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For The Years Ended
July 31, 2014 and 2013
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November 25, 2014
MANAGEMENT'S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
The accompanying consolidated financial statements of Nighthawk Gold Corp. (“Nighthawk”) were prepared by management
in accordance with International Financial Reporting Standards as issued by the International Accounting Standards Board.
Management acknowledges responsibility for the preparation and presentation of the consolidated financial statements,
including responsibility for significant accounting judgments and estimates and the choice of accounting principles and
methods that are appropriate to Nighthawk's circumstances. Nighthawk's significant accounting policies are summarized in
note 3 to the consolidated financial statements.
Management has established systems of internal control over the financial reporting process, which are designed to provide
reasonable assurance that relevant and reliable financial information is produced.
The Board of Directors is responsible for reviewing and approving the consolidated financial statements and for ensuring that
management fulfills its financial reporting responsibilities. An Audit Committee assists the Board of Directors in fulfilling this
responsibility. The Audit Committee meets with management to review the internal controls over the financial reporting
process, the consolidated financial statements and the auditors’ report. The Audit Committee also reviews Nighthawk's
Management’s Discussion and Analysis to ensure that the financial information reported therein is consistent with the
information presented in the consolidated financial statements. The Audit Committee reports its findings to the Board of
Directors for its consideration in approving the consolidated financial statements for issuance to shareholders.
Management recognizes its responsibility for conducting Nighthawk's affairs in compliance with established financial
standards, and applicable laws and regulations, and for maintaining proper standards of conduct for its activities.

(Signed) "David A. Wiley"
David A. Wiley
President & Chief Executive Officer

(Signed) "Michael G. Leskovec"
Michael G. Leskovec
Chief Financial Officer
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Independent Auditors’ Report
To the Shareholders of Nighthawk Gold Corp.:
We have audited the consolidated statement of financial position of Nighthawk Gold Corp. (the “Company”)
as at July 31, 2014 and the consolidated statements of comprehensive loss, changes in equity, and cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory
notes.
Management’s Responsibility for Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control as
management determines necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform an audit to obtain
reasonable assurance whether the consolidated financial statements are free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the Company as at July 31, 2014 and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards.
Other Matter
The consolidated financial statements for the fiscal year ended 2013 was audited by another auditor who
rendered an unmodified opinion on November 27, 2013.

November 25, 2014
Toronto, Ontario

Chartered Professional Accountants
Licensed Public Accountants
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CONSULTING

›

TAX

300 – 111 RICHMOND STREET W, TORONTO, ON M5H 2G4
1.877.251.2922 P: 416.596.1711 F: 416.596.7894 mnp.ca

NIGHTHAWK GOLD CORP.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
Presented in Canadian Dollars
As at July 31,

2014

ASSETS
Current Assets
Cash
Amounts receivable
Prepaid expenses and supplies

$

Non-current Assets
Restricted cash (note 5)
Equipment (note 6)
Exploration and evaluation assets (note 7)

2013

7,821,278 $
144,762
639,517

2,698,084
35,278
160,832

8,605,557

2,894,194

4,626,475
85,000
32,793,195

4,571,384
85,000
30,089,090

37,504,670

34,745,474

$ 46,110,227 $ 37,639,668
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities
Non-current Liabilities
Provision for service obligation (note 9)
Reclamation provision (note 10)
Deferred income tax liability (note 12)

SHAREHOLDERS' EQUITY
Share capital (note 11(a))
Warrants and broker warrants (note 11(b))
Share-based payment reserve (note 11(c))
Accumulated deficit

$

1,632,591 $

126,547

3,023,651
401,150
1,198,256

3,043,728
401,150
1,940,461

4,623,057

5,385,339

39,116,944
1,496,523
6,903,035
(7,661,923)

32,716,604
1,298,653
5,396,954
(7,284,429)

39,854,579

32,127,782

$ 46,110,227 $ 37,639,668
The accompanying notes are an integral part of the consolidated financial statements

On behalf of the Board:
(Signed) "David A. Wiley"
Director

(Signed) "Morris J. Prychidny"
Director
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NIGHTHAWK GOLD CORP.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
Presented in Canadian Dollars
For the years ended July 31,
Expenses
Salaries, director and consulting fees
Office and administration
Professional fees
Regulatory and shareholder information
Travel
Stock-based compensation (note 11(c))
Write-down of equipment

2014
$

2013

459,559 $
176,560
93,600
73,396
70,302
137,864
1,011,281

Other income (expense)
Interest income
Loss on settlement of mineral property option payments (note 7)
Flow-through share premium
Accretion expense (note 8)
Loss on debt settlement

Loss before income taxes

1,654,907

55,095
(3,100)
-

60,773
790,350
(248,243)
(721,648)

51,995

(118,768)

(959,286)

Deferred income tax recovery (provision) (note 12)

475,815
336,286
99,638
177,849
72,059
293,260
200,000

581,792

(1,773,675)
(435,861)

Net loss and comprehensive loss for the year

$

(377,494) $

(2,209,536)

Net loss per share (note 13):
Basic and fully diluted

$

(0.01) $

(0.08)

The accompanying notes are an integral part of the consolidated financial statements
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-

Net loss for the year

(187,920)

The accompanying notes are an integral part of the consolidated financial statements

39,116,944

-

Net loss for the year
$

-

Stock-based compensation (note 11(c))

Balance at July 31, 2014

-

378,100

Expiry of warrants and broker warrants

Issuance of common shares for mineral property options (note 7)

(1,308,603)

Fair value of broker warrants issued

Fair value of warrants issued

160,413

7,358,350

Tax effect of share issue costs

Issuance of units, net of cash share issuance costs of $641,650

32,716,604

-

Stock-based compensation

Balance at July 31, 2013

-

2,318,213

Expiry of warrants

Issuance of common shares on exercise of warrants

23,950,496
6,447,895

$

Share capital

Issuance of shares on debt settlement

Balance at July 31, 2012

Presented in Canadian Dollars

$

$

1,496,523

-

-

(1,298,653)

-

1,308,603

187,920

-

-

1,298,653

-

-

(1,691,743)

(571,712)

-

3,562,108

Warrants and
broker warrants

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

NIGHTHAWK GOLD CORP.

$

$

6,903,035

-

207,428

1,298,653

-

-

-

-

-

5,396,954

-

374,098

1,691,743

-

-

3,331,113

Share-based
payment reserve

$

$

(7,661,923)

(377,494)

-

-

-

-

-

-

-

(7,284,429)

(2,209,536)

-

-

-

-

(5,074,893)

Accumulated
deficit
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$

$

39,854,579

(377,494)

207,428

-

378,100

-

-

160,413

7,358,350

32,127,782

(2,209,536)

374,098

-

1,746,501

6,447,895

25,768,824

Total equity

NIGHTHAWK GOLD CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS
Presented in Canadian Dollars
For the years ended July 31,

2014

2013

Cash provided by (used in)
Operations
Net loss for the year
Items not involving cash:
Stock-based compensation
Loss on settlement of mineral property option payments
Interest income receivable on restricted cash
Loss on debt settlement
Deferred income tax provision
Accretion expense
Write-down of equipment
Flow-through share premium
Change in non-cash working capital:
Amounts receivable
Prepaid expenses and supplies
Accounts payable and accrued liabilities

$

(377,494) $
137,864
3,100
(55,095)
(581,792)
-

293,260
(60,506)
721,648
435,861
248,243
200,000
(790,350)

(109,484)
(478,685)
1,506,048

502,889
253,200
(1,264,747)

44,462
Financing
Issuance of common shares
Exercise of warrants
Share issue costs
Repayment of secured notes

8,000,000
(641,650)
7,358,350

Investing
Exploration and evaluation costs
Option payments and acquisition costs
Expenditures incurred under service obligation
Purchase of equipment
Restricted cash

(2,209,536)

(1,670,038)
1,746,501
(2,052,226)
(305,725)

(1,998,118)
(261,423)
(20,077)
-

(1,742,210)
(297,074)
(482,747)
(85,000)
1,002,808

(2,279,618)

(1,604,223)

Increase (decrease) in cash

5,123,194

(3,579,986)

Cash, beginning of year

2,698,084

6,278,070

7,821,278 $

2,698,084

Cash, end of year

$

Supplementary Cash Flow Information (note 14)
The accompanying notes are an integral part of the consolidated financial statements
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NIGHTHAWK GOLD CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Presented in Canadian Dollars
For the years ended July 31, 2014 and 2013
1.

NATURE OF OPERATIONS
Nighthawk Gold Corp. (“Nighthawk” or the "Company"), formerly known as Merc International Minerals Inc., was
incorporated on January 8, 2004 under the Business Corporations Act (Ontario), and is a publicly listed Canadian junior
resource company with exploration and evaluation assets in Canada. Nighthawk is engaged in the identification,
acquisition, exploration and evaluation of gold properties. On April 30, 2012, the Company changed its name from Merc
International Minerals Inc. to Nighthawk Gold Corp. Nighthawk is listed on the TSX Venture Exchange and trades under
the symbol NHK. To date, Nighthawk has not earned any revenue from operations. Nighthawk's registered office is
located at Suite 410, 150 York Street, Toronto, Ontario, Canada, M5H 3S5.
The audited consolidated financial statements for the years ended July 31, 2014 and 2013 have been approved for issue
by the Board of Directors on November 25, 2014.
During the year ended July 31, 2014, Nighthawk incurred a loss of $377,494 (July 31, 2013 - $2,209,536) and as at that
date, Nighthawk had accumulated a deficit of $7,661,923 (July 31, 2013 - $7,284,429), working capital of $6,972,966
(July 31, 2013 - $2,767,647) and cash flows from operations of $44,462 (July 31, 2013 - negative cash flows from
operations of $1,670,038).
These consolidated financial statements have been prepared on a going concern basis, which assumes continuity of
operations and realization of assets and settlement of liabilities in the normal course of business for the foreseeable
future, which is at least, but not limited to, one year from July 31, 2014. However, Nighthawk is in the exploration stage
and is subject to risks and challenges similar to companies in a comparable stage. These risks include, but are not
limited to, the challenges of securing adequate capital in view of exploration, development and operational risks inherent
in the mining industry; changes in government policies and regulations; the ability to obtain the necessary environmental
permitting; challenges in future profitable production or, alternatively Nighthawk's ability to dispose of its exploration and
evaluation assets on an advantageous basis; as well as global economic, precious and base metal price volatility; all of
which are uncertain. As a result of these risks, there is no assurance that Nighthawk's funding initiatives will continue to
be successful and these audited consolidated financial statements do not reflect the adjustments to the carrying values
of assets and liabilities and the reported expenses and statement of financial position classifications that would be
necessary were the going concern assumption inappropriate. Changes in future conditions could require material
writedowns of the carrying value of exploration and evaluation assets.

2.

BASIS OF PRESENTATION
These consolidated financial statements are presented in Canadian dollars and have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) and International Financial Reporting Interpretations Committee
(“IFRIC”) interpretations as issued by the International Accounting Standards Board (“IASB”) and have been consistently
applied to all the years presented. The principal accounting policies applied in the preparation of these audited
consolidated financial statements are set out below.
These consolidated financial statements have been prepared under the historical cost convention, except fair value
through profit and loss assets which are carried at fair value, and have been prepared using the accrual basis of
accounting except for cash flow information.
The consolidated statement of cash flows shows the changes in cash arising during the year from operating activities,
investing activities and financing activities.
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NIGHTHAWK GOLD CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Presented in Canadian Dollars
For the years ended July 31, 2014 and 2013
3.

SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of Consolidation
The consolidated financial statements comprise the accounts of Nighthawk and the assets, liabilities, revenues and
expenses of its wholly-owned and controlled subsidiary, Golden Sierra Inc., which was inactive during the year ended
July 31, 2014 and 2013.
Subsidiary
A subsidiary is an entity over which Nighthawk has the power to govern the financial and operating policies.
Subsidiaries are fully consolidated from the date on which control commences until the date on which control ceases.
The accounts of subsidiaries are prepared for the same reporting period as the parent entity, using consistent
accounting policies. Inter-company transactions and balances are eliminated. Unrealized gains and losses are also
eliminated. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the
policies adopted by Nighthawk.
(b) Business Combinations
Business combinations are accounted for using the acquisition method of accounting, whereby identifiable assets
acquired and liabilities assumed are recorded at fair value as of the date of acquisition with the excess of the
purchase price over such fair value recorded as goodwill.
If a transaction does not meet the definition of a business combination as per IFRS standards, the transaction is
recorded as an acquisition of an asset.
(c) Functional and Presentation Currency
These consolidated financial statements are presented in Canadian dollars, which is Nighthawk’s functional
currency. The functional currency of Nighthawk’s subsidiary is also the Canadian dollar. The functional currency of
Nighthawk’s consolidated entity is measured using the currency of the primary economic environment in which that
entity operates.
(d) Financial Instruments
(i)

Non-derivative financial assets
Nighthawk initially recognizes loans and receivables and deposits on the date that they are originated. All other
financial assets (including assets designated at fair value through profit or loss) are recognized initially on the
trade date at which Nighthawk becomes a party to the contractual provisions of the instrument.
Nighthawk derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, or
it transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by Nighthawk is recognized as a separate asset or liability.
Financial assets and liabilities are offset and the net amount presented in the consolidated statement of financial
position when, and only when, Nighthawk has a legal right to offset the amounts and intends either to settle on a
net basis or to realize the asset and settle the liability simultaneously.
Nighthawk's non-derivative financial assets are comprised of loans and receivables, cash and restricted cash.
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NIGHTHAWK GOLD CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Presented in Canadian Dollars
For the years ended July 31, 2014 and 2013
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(d) Financial Instruments (continued)
(i)

Non-derivative financial assets (continued)
Loans and receivables
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition loans and receivables are measured at amortized cost using the effective
interest method, less any impairment losses.

(ii) Non-derivative financial liabilities
Nighthawk initially recognizes debt securities issued and subordinated liabilities on the date that they are
originated. All other financial liabilities (including liabilities designated at fair value through profit or loss) are
recognized initially on the trade date at which Nighthawk becomes a party to the contractual provisions of the
instrument.
Nighthawk derecognizes a financial liability when its contractual obligations are discharged or cancelled or
expire.
Financial assets and liabilities are offset and the net amount presented in the consolidated statement of financial
position when, and only when, Nighthawk has a legal right to offset the amounts and intends either to settle on a
net basis or to realize the asset and settle the liability simultaneously.
Nighthawk's non-derivative financial liabilities comprise accounts payable and accrued liabilities and the Secured
Notes.
Such financial liabilities are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition these financial liabilities are measured at amortized cost using the effective
interest method.
(e) Cash
Cash includes balances held with a Canadian chartered bank.
(f) Exploration and Evaluation Assets
Exploration and evaluation costs, including the costs of acquiring claims, are capitalized as exploration and
evaluation assets on an area of interest basis pending determination of the technical feasibility and the commercial
viability of the project. Capitalized costs include costs directly related to exploration and evaluation activities in the
area of interest. General and administrative costs are only allocated to the asset to the extent that those costs can be
directly related to operational activities in the relevant area of interest. Pre-exploration costs are expensed unless it is
considered probable that they will generate future economic benefits. When a claim is relinquished or a project is
abandoned, the related costs are recognized in profit or loss immediately.
Exploration and evaluation assets are assessed for impairment if facts and circumstances suggest that the carrying
amount exceeds the recoverable amount (note 3(h)).
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NIGHTHAWK GOLD CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Presented in Canadian Dollars
For the years ended July 31, 2014 and 2013
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(f) Exploration and Evaluation Assets (continued)
Once the technical feasibility and commercial viability of the extraction of mineral resources in an area of interest are
demonstrable, exploration and evaluation assets attributable to that area of interest are first tested for impairment
and then reclassified to mining property and development assets within property, plant and equipment and
intangibles.
Ownership in mineral properties involves certain risks due to the difficulties in determining the validity of certain
claims as well as the potential for problems arising from the frequently ambiguous conveyance history characteristics
of many mining interests. Nighthawk has investigated the ownership of its mineral properties and, to the best of its
knowledge, ownership of its interests are in good standing.
(g) Borrowing Costs
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets are capitalized
as part of the cost of the asset until such time as the assets are substantially ready for their intended use. Qualifying
assets are those that necessarily take a substantial period of time to prepare for its intended use or sale. All other
borrowing costs are recognized as interest or accretion expense in the statement of loss in the period in which they
are incurred. Nighthawk capitalizes that portion of its borrowing costs related to the Secured Notes (note 8) which
relate to the acquisition of the Colomac Gold Project.
(h) Impairment
(i)

Financial assets
A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine
whether there is any objective evidence that it is impaired. A financial asset is considered to be impaired if
objective evidence indicates that one or more events have had a negative effect on the estimated future cash
flows of that asset.
An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference
between its carrying amount, and the present value of the estimated future cash flows discounted at the original
effective interest rate. All impairment losses are recognized in profit or loss.
Individually significant financial assets are tested for impairment on an individual basis. The remaining financial
assets are assessed collectively in groups that share similar credit risk characteristics.
An impairment loss is reversed if the reversal can be related objectively to an event occurring after the
impairment loss was recognized. For financial assets measured at amortized cost, the reversal is recognized in
profit or loss.

(ii) Non-financial assets
The carrying amounts of Nighthawk's non-financial assets, other than deferred tax assets, are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists then the
asset’s recoverable amount is estimated.
The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. For the purpose of impairment testing, assets are grouped together into the smallest group
of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or groups of assets (the cash-generating unit).
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NIGHTHAWK GOLD CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Presented in Canadian Dollars
For the years ended July 31, 2014 and 2013
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(h) Impairment (continued)
(ii) Non-financial assets (continued)
An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. Impairment losses are recognized in profit or loss. Impairment losses recognized in respect
of cash-generating units are allocated first to reduce the carrying amount of any goodwill allocated to the units
and then to reduce the carrying amount of the other assets in the unit (group of units) on a pro-rata basis.
In respect of other assets, impairment losses recognized in prior periods are assessed at each reporting date for
any indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been
a change in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined,
net of depreciation or amortization, if no impairment loss had been recognized.
(i) Share-Based Payment Transactions
The grant date fair value of share-based payment awards granted to employees is recognized as an employee
expense or capitalized to exploration and evaluation assets for grants to individuals working directly on mineral
properties, with a corresponding increase in equity, over the period that the employees unconditionally become
entitled to the awards. The amount recognized as an expense is adjusted to reflect the number of awards for which
the related service and non-market vesting conditions are expected to be met, such that the amount ultimately
recognized as an expense is based on the number of awards that do meet the related service and non-market
performance conditions at the vesting date. For share-based payment awards with non-vesting conditions, the grant
date fair value of the share-based payment is measured to reflect such conditions and there is no adjustment for
differences between expected and actual outcomes. Fair values of share-based payments (including stock options)
are determined based on estimated fair values at the time of grant using the Black-Scholes option pricing model
using the management assumptions disclosed in note 11 (b) and note 11 (c) for warrants and stock options,
respectively. An individual is classified as an employee when the individual is an employee for legal or tax purposes
(direct employee) or provides services similar to those performed by a direct employee, including Directors of
Nighthawk.
Share-based payment arrangements in which Nighthawk receives goods or services as consideration for its own
equity instruments are accounted for as equity-settled share-based payment transactions. These transactions are
measured at the fair value of goods or services received, unless that fair value cannot be estimated reliably, in which
case, they are measured indirectly, by reference to the fair value of the equity instruments granted.
(j) Provisions and Asset Retirement Obligations
A provision is recognized if, as a result of a past event, Nighthawk has a present legal or constructive obligation that
can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the
obligation. Provisions, including asset retirement obligations, are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the liability. The unwinding of the discount is recognized as finance cost.
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NIGHTHAWK GOLD CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Presented in Canadian Dollars
For the years ended July 31, 2014 and 2013
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(k) Income Tax
Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognized for the
following temporary differences: the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit or loss, and differences relating to investments in
subsidiaries and jointly controlled entities to the extent that it is probable that they will not reverse in the foreseeable
future. In addition, deferred tax is not recognized for taxable temporary differences arising on the initial recognition of
goodwill. Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax
assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they
relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but
they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realized
simultaneously.
A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the
extent that it is probable that future taxable profits will be available against which they can be utilized. Deferred tax
assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.
(l) Share Capital
Common shares
Common shares are classified as equity. Incremental costs directly attributable to the issue of common shares
and share options are recognized as a deduction from equity, net of any tax effects.
Flow-through Shares
To the extent that Nighthawk issues common shares to subscribers on a flow-through basis at a premium to the
market value of non-flow through common shares, any such premium is recorded as a liability on Nighthawk's
consolidated statement of financial position at the time of subscription. This liability is reduced, on a pro-rata
basis, as Nighthawk fulfills its expenditure renunciation obligation associated with such flow-through share
issuances, with an offsetting amount recognized as income.
A deferred income tax liability equal to the tax value of flow-through expenditures renounced is recognized once
Nighthawk has fulfilled its obligations associated with the renunciation of related flow-through expenditures. In
respect of a retrospective renunciation, such obligation is considered to have been fulfilled once related
renunciation filings have been made with the appropriate taxation authorities. In respect of prospective
renunciation (i.e., a look-back renunciation), the obligation is considered to be fulfilled once related flow-through
expenditures have been incurred.
(m) Valuation of Equity Instruments in Private Placements
Nighthawk has adopted a relative fair value method with respect to the measurement of common shares and
warrants issued as private placement units. Warrants attached to units are valued using the Black-Scholes option
pricing model and the share price at the time of financing, and the shares are valued based on quoted market price.
The proceeds from the issue of units are allocated between share capital and reserve for warrants. If and when the
warrants are exercised, the applicable amounts of reserve for warrants are transferred to share capital. Any
consideration paid on the exercise of the warrants is credited to capital stock. For those warrants that expire after
vesting, the recorded value is transferred to share-based payment reserve.
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NIGHTHAWK GOLD CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Presented in Canadian Dollars
For the years ended July 31, 2014 and 2013
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(m) Valuation of Equity Instruments in Private Placements (continued)
Warrants issued in connection with the Secured Notes (note 8) were valued using the Black-Scholes option pricing
model.
(n) Net Loss Per Share
Nighthawk presents basic and fully diluted net loss per share data for its common shares. Basic net loss per share is
calculated by dividing the net loss attributable to common shareholders of Nighthawk by the weighted average
number of common shares outstanding during the year, adjusted for own shares held. Fully diluted net loss per
share is determined by adjusting the net loss attributable to common shareholders and the weighted average
number of common shares outstanding, adjusted for own shares held, for the effects of all dilutive potential common
shares, which comprise warrants and stock options granted. The effect on the diluted net loss per share of the
exercise of the stock options and warrants described in note 13 would be anti-dilutive.
(o) Changes in Accounting Policies
Effective August 1, 2013, Nighthawk has adopted the following new and revised standards, along with any
consequential amendments. These changes were made in accordance with the applicable transitional provisions.
(i) IFRS 7, Financial Instruments, Disclosures, amended to provide more extensive quantitative disclosures for
financial instruments that are offset in the statements of financial position or that are subject to enforceable
master netting similar arrangements. Nighthawk has assessed and determined that the amendments to IFRS 7
did not result in any change in its disclosures for financial instruments.
(ii) IFRS 10, Consolidated Financial Statements, requires consolidation of an investee only if the investor possesses
power over the investee, has exposure to variable returns from its involvement with the investee and has the
ability to use its power over the investee to affect its returns. Detailed guidance is provided on applying the
definition of control. Nighthawk has assessed its consolidation conclusions on August 1, 2013 and determined
that the adoption of IFRS 10 did not result in any change in the consolidation status of any of its subsidiaries and
investees.
(iii) IFRS 11, Joint Arrangements, supersedes IAS 31, Interests in Joint Ventures, and requires joint arrangements to
be classified either as joint operations or joint ventures depending on the contractual rights and obligations of
each investor that jointly controls the arrangement. For joint operations, a company recognizes its share of
assets, liabilities, revenues and expenses of the joint operation. An investment in a joint venture is accounted for
using the equity method as set out in IAS 28, Investments in Associates and Joint Ventures (amended in 2011).
The other amendments to IAS 28 did not affect Nighthawk. Nighthawk has concluded that the adoption of IFRS
11 did not result in any changes in the accounting.
(iv) IFRS 12, Disclosure of Interest in Other Entities, requires the disclosure of information that enables users of
financial statements to evaluate the nature of, and risks associated with an entity's interests in other entities and
the effects of those interests on its financial position, financial performance and cash flows. Nighthawk has
assessed and determined that the adoption of IFRS 12 did not result in any change in its disclosures of interests
in other entities.
(v) IFRS 13, Fair Value Measurement provides the guidance on the measurement of fair value and related
disclosures through a fair value hierarchy. Nighthawk's adoption of IFRS 13 did not have a material financial
impact upon the audited consolidated financial statements.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(o) Changes in Accounting Policies (continued)
(vi) IAS 27, Separate Financial Statements, as a result of the issue of the new consolidation suite of standards, IAS
27 has been reissued, as the consolidation guidance will now be included in IFRS 10. IAS 27 will now only
prescribe the accounting and disclosure requirement for investments in subsidiaries, joint ventures and
associates when an entity prepares separate financial statements. Nighthawk does not prepare separate
financial statements, therefore, IAS 27 does not impact Nighthawk.
(vii) IAS 28, Investments in Associates and Joint Ventures, as a consequence of the issue of IFRS 10, IFRS 11 and
IFRS 12, IAS 28 has been amended and will provide the accounting guidance for investments in associates and
to set out the requirements for the application of the equity method when accounting for investments in
associates and joint ventures. The amended IAS 28 will be applied by all entities that are investors with joint
control of, or significant influence over, an investee. None of these disclosure requirements are applicable for
interim condensed consolidated financial statements, unless significant events and transactions in the interim
period requires that they are provided. Accordingly, Nighthawk has not made such disclosures.
(viii) IAS 32, Financial Instruments, Presentation, was amended to clarify the requirements for offsetting financial
assets and liabilities. The amendments clarify that the right of offset must be available on the current date and
cannot be contingent on a future date. Nighthawk has early adopted IAS 32 effective on August 1, 2013 and
determined that there was no significant impact on the financial statements.
(p) Recent Accounting Pronouncements
Certain pronouncements were issued by the IASB are mandatory for accounting periods after July 31, 2014 or later
periods. Many are not applicable or do not have a significant impact to Nighthawk and have been excluded from the
discussion below. The following have not yet been adopted and are being evaluated to determine their impact on
Nighthawk.
(i)

IFRS 9, Financial Instruments, (“IFRS 9”) was issued by the IASB in October 2010 and will replace IAS 39,
Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 uses a single approach to determine
whether a financial asset is measured at amortized cost or fair value, replacing the multiple rules in IAS 39. The
approach in IFRS 9 is based on how an entity manages its financial instruments in the context of its business
model and the contractual cash flow characteristics of the financial assets. Most of the requirements in IAS 39
for classification and measurement of financial liabilities were carried forward unchanged to IFRS 9. The new
standard also requires a single impairment method to be used, replacing the multiple impairment methods in IAS
39. IFRS 9 is effective for annual periods beginning on or after August 1, 2018. Nighthawk will evaluate the
impact of adopting IFRS 9 on its consolidated financial statements, including the possibility of early adoption in
future periods.

(ii)

In May 2013, the IASB issued IFRIC 21, Levies. IFRIC 21 is effective for annual periods beginning on or after
January 1, 2014 and is to be applied retrospectively. IFRIC 21 provides guidance on accounting for levies in
accordance with IAS 37, Provisions, Contingent Liabilities and Contingent Assets. The interpretation defines a
levy as an outflow from an entity imposed by a government in accordance with legislation and confirms that an
entity recognizes a liability for a levy only when the triggering event specified in the legislation occurs. Nighthawk
intends to adopt IFRIC 21 in its financial statements for the annual period beginning August 1, 2014. The extent
of the impact of adoption of IFRIC 21 has not yet been determined.
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4.

CRITICAL ACCOUNTING ESTIMATES AND SIGNIFICANT JUDGEMENTS
The preparation of these audited consolidated financial statements requires management to make certain estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the audited consolidated financial
statements and reported amounts of revenues and expenses during the reporting period. Actual outcomes could differ
from these estimates. These audited consolidated financial statements include estimates which, by their nature, are
uncertain. The impacts of such estimates are pervasive throughout the audited consolidated financial statements, and
may require accounting adjustments based on future occurrences. Revisions to accounting estimates are recognized in
the period in which the estimate is revised and future periods if the revision affects both current and future periods.
These estimates are based on historical experience, current and future economic conditions and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.
Significant assumptions about the future and other sources of estimation and judgemental uncertainty that management
has made at the consolidated statement of financial position reporting date, that could result in a material adjustment to
the carrying amounts of assets and liabilities, in the event that actual results differ from assumptions made, relate to, but
are not limited to, the following:
(i) Nighthawk assesses the carrying value of exploration and evaluation assets at each reporting period to
determine whether any indication of impairment exists. When an impairment exists, the calculation of
recoverable amount requires the use of estimates and assumptions such as long-term commodity prices,
discount rates, recoverable metals, and operating performance;
(ii) the calculation of the fair value of warrants, broker warrants and stock options issued by Nighthawk requires the
use of estimates of inputs in the Black-Scholes option pricing valuation model;
(iii) the calculation of the reclamation liability and provision for service obligation, being the present value of the
estimated costs to restore the properties is discounted at rates which reflect current market assessments and
the risks specific to the liability. The calculation requires management to estimate the total restoration costs,
timing of remediation and an appropriate discount rate; and
(iv) valuation of deferred income taxes, flow-through premium liability and income and the writedown of equipment.

5.

RESTRICTED CASH
During the year ended July 31, 2011, Nighthawk posted two irrevocable standby letters of credit with a Canadian
chartered bank in the amount of $401,000 (collectively, the "Permit LOC's") to provide security under its land use permit
and water access licence for the existing reclamation work associated with the Damoti Reclamation Obligation
(notes 7 and 10) as well as with its exploration activities relating to the Indin Lake Gold Property in the Northwest
Territories, Canada. In March 2012, Nighthawk posted additional security of $78,000 (the "Additional Security") upon
receiving approval on its updated land use permit, which was submitted to support its expanded exploration activities on
its Indin Lake Gold Property. The updated land use permit is valid until February 2017 and the water access licence is
valid until February 2019. The Permit LOC's are secured by guaranteed investment certificates (the "Permit GIC's") at a
Canadian chartered bank for the same amount. The Permit GIC's and the Additional Security may be recovered by
Nighthawk at expiration of the land use permit and water access licence in absence of any environmental disturbances
provided Nighthawk carries out activities to satisfy the Damoti Reclamation Obligation.
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5.

RESTRICTED CASH (continued)
On January 26, 2012, under the terms of its agreement to acquire 100% ownership of the mineral claims and leases of
the former producing Colomac Gold Mine (the “Colomac Gold Project”) (note 7), Nighthawk entered into three letters of
credit totaling $5,000,000 at a Canadian chartered bank in favour of Aboriginal Affairs and Northern Development
Canada (“AANDC”) to secure Nighthawk's service obligation to perform reclamation services on three other sites as
follows: $3,000,000 for the Diversified site, $1,000,000 for the Chalco Lake site and $1,000,000 for the Spider Lake site
(collectively, the "Colomac LOC's") (note 9). The Colomac LOC's are secured by guaranteed investment certificates (the
"Colomac GIC's") at a Canadian chartered bank for the same amounts. Upon completion of the service obligation with
respect to each reclamation site to the satisfaction of an independent third party engineer, the Colomac LOC's with
respect to each site will be released and the hold restriction on the related Colomac GIC will be eliminated.
In Fiscal 2013, the reclamation activities at the Chalco Lake site were completed and the approval of the third party
engineer was obtained. As a result, the Colomac LOC with respect to the Chalco Lake site was released and the hold
restriction on $1,002,808 (including accrued interest of $2,808) was eliminated at that time (note 9).
Permit
security

Balance - July 31, 2012

$

Interest earned on restricted cash
Termination of Colomac LOC related to Chalco Lake

485,284 $
2,935
-

Balance - July 31, 2013
Interest earned on restricted cash
Balance - July 31, 2014

6.

Colomac
GIC's

$

Total
restricted cash

5,028,402 $

5,513,686

57,571
(1,002,808)

60,506
(1,002,808)

488,219

4,083,165

4,571,384

6,273

48,818

55,091

494,492 $

4,131,983 $

4,626,475

EQUIPMENT
As at July 31, 2014 and 2013

Cost

Mining equipment

$

Accumulated
amortization

85,000 $

-

Net
$

85,000

This mining equipment was not available for use during the years ended July 31, 2014 and 2013, therefore no
amortization has been recorded.
7.

EXPLORATION AND EVALUATION ASSETS

Mineral Property

Option &
acquisition
costs

Exploration

Balance
July 31,
2013

Option &
acquisition
costs

Exploration

Balance
July 31,
2014

Indin Lake Gold Property $ 9,496,993 $ 20,592,097 $ 30,089,090 $ 10,133,416 $ 22,659,779 $ 32,793,195
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7.

EXPLORATION AND EVALUATION ASSETS (continued)
Indin Lake
Gold Property

Mineral Property

Balance - July 31, 2012

$ 27,348,362

Option payments
Acquisition costs
Exploration expenditures(a)

225,000
692,680
1,823,048

Balance - July 31, 2013

30,089,090

Option payments
Acquisition costs
Exploration expenditures(a)

500,000
136,423
2,067,682

Balance - July 31, 2014

$ 32,793,195

(a) Exploration expenditures for the year ended July 31, 2014 includes $69,564 (2013 - $80,839) of capitalized stock-based
compensation.

Indin Lake Gold Property
In August 2008, Nighthawk acquired 6 mining leases and 6 mining claims (the "Damoti Lake Property") which lie within
Nighthawk's Indin Lake Gold Property in the Indin Lake Greenstone Belt located approximately 200 kilometres north of
Yellowknife, Northwest Territories. The Damoti Lake Property is subject to an existing 2% net smelter return royalty.
Upon acquisition, a reclamation obligation existed at the Damoti Lake Property (the “Damoti Reclamation Obligation”).
At the time of acquisition, the estimated cost of the Damoti Reclamation Obligation could not be reliably measured.
Nighthawk has since carried out environmental assessments using a third party specialist and has estimated the cost of
the Damoti Reclamation Obligation to be $401,150 (note 10). Nighthawk has capitalized the Damoti Reclamation
Obligation, and related assessment costs, as acquisition costs related to the Damoti Lake Property as the liability was
assumed at acquisition. During the year ended July 31, 2014, Nighthawk incurred $101,993 (2013 - $47,073) of
assessment costs which have been capitalized as acquisition costs.
Under agreements dated January 7, 2011, and as amended on April 4, 2013, Nighthawk acquired a 100% interest in 15
mining leases and 3 mining claims (the "Indin Lake Properties") within the Indin Lake Greenstone Belt, subject to
existing net smelter royalties on certain claims ranging from 2% to 5%, by making payments totalling $725,000 in
tranches as follows:
-

Upon execution of the agreement: $150,000 (paid);
By July 31, 2012: $100,000 (paid in cash);
By April 12, 2013: $225,000 (paid in cash); and
By July 31, 2014: $250,000 - paid through the issuance of 438,596 common shares (the number of
common shares issued was calculated based on the 30-day volume weighted average share price as of
July 28, 2013 ($0.57); the fair value of the common shares issued was $263,158, calculated based on the
closing common share price of Nighthawk on July 28, 2014 ($0.60) (note 11(a)), resulting in a loss on
settlement of mineral property option payment of $13,158).

In January and April 2011, Nighthawk staked 107 additional mining claims in the Northwest Territories which link the
Indin Lake Properties and the Damoti Lake Property, thereby consolidating much of the Indin Lake Gold Property's
ground.
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7.

EXPLORATION AND EVALUATION ASSETS (continued)
In January 2012, Nighthawk completed an agreement to acquire 100% ownership of the mineral claims and leases of the
Colomac Gold Project, located within the Indin Lake Greenstone Belt and contiguous to and surrounded by Nighthawk's
existing Indin Lake Gold Property in the Northwest Territories, from AANDC. As consideration for the Colomac Gold
Project, Nighthawk committed to perform reclamation services on three other sites within the Indin Lake Gold Property
land package which are the responsibility of AANDC: the Diversified, Chalco Lake, and Spider Lake sites. The obligation
for the reclamation services is to be carried out on behalf of AANDC to a maximum of $5,000,000 (note 9).
Under an agreement dated December 18, 2013, Nighthawk was granted an option to acquire a 100% interest in 4
contiguous mining leases adjacent to Nighthawk's existing Indin Lake Gold Property . To exercise this option, Nighthawk
is required to make payments totalling $1,550,000 in tranches as follows:
- Upon execution of the agreement: $125,000 in cash (paid);
- Upon execution of the agreement: $125,000 paid through the issuance of 353,669 common shares (paid;
the number of common shares issued was calculated based on the 30-day volume weighted average share
price as of December 18, 2013 ($0.35); the fair value of the common shares issued was $114,942,
calculated based on the closing common share price of Nighthawk on December 18, 2013 ($0.325)
(note 11(a)), resulting in a gain on settlement of mineral property option payment of $10,058);
- On or before December 31, 2014: $300,000;
- On or before December 31, 2015: $450,000; and
- On or before December 31, 2016: $550,000.
Nighthawk has the option to satisfy one-half of each of the option payments in common shares, subject to receipt of
requisite approval including the approval of the TSX Venture Exchange. If the option is exercised, the vendor would also
retain a net smelter royalty of 2.5% on any minerals produced from these claims, of which 1.5% can be repurchased by
Nighthawk for $1,500,000.

8.

SECURED NOTES
Issued
January 20, 2012
Present value of the principal - $7,000,000 payable July 20, 2013
Present value of the interest - $1,375,998 payable July 20, 2013

$

Total liability component at issuance of Secured Notes
Equity component allocated to Secured Note Warrants (by deduction)

5,198,565
1,021,889
6,220,454
779,546

Proceeds of Secured Notes

$
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8.

SECURED NOTES (continued)
Liability
component

Balance - July 31, 2011

$

Liability component at issuance of Secured Notes
Accretion

6,220,454
689,170

Balance - July 31, 2012

6,909,624

Accretion
Cash repayments
Fair value of common shares issue for debt settlement
Loss on debt settlement

868,849
(2,052,226)
(6,447,895)
721,648

Balance - July 31, 2013

$

-

On January 20, 2012, Nighthawk completed a non-brokered private placement offering of secured notes (the “Secured
Notes”) for a principal amount of $7,000,000, $5,000,000 of which was used to acquire the Colomac Gold Project. The
Secured Notes paid interest at a rate of 12% per annum, compounded monthly, were payable in cash at maturity on July
20, 2013, and were secured by a general security agreement on the real and personal property of Nighthawk. Nighthawk
could prepay the Secured Notes without penalty, provided that any interest owed to the date of prepayment was also paid
to the Secured Note holders. In connection with the issuance of the Secured Notes, the Secured Note holders were
issued 600,000 warrants (the “Secured Note Warrants”) upon the closing of Nighthawk's acquisition of the Colomac
Gold Project (note 7). Each Secured Note Warrant entitled the holder to acquire one common share at an exercise price
of $1.75 per share until July 20, 2013. On July 20, 2013, 600,000 Secured Note Warrants expired unexercised.
The present value of the liability component of the debt was calculated at a rate of 20%, Nighthawk's estimated market
rate of debt considering no equity component. The equity component, being the difference between the principal and the
present value of the liability component, was valued at $779,546 and has been allocated to the Secured Note Warrants.
The Secured Notes were classified as a financial liability measured at amortized cost and carried net of unamortized
discount from par value. The discount was amortized using the effective interest method, at an effective rate of 20% per
annum. For the year ended July 31, 2013, total non-cash accretion of the discount was $868,849, of which $620,606 was
capitalized to acquisition costs related to the Colomac Gold Project (note 7) and $248,243 was included in accretion
expense.
In February 2013, Nighthawk repaid $2,052,226 of outstanding principal and interest of the Secured Notes in cash. A
loss on debt settlement of $61,023 was realized on the difference between the liability component and the settlement
value. In March 2013, Nighthawk settled $5,787,270 of outstanding principal, interest and accretion of the Secured Notes
by the issuance of 9,919,838 common shares of Nighthawk at a price of $0.60 per share. The shares issued were valued
at their fair value of $0.65 per share on the issuance date which generated a loss on debt settlement of $660,625, which
represents the difference between the remaining liability component and the settlement value. As a result, the Secured
Notes were repaid in full and the general security on Nighthawk’s real and personal property has been removed from
title. A total loss on settlement of $721,648 was recognized and expensed on the statement of comprehensive loss.
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9.

PROVISION FOR SERVICE OBLIGATION
As consideration for the Colomac Gold Project (note 7), Nighthawk committed to perform reclamation services on three
other sites within the Indin Lake Gold Property land package which are the responsibility of AANDC: Diversified, Chalco
Lake, and Spider Lake. The obligation for the reclamation services is to be carried out on behalf of AANDC to a
maximum of $5,000,000. Upon closing, Nighthawk entered into the Colomac LOC's totaling $5,000,000 in favour of
AANDC to secure Nighthawk's obligation to perform the services for each site. The Colomac LOC's are secured by the
Colomac GIC's at a Canadian chartered bank for the same amounts (note 5). Nighthawk did not assume the reclamation
liabilities of these three sites. Upon completion of the service obligation with respect to each site to the satisfaction of an
independent third party engineer, the Colomac LOC's with respect to each site will be released and the hold restriction on
the related Colomac GIC will be eliminated. In March 2013, the reclamation activities at the Chalco Lake site were
completed and approvals of the third party engineer were obtained.
Service
obligation

Balance - July 31, 2012

$

Work completed under service obligation

3,526,475
(482,747)

Balance - July 31, 2013

3,043,728

Work completed under service obligation

(20,077)

Balance - July 31, 2014

$

3,023,651

10. RECLAMATION PROVISION
Upon acquisition of the Damoti Lake Property (note 7), the Damoti Reclamation Obligation existed at the Damoti Lake
Property. At the time of acquisition, the estimated cost of the Damoti Reclamation Obligation could not be reliably
measured. Nighthawk has since carried out environmental assessments using a third party specialist and estimated the
cost of the Damoti Reclamation Obligation to be $401,150. Nighthawk posted the Permit GIC's, to secure the Permit
LOC's, and remitted the Additional Security for an amount of $479,000 (note 5) to provide security under its land use
permit and water access licence for the Damoti Reclamation Obligation as well as for exploration activities relating to the
Indin Lake Gold Property.
Amount
Balance - July 31, 2012, July 31, 2013 and July 31, 2014

$

20

401,150

NIGHTHAWK GOLD CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Presented in Canadian Dollars
For the years ended July 31, 2014 and 2013
11. SHARE CAPITAL
(a) Common Shares
Authorized Capital - Unlimited common shares
Issued
Number of
shares
Balance - July 31, 2012
Issuance of common shares on debt settlement (note 8)
Exercise of warrants
Fair value of warrants transferred to common shares
Balance - July 31, 2013
Issued for cash - private placements
Issued for cash - flow-through private placement
June 2014 Warrants
June 2014 Broker Warrants
Issue costs
Tax effect of share issue costs
Issuance of common shares for mineral property option (note 7)
Balance - July 31, 2014

Consideration

24,784,199 $ 23,950,496
9,919,838
2,495,001
-

6,447,895
1,746,501
571,712

37,199,038

32,716,604

2,737,500
17,262,500
792,265

1,095,000
6,905,000
(1,308,603)
(187,920)
(641,650)
160,413
378,100

57,991,303 $ 39,116,944

On May 8, 2014, Nighthawk completed a share consolidation on the basis of one post-consolidated common share
for every five pre-consolidated common shares (the "Share Consolidation"). The Share Consolidation reduced
Nighthawk's 187,763,533 issued and outstanding common shares to 37,552,705 post-consolidation common shares.
The exercise price of outstanding stock options, and the number of such options, were also proportionately adjusted
based upon the Share Consolidation. All historical information presented in the financial statements has been
adjusted to reflect the Share Consolidation.
On June 25, 2014, Nighthawk completed a brokered private placement financing of 17,262,500 flow-through units
(“June 2014 FT Units”) at a price of $0.40 per June 2014 FT Unit and 2,737,500 units (the “June 2014 Units”) at a
price of $0.40 per June 2014 Unit for gross proceeds of $8,000,000 (the “June 2014 Offering”). Each June 2014 FT
Unit and each June 2014 Unit consisted of one common share and one-half of one common share purchase warrant
(each whole warrant, a “June 2014 Warrant”). Each June 2014 Warrant entitles the holder to acquire one common
share at an exercise price of $0.50 per share until December 25, 2015.
Share issue costs with respect to the June 2014 Offering included a cash commission to agents equal to 6% of the
gross proceeds and 1,200,000 broker warrants (the “June 2014 Broker Warrants”) each of which is exercisable to
acquire one common share at a price of $0.45 until December 25, 2015.
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11. SHARE CAPITAL (continued)
(b) Warrants
Number of
warrants
Balance - July 31, 2012

8,244,693

Exercise of warrants
Expiry of warrants

Balance - July 31, 2014

Allocated
value

425,848 $

3,562,108

(2,495,001)
(2,919,452)

-

(571,712)
(1,691,743)

2,830,240

425,848

1,298,653

10,000,000
(2,830,240)

1,200,000
(425,848)

1,308,603
187,920
(1,298,653)

10,000,000

1,200,000 $

Balance - July 31, 2013
June 2014 Warrants
June 2014 Broker Warrants (note 11(a))
Expiry of warrants and broker warrants

Number of
broker
warrants

1,496,523

On July 20, 2013, 600,000 Secured Note Warrants expired unexercised.
On September 23, 2012, 854,452 warrants relating to private placements in September and December 2010 expired
unexercised.
On March 7, 2013, 1,465,000 warrants relating to a private placement in March 2011 expired unexercised.
On September 21, 2013, 2,830,240 warrants and 425,848 broker warrants relating to a private placement in March
2013 expired unexercised.
During the year ended July 31, 2014, the following warrants were issued and valued using the Black-Scholes option
pricing model parameters listed below (in each case with no dividends and a nil forfeiture rate):

Expiry date

June 2014 Warrants Dec. 25, 2015
June 2014 Broker
Warrants
Dec. 25, 2015

Black-Scholes Option Pricing Parameters
Risk-free
Expected life
Volatility
interest rate
(years)
factor

Exercise price

Grant date
stock price

$0.50

$0.33

1.03%

1.5

123%

$0.15

$0.45

$0.33

1.03%

1.5

123%

$0.16

Fair value

A summary of Nighthawk’s outstanding warrants (including broker warrants) at July 31, 2014 is presented below:

Issue date
June 2014 Warrants
June 2014 Broker Warrants

Number of
warrants and
broker warrants
10,000,000
1,200,000

Exercise price
$0.50
$0.45

Expiry date
December 25, 2015
December 25, 2015

11,200,000
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11. SHARE CAPITAL (continued)
(b) Warrants (continued)
Option pricing models require the use of highly subjective estimates and assumptions including the expected stock
price volatility. Volatility is based on the historical volatility of Nighthawk. Changes in the underlying assumptions can
materially affect the fair value estimates.
Brokers warrants issued to non-employees have been valued using the fair value of the equity instruments granted in
the absence of a reliable estimate of the fair value of the goods or services rendered.
(c) Contributed Surplus
Share-based Payment Reserve
Balance - July 31, 2012

$

Stock-based compensation
Expiry of warrants

3,331,113
374,098
1,691,743

Balance - July 31, 2013

5,396,954

Stock-based compensation
Expiry of warrants and broker warrants

207,428
1,298,653

Balance - July 31, 2014

$

6,903,035

Stock Options
Nighthawk has a stock option plan under which stock options may be granted to Nighthawk’s directors, senior
officers, employees, consultants and consultant companies. The stock option plan: (i) provides that the number of
common shares reserved for issuance, within a one year period, to any one optionee, shall not exceed 5% of the
outstanding common shares; (ii) provides the maximum number of common shares reserved for issuance pursuant
to options granted to insiders may not exceed 10%; (iii) and contains other provisions to ensure the stock option plan
is compliant with stock exchange regulations. The options granted vest immediately or as otherwise determined by
Nighthawk's Board of Directors.
Number of
options
Balance - July 31, 2012
Granted
Expired
Balance - July 31, 2013
Granted
Expired
Balance - July 31, 2014

Weighted
average
exercise price

1,549,000 $

1.25

940,000
(48,000)

0.65
1.05

2,441,000

1.02

656,000
(1,451,000)

0.50
1.27

1,646,000 $
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(c) Contributed Surplus (continued)
During the years ended July 31, 2014 and 2013, the following stock options, which vested immediately, were issued
and valued using the Black-Scholes option pricing model parameters listed below (in each case with no dividends
and a nil forfeiture rate):

Expiry date

Black-Scholes option pricing parameters
Risk-free
Expected life
Volatility
interest rate
(years)
factor

Number of
options

Exercise price

Grant date
stock price

110,000
70,000
760,000

$0.75
$0.75
$0.60

$0.65
$0.55
$0.45

1.43%
1.17%
1.69%

3.0
3.0
5.0

106%
106%
150%

$0.41
$0.33
$0.40

656,000

$0.50

$0.375

1.53%

5.0

131%

$0.32

Fair value

Fiscal 2013
February 5, 2016
February 15, 2016
July 15, 2018

Fiscal 2014
November 29, 2018

A summary of Nighthawk’s outstanding stock options at July 31, 2014 is presented below:

Issue date
August 25, 2011
October 28, 2011
February 5, 2013
February 15, 2013
July 15, 2013
November 29, 2013

Options
outstanding

Options
exercisable

Exercise price

Weighted average
remaining life
(years)

30,000
20,000
110,000
70,000
760,000
656,000

30,000
20,000
110,000
70,000
760,000
656,000

$1.10
$1.25
$0.75
$0.75
$0.60
$0.50

0.1
0.2
1.5
1.5
4.0
4.3

1,646,000

1,646,000

$0.59

3.7

The weighted average exercise price of the outstanding and exercisable options was $0.59. The weighted average
remaining contractual life of outstanding options is 3.7 years.
Option pricing models require the use of highly subjective estimates and assumptions including the expected stock
price volatility. Volatility is based on the historical volatility of Nighthawk. Changes in the underlying assumptions can
materially affect the fair value estimates.
The options issued to non-employees were valued using the fair value of the equity instrument granted in the
absence of a reliable estimate of the fair value of the goods or services received.
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12. INCOME TAXES
Income taxes has been calculated as follows:
For the years ended July 31,
$

Loss before income taxes
Canadian combined federal and provincial tax rate
Expected income tax recovery at Canadian statutory rate
Stock-based compensation
Other non-deductible expenses
Loss on settlement of mineral property option payments
Flow-through share premium
Loss on debt settlement
Capital effect of renunciation of Canadian exploration expenditures
Capitalized non-deductible costs
Benefits of assets not previously recognized
Change in tax rate and other

$

$

Deferred income tax provision (recovery)

2014

2013

(959,286) $

(1,773,675)

26.50 %
(254,211) $
36,534
822
(52,228)
(312,709)

26.50 %
(470,024)
77,714
257,805
(209,443)
(65,710)
761,610
185,883
(132,622)
30,648

(581,792) $

435,861

Nighthawk’s deferred tax liability is comprised of the following temporary differences:
As at July 31,

2014

Exploration and evaluation assets
Losses carried forward
Share issue costs
Equipment and intangibles
Investment tax credits

$

(4,232,582) $
2,233,868
284,662
160,432
355,364

(4,232,582)
1,778,742
258,538
54,128
200,713

$

(1,198,256) $

(1,940,461)

At July 31, 2014, Nighthawk had unclaimed non-capital losses that expire as follows:
Year of Expiry
2016
2027
2028
2029
2030
2031
2032
2033
2034

$

23,654
164,892
233,709
764,642
606,254
1,101,119
2,045,181
2,533,782
1,518,135

$

8,991,368

2013
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13. NET LOSS PER SHARE
Net loss per share has been calculated using the weighted average number of shares outstanding during the years
ended July 31, 2014 and 2013.
For the years ended July 31,
Net loss for the year
Basic and fully diluted weighted average number of shares outstanding during the year
Basic and fully diluted net loss per share

2014

2013

$

(377,494) $ (2,209,536)
39,393,261
28,745,036
$
(0.01) $
(0.08)

Fully diluted weighted average common shares outstanding for the years ended July 31, 2014 and 2013 are not reflective
of the outstanding stock options, warrants and broker warrants as their exercise would be anti-dilutive in the loss per
share calculation.
14. SUPPLEMENTARY CASH FLOW INFORMATION
Amounts paid and received for interest are included in cash flows from operating activities on the audited consolidated
statements of cash flows.
Non-cash investing and financing activities include the following:
For the years ended July 31,
Fair value of common shares issued for mineral property options (note 7)
June 2014 Broker Warrants issued
Stock-based compensation included in exploration and evaluation assets
Fair value of common shares issued for debt settlement
Capitalized accretion expense - Indin Lake Gold Property

2014
$

$

378,100 $
187,920
69,564
$

2013
80,839
6,447,895
620,606

15. RELATED PARTY DISCLOSURES
(a) Director and Executive Management Compensation
Directors and executive management's compensation for the years ended July 31, 2014 and 2013 consisted of the
following:
For the years ended July 31,
Cash compensation
Employment benefits
Fair value of stock options

2014

2013

$

403,500 $
6,800
207,428

461,000
256,918

$

617,728 $

717,918
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15. RELATED PARTY DISCLOSURES (continued)
(a) Director and Executive Management Compensation (continued)
Directors and executive management received the following stock options during the years ended July 31, 2014 and
2013:

Expiry date

Black-Scholes option pricing parameters
Risk-free
Expected life
Volatility
interest rate
(years)
factor

Number of
options

Exercise price

Grant date
stock price

656,000

$0.50

$0.375

1.53%

5.0

131%

$0.32

40,000
70,000
540,000

$0.75
$0.75
$0.12

$0.65
$0.55
$0.45

1.43%
1.17%
1.69%

3.0
3.0
5.0

106%
106%
150%

$0.41
$0.33
$0.40

Fair value

Fiscal 2014
November 29, 2018

Fiscal 2013
February 5, 2016
February 15, 2016
July 15, 2018

The total fair value of stock options granted to directors and executive management for the year ended July 31, 2014
was $207,428 (2013 - $256,918). All of the stock options granted vested immediately on the date of grant and have a
contractual life of 5 years from the date of grant.
Stock-based compensation of $69,564 to executive management has been capitalized to the exploration and
evaluations assets for the year ended July 31, 2014 (2013 - $80,839).
(b) Director and Executive Management Transactions
The aggregate value of transactions and outstanding balances relating to entities over which directors and executive
management have control or significant influence were as follows:
Transaction value
for the years ended July 31,

Transaction
Office and administration support
Rent
Consulting
Geological consulting

Note
(1)
(1)
(2)
(3)

2014

2013

Balance outstanding
as at July 31,

2014

2013

$

$
180,000
135,000

135,000 $
97,500
180,000
135,000

$
11,250

11,250

$

315,000 $

547,500 $

11,250 $

11,250

(1) Effective February 1, 2011, Nighthawk entered into an office administration support and rent agreement with Raven Hill
Partners Inc., a company related to David Wiley, the Chief Executive Officer and a Director of Nighthawk. The agreement
was terminated on April 30, 2013. For the year ended July 31, 2014, the fees paid under the terms of the agreement were
$nil (2013 - $135,000) for office administration support and $nil (2013 - $97,500) for rent. At July 31, 2014, the balance
owed was $nil (July 31, 2013 - $nil).
(2) During the year ended July 31, 2014, Nighthawk paid consulting fees of $180,000 (2013 - $180,000) to Heather Grace &
Co., a company controlled by David Wiley, the Chief Executive Officer and a Director of Nighthawk. At July 31, 2014, the
balance owed was $nil (July 31, 2013 - $nil).
(3) During the year ended July 31, 2014, Nighthawk paid geological consulting fees of $135,000 (2013 - $135,000) to Byron
Geological Inc., a company controlled by Dr. Michael Byron, a Director of Nighthawk. At July 31, 2014, the balance owed
was $11,250 (July 31, 2013 - $11,250).
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16. MANAGEMENT OF CAPITAL RISK
Nighthawk’s capital management objective is to obtain adequate levels of funding to support its exploration activities, to
obtain corporate and administrative functions necessary to support organizational functioning and obtain sufficient
funding to further the identification and development of precious metal deposits. Achieving this objective requires
management to consider the underlying nature of exploration activities, availability of capital, the cost of various capital
alternatives and other factors.
Nighthawk raises capital, as necessary, to meet its needs and take advantage of perceived opportunities and, therefore,
does not have a numeric target for its capital structure. Funds are primarily secured through equity capital raised by way
of private placements. There can be no assurance that Nighthawk will be able to continue raising equity capital in this
manner.
Establishing and adjusting capital requirements is a continuous management process. Exploration involves a high
degree of “discovery” risk and substantial uncertainties about the ultimate ability of Nighthawk to achieve positive cash
flows from operations. Consequently, management primarily funds Nighthawk’s exploration activities and administrative
costs by issuing share capital rather than using other capital sources that require fixed repayments of principal or
interest. Nighthawk will continue to assess new properties and seek to acquire an interest in additional properties if it
feels there is sufficient geologic or economic potential and if it has adequate financial resources to do so.
Development activities may begin once a property’s mineral reserves are estimated and Nighthawk makes a positive
production decision. At this point, management may consider other sources of financing such as senior debt or
convertible debentures as a means to reduce equity dilution.
Nighthawk’s capital under management at July 31, 2014 includes share capital of $39,116,944 (July 31, 2013 $32,716,604).
Nighthawk invests all capital that is surplus to its immediate operational needs in short-term, liquid and highly rated
financial instruments, such as cash, and short-term guarantee deposits, all held with major Canadian financial
institutions.
There were no changes in Nighthawk's approach to capital management during the year ended July 31, 2014 and
Nighthawk is not subject to any externally imposed capital requirements other than the restricted cash held as
guaranteed investment certificates at a Canadian chartered bank as security for the letters of credit posted with respect
to Damoti Reclamation Obligation and the Colomac Security (note 5).
As of July 31, 2014, Nighthawk had $5,424,019 of flow-through expenditure obligations remaining, which must be
expended by December 31, 2015.
17. MANAGEMENT OF FINANCIAL AND OTHER RISK
Nighthawk’s financial instruments are exposed to financial risks as summarized below:
(a) Fair Value
The carrying amount of cash, amounts receivable, and accounts payable and accrued liabilities represent their fair
value due to their short-term nature. The fair value of the restricted cash is equal to its carrying value. Fair value
represents the amount that would be exchanged in an arm’s length transaction between willing parties and is best
evidenced by a quoted market price if one exists.
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17. MANAGEMENT OF FINANCIAL AND OTHER RISK (continued)
(b) Credit Risk
Nighthawk's credit risk is primarily attributable to cash. Nighthawk has no significant concentration of credit risk
arising from operations. Restricted cash consists of guaranteed investment certificates, which secure Nighthawk's
two irrevocable standby letters of credit with a Canadian chartered bank (note 5) which Nighthawk considers to be a
reputable financial institution. Management therefore believes the risk of loss to be remote.
(c) Liquidity Risk
Nighthawk's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities when
due. As at July 31, 2014, Nighthawk had a cash balance of $7,821,278 (July 31, 2013 - $2,698,084) to settle current
liabilities of $1,632,591 (July 31, 2013 - $126,547). All of Nighthawk's financial trade liabilities have contractual
maturities of 30 days or less and are subject to normal trade terms.
(d) Interest Rate Risk
Nighthawk’s cash primarily includes highly liquid bank deposits that do not earn interest. Due to the short-term nature
of these financial instruments, fluctuations in market rates do not have a significant impact on estimated fair values
as of July 31, 2014. Restricted cash is not subject to cash flow interest rate risk due to the fixed rate of interest
thereon. Future cash flows from interest income on cash will be affected by interest rate fluctuations. Nighthawk
manages interest rate risk by maintaining an investment policy for short-term investments. This policy focuses
primarily on preservation of capital and liquidity. Nighthawk is exposed to interest rate price risk on fixed interest rate
instruments.
(e) Other Risk
Nighthawk is exposed to other risks as follows:
Commodity Price Risk
Nighthawk is exposed to price risk with respect to the commodity price of gold. Future declines in this commodity
price may impact the future profitability of Nighthawk and the valuation of its mineral properties. A significant
decline in gold prices may affect Nighthawk’s ability to obtain capital for the exploration and development of its
mineral resource properties.
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