership of Incorporated Professionals

AUDITORS' REPORT

To the Shareholders of
Messina Minerals Inc.

We have audited the balance sheets of Messina Minerals Inc. as at September 30, 2005 and 2004 and the statements
of operations and deficit and cash flows for the years then ended. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the

Company as at September 30, 2005 and 2004 and the results of its operations and its cash flows for the years then
ended in accordance with Canadian generally accepted accounting principles.

?auge\ﬁow A (o'“r’-“) Lﬁﬂ

Vancouver, Canada Chartered Accountants

November 10, 2005



Q BALANCE SHEETS
4

As at September 30

=

1

i 2005 2004
ASSETS ?
Current ! .
Cash and equivalents $ 550,305  $ 156,196
Term deposit | 1,5:00,000 —
Receivables ? 173,127 29,965
Prepaid expenses and deposits | 49,120 10,771
2,272,552 196,932
Building and equipment (Note 3) ‘ 71,141 1,135
Mineral properties and| deferred exploration costs (Note 4) 3,3329,939 561,020
Deposits (Note 5) ‘ J — 101,170
Long-term investments (Note 6) ‘ &O,875 —

1 $ 5,694,507 § 860,257

LIABILITIES AND SHAREHOLDERS’ EQUITY {

Current | ; ‘

Accounts payable and accrued liabilities :‘ $ 437,486 $ 133,914

Shareholders’ equity

Capital stock (Note 8) ] 14,992,232 10,026,457

Contributed surplus (Note 8) ‘ 1,9;06,131 192,834

Deficit t (11,641,342) (9,492,948)
‘ 5,257,021 726,343

|
$ 5,694,507 $ 860,257

Nature and continuance of operations (Note 1)

Subsequent events (Note 13)

On behalf of the Board:

“Peter Tallman” “Gary McDonald” !

|
Peter Taliman, Gary McDonald, !
Director Director ‘

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




20

5]

IN{ER

N

|

<]

d

STATEMENTS OF OPERATIONS AND DEFICIT
Year ended September 30

2005 2004

EXPENSES
Amortization $ 3,578 $ 487
Corporate and administration fees 18,545 10,009
Management and financial consulting 101,255 53,750
Office and miscellaneous 60,015 45,137
Professional fees 43 674 35,950
Promotion and advertising 55,243 29,940
Regulatory and transfer fees 28,583 22,714
Rent 11,235 8,737
Stock-based compensation (Note 8) 1,906,131 81,781
Travel and related costs 73,181 5,176
Loss before other items and income taxes (2,301,440) (293,681)
OTHER ITEMS
Interest income 49,357 4,399
Gain on sale of long-term investments (Note 6) _ 30,715
Write-off of equipment — (1,186)
Write-off of mineral properties and deferred exploration costs (Note 4) (68,311) (48,198)

(18,954) (14,270)
Loss before income taxes (2,320,394) (307,951)
Future income tax recovery (Note 11) 172,000 —
Loss for the year (2,148,394) (307,951)
Deficit, beginning of year (9,492,948) (9,184,997)
Deficit, end of year $  (11,641,342) $  (9,492,948)
Basic and diluted loss per common share $ 0.10) 3§ (0.02)
Weighted average number of common shares outstanding during the year 21,324,316 13,406,336

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CASH FLows
Year ended September 3‘0

2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES :
|
Loss for the year (2,148,394)  $ (307,951)
|
Items not affecting cash: ‘
Amortization 3,578 487
Stock-based compensation 1,906,131 81,781
Gain on sale of long-term investment 11 — (30,715)
Write-off of equipment — 1,186
Write-off of mineral properties and deferred exploration costs §8,31,1 48,198
Furure income tax recovery (1‘72,000) —
Changes in non-cash working capital items: ‘
Increase in receivables (1‘43,162) (27,030)
Increase in prepaid expenses and deposits (}38,549) (7,197)
Decrease in accounts phyable and accrued liabilities (63,461) (11,128)
Net cash used in opera}ting activities (5387,546) (252,369)
| :
CASH FLOWS FROM INVESTING ACTIVITIES ‘
Acquisition of building and equipment (73,584) (948)
Term deposits ‘ (1,5}00,000) —_
Deposits | : 101,170 (101,170)
Mineral properties and deferred exploration costs i (2,4105,822) (330,291)
Proceeds from sale of IL)ng—term investments ‘ —_ 33,315
Net cash used in invesjting activities (3,878,236) (399,094)
|
CASH FLOWS FROM FINANCING ACTIVITIES
Capital stock issued fo(r cash, net of offering costs of $32,710 (2004 — $60,217) 4,859,691 722,783
Net cash provided by financing activities ! 4,359,691 722,783
Increase in cash and|equivalents during the year 1 394,109 71,320
Cash and equivalents, beginning of year 156,196 84,876
‘ |
Cash and equivalents, end of year | 550,305 $ 156,196
|
Cash paid during the year for: ‘
Interest expense -— $ —

Income taxes

Supplemental disclo

The accompanying no

ure with respect to cash flows (Note 10)

es are an integral parc of these financial statements
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NOTES TO THE FINANCIAL STATEMENTS
September 30, 2005

1. NATURE AND CONTINUANCE OF OPERATIONS
Messina Minerals Inc. (“the Company”), was incorporated under the laws of British Columbia and its principal business activities include

acquiring and exploring mineral properties. The Company is considered to be in the exploration stage.

These financial statements have been prepared on a going concern basis which assumes thac the Company will be able to realize its assets and
discharge its liabilities in the normal course of business for the foreseeable future. The continuing operations of the Company are dependent upon

its ability to continue to raise adequate financing and to commence profitable operations in the future.

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

2005 2004
Working capital ) ¢ 1,835,066 $ 63,018
Deficit $ (11,641,342) $ (9,492,948)

2. SIGNIFICANT ACCOUNTING POLICIES
Cash and equivalents
Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of cash and which are subject to

an insignificant risk of changes in value.

Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amouncs of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amount of revenues and expenses during the reporting period. Actual resules could differ

from those estimartes.

Building and equipment
Building and equipment are recorded at cost. Amortization is being provided for annually using the following rates and methods:

Computer Equipment 30% declining balance
Equipment 30% declining balance
Building 4% declining balance
Mineral properties

All costs related to the acquisition, exploration and development of mineral properties are capitalized by property. If economically recoverable ore
reserves are developed, capitalized costs of the related property are reclassified as mining assets and amortized using the unit of production method.
When a property is abandoned, all related costs are written off to operations. If, after management review, it is determined that the carrying amount
of a mineral property is impaired, that property is written down to its estimated net realizable value. A mineral property is reviewed for impairment
whenever events or changes in circumstances indicate that its carrying amount may not be recoverable. The amounts shown for mineral properties
do not necessarily represent present or future values. Their recoverability is dependent upon the discovery of economically recoverable reserves, the
ability of the Company to obrtain the necessary financing to complete the development, and future profitable production or proceeds from the

disposition thereof.

Asset retirement obligation

Effective October 1, 2004, the Company adopted the recommendations of CICA Handbook Section 3110, Asset Retirement Obligations. This
new section requites recognition of a legal liability for obligations relating to retirement of property, plant and equipment, and arising from the
acquisition, construction, development or normal operation of those assets. Such asset retirement cost must be recognized ac fair value in the
period in which it is incurred, added to the carrying value of the asset, and amortized into income on a systematic basis over its useful life.

Adoption of this standard has not affected the Company’s financial statements.

Long-term investments
Long-term investments are carried at cost. If it is determined that the value of the investment is permanently impaired, ic is

written-down to its estimated net realizable value.

Stock-based compensation
The Company uses the fair value method of accounting for all stock-based compensation and estimates the fair value at the date of grant using

the Black-Scholes option pricing model. Any consideration paid by the option holders to purchase shares is credited to capital stock.

Future income raxes

Future income taxes are recorded using the asset and liability method whereby future tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax
bases. Furure tax assets and liabilities are measured using enacted or substantively enacted tax rates expected to apply when the asset is realized ot

the liability settled. The effect on future tax assets and liabilities of a change in tax rates is recognized in income in the period that substantive



enactment or enactment occurs. To the extent that the Company does not consider it to be more likely than not that a future tax asset| will be

recovered, it provides a valuation allowance against the excess.

Flow-through common shares

Canadian tax legislation permits a company to issue flow-through shares whereby the deduction for tax purposes relating to qualified

resource expenditures is claimed by the investors rather than the Company.

When flow-through expenditures are renounced, a|portion of the future income tax assets that were not recognized in previous years, due to

the recording of a valuation allowarnce, are recognized as a recovery of income taxes in the statement 6f operations.

Loss per share |

The Company uses the treasury stock method to compute the dilutive effect of options, warrants and s;jmilar instruments. Under this method

. . . . . I . .
the dilutive effect on loss per share is recognized on the use of the proceeds that could be obtained jupon exercise of options, warranes and

similar instruments. It assumes that the proceeds would be used to purchase common shares at the a\‘verage market price during the period.

|
For the years presented, this calculation proved to be anti-dilurive.

. . . . -
Loss per share is calculated using the weighted average number of common shares outstanding during the year.
I

| |

Comparative figures ‘

Certain comparative figures have been reclassified to conform with the current year's presentation.

3. BUILDING AND EQUIPMENT i

2005 2004 ‘
Accumulated Net Book | Accumulated Net Book
Cost Amortization Value Qost Amortization Value
Computer equipment $ 8,093 $ 3,030 $ 5,063 $ 3,071 $ 1,936 $ 1,135
Equipment 8,562 1,284 7,278 — — —
Building 60,000 1,200 58,800 — — —
$ 76655 | & 5514 % 71141 $ 3071 $ 1,936  $ | 1135

4., MINERAL PROPERTIES AND DEFERRED EXPLORATION COSTS

Title to mineral properties involves certain inherent risks due to the difficulties of determining the validity of cerrain claims as well as the

potential for problems arising from the frequently ambiguous conveyancing history characteristic of many mineral properties. The Company

has investigated title to all of its mineral properties and, to the best of its knowledge, ticle to all of its properties are in good standing.

Mishi Gold Tutks Costican | Long Lgyd's | Total
& Pukaskwa South Eagle Lake Lake River  September 30
Property Property Property Property Property Property 2005
Acquisition costs ‘
Balance, beginning of year $ 1§ 51,063 $ 1,000 $ 500 $ - 57,000 $ — $ 109,564
Additions during the year: : ‘
Shares issued —_ 49,250 — —_ ? — 36,000 85,250
Cash paid £ _ — — ] - 25,000 25,000
£ 49,250 — — — 61,000 110,250
Written off during the year - — — — | — (61,000)  (61,000)
Balance, end of year 1 100,313 1,000 500 “ 57,000 — 158,814
Deferred exploration costs ‘ i
Balance, beginning of year 28,859 384,270 9,645 2,987 25,695 — 451,456
Additions during the year: | }
Assays, testing and analysis - 66,247 320 — l 4,440 — 71,007
Camp construction and supplies . 262,996 3,046 9,079 . 36,609 1,288 3‘13,018
Diamond drilling — 1622884 — — — — 1,622,884
Equipment rental - 40,627 629 209 | 5,486 — “47,651
Geology, geophysics and prospecting - 510,580 3,847 4,463 1 29,952 2,500 551,342
Labour — 20954 646 646 1 1,292 — 3538
Staking, recording and lease rental 3,268 100 — — ; — — } 3,368
Surveying . 39,653 3,843 2204 | 20,761 3,523 i69,984
Transportation and travel - 31,619 — — b13,444 . — 45,063
3,268 2,595,660 12,331 17,301 i 111,984 7,311 2,747,855
Written off during the year - — — — | — (7,311) 1(7,311)
Balance, end of year 32,127 2,979,930 21,976 20,288 }3 137,679 — 5,1@92,000
Recoveries ! ‘
Option payments received (20,875) — — — | —_ — (20,875)
Total $ 11293 $3080243 § 22976 § 20,788 $ 1194679 $ — $3,329,939
| |
\
| i
|
|
‘ H
| |
[ .
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N Mishi Gold Tulks Fost Hill Costigan Long Total
Lake

& Pukaskwa South 1&2 Eagle Lake September 30
3 Property Property Properties Property Property Property 2004
¥4 Acquisition costs

Balance, beginning of year ¢ 1§ 48063 $ 22,100 $ — & — $ — § 70,164
Additions during the year

Staking — — —_ 1,000 500 —_— 1,500

Shares issued re acquisition — 3,000 7,000 — — 22,000 32,000

Cash on acquisition — — — — _— 35,000 35,000

— 3,000 7,000 1,000 500 57,000 68,500

Balance, end of year 1 51,063 29,100 1,000 500 57,000 138,664
Deferred exploration costs

Balance, beginning of year 11,532 113,562 16,669 — — — 141,763
Addirions during the year

Assays, testing and analysis 812 20,803 597 2,336 — 949 25,497

Camp construction and supplies — 23,279 — — — — 23,279

Diamond drilling — 106,947 — — — — 106,947

Equipment rental — 13,104 1,033 630 — 720 15,487

Field office and miscellanecus 990 — — — — — 990

Geology, geophysics and prospecting 2,500 76,870 799 6,679 2,987 17,058 106,893

Labour — 13,400 — —_ — — 13,400

Lease rental and claim maintenance 2,865 7,850 — — — 4,775 15,490

Project management — 270 — — —_ — 270

Transportation and travel 10,160 8,185 — — — 2,193 20,538

17,327 270,708 2,429 9,645 2,987 25,695 328,791

Balance, end of year 28,859 384,270 19,098 9,645 2,987 25,695 470,554

Written off during the year — — (48,198) —_ — — (48,198)
Total § 28860 $ 435333 % — § 10,645 $§ 3,487 § 82695 $ 561,020

Mishi Gold Property, Ontario

The Company holds certain exploration claims and mining leases in the Mishi Gold property in Ontario. During 1998, the Company sold
a portion of its interest in the property. The Company will receive a royalty on ore milled and mined in excess of 700,000 tonnes at $0.80
per tonne for ore from open pit mining and $1.20 per tonne for ore from underground mining. In prior years, the Company wrote-down

mineral property and deferred exploration costs to a nominal value.

Pukaskwa Claims, Ontario

The Company holds a 100% interest in certain mineral claims in the Sault Ste. Marie Mining division, Ontario. A portion of the claims are
subject to a 2% net smelter returns royaley (“NSR”). In prior years, the Company wrote-down mineral property and deferred exploration
costs to a nominal value. During the year ended September 30, 2004, the Company entered into an option agreement with Windarra
Minerals Led. (“Windarra”), a company related by way of common directors, regarding these claims, whereby Windarra has the right to
acquire a 100% interest in the claims by issuing to the Company 50,000 common shares upon acceptance (issued, valued at $4,750) and a
further 300,000 common shares over a petiod of 30 months from the date of acceptance (75,000 issued, valued at $16,125). Windarra must
maintain the claims in good standing during the option period, and, if applicable, for a period of 12 months from the date Windarra elects

to terminate its option under the agreement.

Tulks South Property, Newfoundland

The Company entered into an assignment agreement with Windarra whereby the Company has the right to earn a 100% interest in the
Tulks South property in Newfoundland. The Company granted Windarra a 295 NSR on the Company's share of proceeds from production
from the Property (the “Windarra Royalty”). The Company has the right to buy back the Windarra Royalty from Windarra at any time prior
to commercial production for $2,000,000.

To earn its 100% interest, the Company was required to incur $1,374,385, prior to any government grants, in exploration expenditures by
July 15, 2006 (incurred) and issue 100,000 common shares over 3 years to a company with a common director (issued at a value of $67,250).
The underlying interest holder is Falconbridge Limited (“Falconbridge”), formerly Noranda Inc. Falconbridge has the right to back in for a
50% interest at a price equal to 1.5 times the gross exploration expenditures incurred on the specific mining block. If Falconbridge does not

exercise its back in rights, it will receive a 2% NSR.

Upon completion of a positive feasibility study, an additional 16,667 common shares of the Company will be issued to a company with a common
director and the property will be subject t0 2 0.5% NSR. from the Company'’s share of the proceeds from production of the property.
Fost Hill #1 and #2 Properties, Newfoundland

On October 15, 2002 the Company entered into an option agreement to earn a 100% interest in the Fost Hill Property (Fost #1) located in the
White Bay Area, Newfoundland. In consideration, the Company paid $4,000 upon execution of the agreement and paid $2,100 for staking costs..



! |
"The Company received an assessment report recommending no further work and the claims were written off in the year ended September 30, 2004.

The Company acquired further property by stak

ing additional claims (Fost #2) contiguous to the Fost Hill #1 Property for $6,000.

Management decided not to proceed with exploration on this property and to allow the claims to lapse and wrote-off the related costs in the

year ended September 30, 2004.

Eagie Property

During the year ended September 30, 2004 the Company acquired the Eagle property by staking.

Costigan Lake Property, Newfoundland
During the year ended September 30, 2004, the C

Long Lake Property, Newfoundiand
During the year ended September 30, 2004, in
of $35,000, the Company was assigned an option

|

|
ompany acquired the Costigan Lake property by stlaking.

|

!
consideration for cthe issuance of 200,000 share(é valued at $22,000 and the p‘ayment
to earn a 100% interest in certain mineral claims ?omprising the Long Lake property by

Altantic Zinc Resources Ltd., a company controlled by an officer and director of the Company. The underlying propercy h(;)lder is
t

Falconbridge.

To earn its interest, the Company was required to inc
2005 the deadline was extended to December 31, 2

Falconbridge retains the right to back in (the “Back-it
be paid a 2% NSR.

Lloyd’s River Property, Newfoundland
During the year ended September 30, 2005, the C

i

|

ar $1,293,871 in exploration expenditures by August 31, 2005. Subsequent to September 30,
i

7. At September 30, 2005, 81,156,192 remained tg be spent. ‘

1 Right”) for a 50% interest in the property or portions thereof under certain circumstances, ot

mpany acquired the option to earn a 100% intere%.t in che Lloyd’s River massive s rllphide

property in consideration for $25,000 and issued 10,000 commion shares with a value of $36,000. The Company has decided not co continue

with this property and all related costs have been written off.

5. DEPOSITS

Deposits are held to secure certain exploration com

6. LONG-TERM INVESTMENTS

mitments of the Company.

Long-term investments consists of 125,000 shares of Windarra. These shares were received at a value of $20,875 as part of an option

agreement on the Pukaskwa property (Note 4). At September 20, 2005, the market value of these shates was $33,750. During the yea‘r ended

September 30, 2004, the Company sold 65,000 co

7. RELATED PARTY TRANSACTIONS

mmon shares of Dumont Nickel Inc. for $33,315 resulting in a gain of $30,715.

During the year ended Seprember 30, 2005, the C‘

a)  Paid or accrued management fees of %

b)  Paid or accrued corporate administration fees of $17,698 (2004 - $10,009) to an ofﬁceg of the Company.

ompany entered into the following transactions with related parties:
9,595 (2004-$1,500) to directors of the Company.

¢} Paid or accrued management fees of $41,500 (2004 - $ 35,250) to a company controlled by a director and officer of the Company.

d)  Paid or accrued geological consulting and equipment rental fees of $89,470 (2004 - $38,827) to companies controlled by directors

and officers of the Company, which have been included in deferred exploration costs.

) Paid or accrued legal fees and share issue costs of $24,444 (2004 - $nil) to a company controlled by a director of the Com}pany‘

Included in accounts payable is $93,777 (2004 - $71,386) owing to directors, officers and companies with directors and officers in common.

Additional related party transactions are disclosed

|
in Note 4. !
i

These transactions were in the normal course of operations znd were measured at the exchange value, which represented che amount of

consideration established and agreed to by the related parties.
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of Shares Amount Surplus

mk TRIY 8. CAPITAL STOCK AND CONTRIBUTED SURPLUS
‘ Number Share Contributed

4 Authorized

Unlimired common voting shares, without par value

Issued
Balance as at Septernber 30, 2003 8,217,180 § 9,307,727 $ —
Issued for cash . . 5,493,182 783,000 —
Issued for mineral property option payments 258,334 32,000 —
Issued in settlement of related party advance 681,818 75,000 —
Issued for agents’ services 100,000 15,000 —
Offering costs — (75,217) —_
Fair value of agent’s warrants — (111,053) 111,053
Fair value of stock options — — 81,781
Balance as at September 30, 2004 14,750,514 10,026,457 192,834
Issued for cash 9,768,884 4,892,401 —
Issued for property acquisitions 35,000 85,250 —
Offering costs — (32,710) —_
Fair value of stock options granted — — 1,906,131
Transfer fair value of options exercised —_ 81,781 (81,781)
Transfer fair value of warrants exercised — 111,053 (111,053)
Tax benefits renounced to flow-through share subscribers — (172,000) —
Balance, September 30, 2005 24,554,398  § 14,992,232 3 1,906,131

During the year ended September 30, 2005, the Company completed private placements as follows:
¢ November 22, 2004 — issued 1,180,000 flow-through unies at a price of $0.15 per unit for gross proceeds of $177,000.
Each unir consists of one share and one share purchase warrant exercisable at $0.25 for one year.

¢ January 19, 2005 ~ issued 625,000 unirs at $0.80 per unit and 200,000 flow-through units ac $1.00 per unit for gross proceeds
of $700,000. Each unit consists of one share and one share purchase wartant exercisable at $1.00 for the non flow-through units

~and $1.25 for the flow-through units for two years.

¢ February 16, 2005 — issued 1,557,770 units at $1.35 per unit and 275,667 flow-through units at $1.50 per unit for gross proceeds
of $2,516,490. Each unit consists of one share and one-half share purchase warranc each whole warrant being exercisable at $1.60

for the non flow-through units and $1.75 for the flow-through unics for one year.

During the year ended September 30, 2005, warrants totalling 4,547,114 shares were exercised along with 1,383,333 stock options resulting in
proceeds of $1,498,911. Additionally, 35,000 common shares were issued at a value of $85,250 pursuant to mineral property agreements.

During the year ended September 30, 2004, the Company completed the following share transactions:
¢ Qctober 28, 2003 - 1,800,000 units at a price of $0.11 per unit pursuant to a non-brokered private placement. A total of 253,000
units were sold as “flow-chrough” securities and 1,547,000 were sold as “non-flow-through” securities. The flow-through units
consisted of one flow-through common share and one share purchase warrant. The non-flow-through units consisted of one non-flow-
through common share and one share purchase warrant. Each share purchase warrant enables the holder to purchase one non-flow-
through common share of the Company for $0.15 until October 28, 2005.

*  November 28, 2003 - 16,666 common shares at 2 value of $5,000 for the purchase of Fost Hill mineral property interest (Note 4).

¢ December 5, 2003 - 4,000,000 units ac a price of $0.15 per unit pursuant to a brokered private placement. A total of 2,666,667
units were sold as “flow-through” securities and 1,333,333 were sold as “non-flow-through" securities. The flow-through units
consisted of one flow-through common share and one-half of one share purchase warrant. The non-flow-through units consisted of
one non-flow-through common share and one share purchase warrant. Each whole share purchase warrant enables the holder to
purchase one non-flow-through common share of the Company for $0.25 until December 5, 2004. The Company issued 100,000
common shares at a value of $15,000 as agent’s compensation in connection with the private placement. The Company also issued
800,000 agents’ warrants exercisable for one year at $0.15. The agent’s warrants have been recorded at a fair value of $111,053 and

applied against the proceeds allocated to capital stock in contributed surplus.

¢ May 14, 2004 - 200,000 common shares at a value of $22,000 to a company controlled by an officer and director for the purchase
of the Long Lake mineral property interest (Note 4)

¢ May 30, 2004 — 16,668 common shares at a value of $2,000 for the purchase of Fost Hill mineral property interest (Note 4).

¢ June 15, 2004 - 25,000 common shares at a value of $3,000 for the purchase of the Tulks South related mineral propercy

interest (Note 4). As the purchase was from a director, the value was based on the vendors’ historical cost of the mineral properties.

e August 13, 2004 - 375,000 units at a price of $0.16 per unit pursuant to a non-brokered private placement. A total of 312,500

units wete sold as “flow-through” securities and 62,500 were sold as “ non-flow-through” securities. The flow-through units consisted



of one flow-through common share and one share purchase warrant. The non-flow-through units consisted of one non—ﬂow-th‘ rough
common share and one share purchase warrant. Each share purchase warrant enables the holHer to purchase one non-flow-through
common share of the Company for $0.25 until August 13, 2006.
Warrants
Number °;f Warrants Weighted Average Exercise Price ) Expiry Date
Balance, September 30, 2003 366,667 3 0.45 ! October 24, 2004
Warrants issued |
Private Placement 1,800,000 0.15 ! Qcrober 28, 2005
Private Placement 2,666,667 0.25 ' March 5, 2005
Broker’s warrant 800,000 0.15 1; March 5, 2005
Private Placement 375,000 0.25 : August 13, 2006
Balance, September 30, 2004 6,0(?8,3 34 0.22 ’
Private Placement 1,1‘80,000 0.25 i November 22, 2005
Private Placement 6%5,000 1.00 \ January 19, 2007
Private Placement 290,000 1.25 ! January 19, 2007
Private Placement 778,885 1.60 13 February 16, 2006
Private Placement 137,834 1.75 February 16, 2006
Warrants exercised (4,5;47 117D 0.25
Warrants expired (366,667) 0.45
Balance, September 30, 2005 4,016,269 $ 0.66 |

Of the 1,800,000 watrants exercisable until Octoer 28, 2005, 1,487,000 were exercised subsequent to September 30, 2005 and 313 000
expired. Of the 1,180,000 warrants exercisable Lmtll November 22, 2005, 850,000 were exercised subsequent to September 30, 2005

The fair value of share purchase warrants issued during the year ended September 30, 2004 was estimated using the Black-Scholesioption

pricing model based on the following assumptions:
105 - 127%.

Stock options

risk-free incerest rate — 2.9 - 3.0%; expected life 4‘2 years; dividend rate — 09%; volatility

F

The Company has a stock option plan that grants options to executive officers and directors, employees and consultants, enabling them to

acquire up to 10% of the issued and outstanding common shares of the Company. These oprions vest immediately with the individdal. On

termination of the Optionee’s relationship with the

Company, the expiry date is adjusted to 90 days glfter the date of such termination. The

exercise price of each option equals the market price of the Company’s stock as calculated on the date of grant. The options can be granted

for a maximum term of 5 years.

The following stock options were outstanding and [exercisable at September 30, 2005:

Number of Shares
100,000
1,000,000
500,000
245,000
325,000

Exercise Price

$0.80
$1.55
$1.60
$1.60
3151

Expiry Date
December 16, 2006
January 20, 2007
February 1, 2007
June 6, 2007
September 6, 2007

Stock option transactions for the year are summarized as follows:

Number of Cptions \ Weighted Average Exercise Price
Balance, September 30, 2003 816,666 ‘ 8 0.30
Options granted 900,000 0.23
Options cancelled/expired (333,333) 0.30
Balance, September 30, 2004 1,383,333 0.26
Options granted 2,170,000 1.53
Options exercised (1,383,333) 0.26
Balance, September 30, 2005 2,170,000 1 1.53
Number of options currently exercisable 2,170,000 | $ 1.53

Stock-based compensation

The Company uses the fair value-based methodology for measuring compensation costs of grantmg stock options. During the year ended
September 30, 2003, the Company granted a total|of 2,170,000 (2004 — 900,000) stock options to dxrectors and employees with a wexghced

average fair value of $0.88 (2004 — $0.09) per option and a fair value estimated at $1,906,131 (2004 $81,781) using the Black

option pricing model based on the following assumptions:

201‘)5
Risk-free interest rate 2.81-3.00%
Expected life of options 2 }erars
Annualized volacilicy 10‘5 - 114%
Dividend rate 0.00%

2004
3.00%
2 years
77%
0.00%

|
F

‘\
i

Scholes
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. JEUMENILY INFURNMATIIUN

The Company conducts substantially all of its operations in Canada in one business segment being the acquisition and exploration of mineral

properties.

10, SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

During the year ended September 30, 2005, the Company had the following significant non-cash transactions:
a) issued 10,000 shares at a value of $26,200 in consideration for acquisition of a mineral property option;
b) issued 25,000 shares ac a value of $49,250 in consideration for acquisition of a mineral property right;
¢) incurred accounts payable for deferred exploration costs of $367,033; and
d) Received long-term investments of $20,875 on mineral property recoveries.

During the year ended September 30, 2004, the Company had the following significant non-cash transactions:
a) issued 238,335 common shares at a value of $32,000 for mineral property acquisitions and property option payments.
b) reduced amounts due to a related party in the amount of $75,000 in exchange for 681,818 units, with each unit
comprising one common share and one warrant to purchase a common share for two years at $0.15.
¢) issued 100,000 common shares at a value of $15,000 in payment of agent’s fees related to a brokered private placement.
d) issued 800,000 agent’s warrants, with each warrant exercisable into one common share for one year ac $0.25, in

connection with a brokered private placement.

11. INCOME TAXES

A reconciliation of income taxes at Canadian statutory rates is as follows:

2005 2004
Loss before income taxes $ 2,320,394 $ (307,951)
Expected income tax (recovery) $ (817,823) $ (109,631)
Non-deductible (deductible) items 818,702 28,748
Unrecognized (recognized) benefits of non-capiral losses (172,879) 80,883
Total income tax recovery $ (172,000) $ —
The significant components of the Company future income tax assets are as follows:
2005 2004
Future income tax assets:
Losses available for future periods $ 305,000 $ 366,000
Resource deductions 177,000 243,000
Financing costs 24,000 16,000
Equipment 2,000 1,000
508,000 626,000
Valuation allowance (508,000) (626,000)
$ — $ —

Subject to certain restrictions, the Company has operating losses of approximately $893,000 available to reduce income in future years. Unless
utilized, these losses will expire through to 2015. In addition, the Company has resource deductions totalling approximately $3,850,000 available
to reduce taxable income of future years. The Company also has capital losses totalling $6,200 which can be carried forward indefinitely.

Future tax benefits which may arise as a result of these non-capital losses and resource deductions have been offset by a valuation

allowance and have not been recognized in these financial statements.

During the year ended September 30, 2005, the Company issued 1,655,117 (2004 — 312,500) common shares on a flow-through basis for
gross proceeds of $790,500 (2004 - $50,000). The flow-through agreements tequire the Company to renounce certain tax deductions for
Canadian exploration expenditures incurred on the Company's mineral properties to the flow-through participants. The Company has renounced
exploration expenditures of $503,945 which resulted in a future income tax recovery of $172,000 and a charge against capital stock.

12. FINANCIAL INSTRUMENTS

The Company’s financial instruments consist of cash and equivalents, term deposit, receivables, long-term investments, and accounts payable
and accrued liabilities. Unless otherwise noted, it is management’s opinion chat the Company is not exposed to significant interest, currency
or credit risks arising from these financial instruments. The fair value of these financial instruments approximates their carrying value, unless

otherwise noted.

13. SUBSEQUENT EVENTS
Subsequent to the year ending September 30, the Company:
) Issued 2,337,000 common shares on the exercise of warrants for proceeds of $435,550;
b) Issued 2,528,212 flow through common shares at a price of $1.65 per share for proceeds of $4,171,550. Of chis amount,
$3,808,200 is a brokered private placement with the agents receiving a commission equal to 7% of the gross proceeds amounting
t0 $266,574 and 184,640 non-transferable agent’s warrants. The agents’ warrants entitle the holder to purchase one common share

for a period of one year at an exercise price of $1.65.
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