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INDEPENDENT AUDITORS' REPORT
To the Shareholders
We have audited the accompanying financial statements of Niocan Inc., which comprise the balance
sheets as at December 31, 2010 and December 31, 2009, the statements of operations,
comprehensive loss and deficit, deferred exploration expenditures, and cash flows for the years then
ended, and notes, comprising a summary of significant accounting policies and other explanatory
information.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian generally accepted accounting principles, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, we consider internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to
provide a basis for our audit opinion.

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG International Cooperative
("KPMG International"), a Swiss entity.
KPMG Canada provides services to KPMG LLP.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of
Niocan Inc. as at December 31, 2010 and December 31, 2009, and the results of its operations and
its cash flows for the years then ended in accordance with Canadian generally accepted accounting
principles.
Emphasis of Matter
Without qualifying our opinion, we draw attention to note 1 in the financial statements which indicates
that the Company is still waiting for the authorization and obtaining the permits for the mining property
in Oka, and obtaining the financing to operate that property. These conditions, along with other
matters as set forth in note 1, indicate the existence of a material uncertainty that may cast significant
doubt about the Company's ability to continue as a going concern.

Chartered Accountants

March 3, 2011
Montréal, Canada

*CA Auditor permit no 18146

NIOCAN INC.
Balance Sheets
December 31, 2010 and 2009
2010

2009

Assets
Current assets:
Cash and cash equivalents (note 3 (h))
Sales tax receivable
Prepaid expenses

$

341,109
7,010
27,293

$

750,303
35,397
34,210

375,412

819,910

5,193

6,789

506,887

506,887

6,331,028

6,361,344

$ 7,218,520

$ 7,694,930

$

$

Equipment (note 4)
Land
Mining properties and deferred exploration expenses (note 5)

Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities
Shareholders' equity:
Capital stock (note 6)
Contributed surplus (note 7)
Deficit

178,277

246,477

12,853,902
1,210,200
(7,023,859)

12,853,902
1,173,450
(6,578,899)

7,040,243

7,448,453

$ 7,218,520

$ 7,694,930

Commitments and contingencies (note 13)

See accompanying notes to financial statements.

On behalf of the Board:
Hubert Marleau

Director

Terence Ortslan

Director

NIOCAN INC.
Statements of Operations, Comprehensive Loss and Deficit
Years ended December 31, 2010 and 2009
2010
Revenues:
Rent
Interests

$

10,600
1,865

2009

$

10,486
8,610

12,465

19,096

135,131
40,000
36,750
34,918
81,501
49,758
17,827
38,375
14,922
6,188
1,596
459

195,862
40,000
205,330
34,430
79,460
54,611
11,164
23,226
13,040
5,856
2,123
743

457,425

665,845

(444,960)

(646,749)

(6,578,899)

(5,932,150)

Deficit, end of year

$ (7,023,859)

$ (6,578,899)

Net loss per share, basic and diluted

$

$

Expenses:
Professional fees
Directors' fees
Cost of options granted (note 8)
Rent
Office and administration
Trustees and registration fees
Taxes and permits
Travel and business development
Insurance
Telecommunications and Website
Amortization
Interest and bank charges

Net loss and comprehensive loss
Deficit, beginning of year

See accompanying notes to financial statements.

(0.02)

(0.03)

NIOCAN INC.
Statements of Deferred Exploration Expenditures
Years ended December 31, 2010 and 2009

Balance, beginning of year
Environmental and feasibility studies
Tax credits relating to resources

Balance, end of year

See accompanying notes to financial statements.

2010

2009

$ 5,516,344

$ 5,021,557

40,469
(70,785)

427,598
67,189

(30,316)

494,787

$ 5,486,028

$ 5,516,344

NIOCAN INC.
Statements of Cash Flows
Years ended December 31, 2010 and 2009
2010
Cash flows from operating activities:
Net loss and comprehensive loss
Adjustments for:
Cost of options granted
Amortization
Net change in non-cash operating working capital

$ (444,960)

Cash flows from investing activities:
Deferred exploration expenses, net of credits
Decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

See accompanying notes to financial statements.

2009

$ (646,749)

36,750
1,596
(32,896)

205,330
2,123
92,298

(439,510)

(346,998)

30,316

(494,787)

(409,194)

(841,785)

750,303
$

341,109

1,592,088
$

750,303

NIOCAN INC.
Notes to Financial Statements
Years ended December 31, 2010 and 2009

Niocan Inc. (the "Company") is incorporated under Part 1A of the Québec Companies Act on
August 29, 1995. The Company holds a niobium property in Oka, Québec and exploration
properties in the province of Québec.
1. Nature of operations and going concern:
The Company is in a development stage and has mineral exploration and development properties
in the province of Québec. Substantially, all of the Company's efforts are currently devoted to
financing, developing and obtaining permits for its niobium property in Oka. Although the
Company has taken steps to verify title to mineral properties in which it has an interest in
accordance with industry standards for the current stage of exploration of such properties, these
procedures do not guarantee the Company's title. Property title may be subject to unregistered
prior agreements and non-compliance with regulatory requirements.
Financial statements has been prepared on a going concern basis which supposed that the
Company will pursue its activities in a foreseeable future and will be able to realize its assets or
discharge its obligations in anything other than the ordinary course of operations. The Company
is in the process of exploring and evaluating its mineral properties and projects and has not yet
determined whether its properties and projects, excluding its Oka Niobium Project, contain ore
reserves that are economically recoverable. The Company does not have any revenues coming
from its operations that would enable the Company to discharge its obligations in the ordinary
course of its operations.
With respect to the Oka Niobium Project, the Company has determined in 1999 that the property
contains ore reserves which are economically recoverable. The Company is actually in discussion
with the Québec Ministry of Sustainable Development, Environment and Parks and the
community of Oka in order to obtain all permits, certificates and other authorizations to allow the
Company to operate the Oka Niobium Project.
The ability of the Company to meet its commitments as they become payable, including the
acquisitions of mineral properties and the development of projects, is dependent on its ability to
obtain necessary financing. The recoverability of amounts shown for mineral properties is
dependent upon the ability of the Company to obtain necessary authorizations and financing to
complete the acquisition, exploration and development thereof, and upon future profitable
production or proceeds from the disposal of properties. These conditions indicate the existence of
a material uncertainty that may cast significant doubt about the Company’s ability to continue as a
going concern.
The financial statements do not reflect the adjustments to the carrying values of assets and
liabilities that would be necessary if the Company were unable to realize its assets or discharge
its obligations in anything other than the ordinary course of operations.

NIOCAN INC.
Notes to Financial Statements, page 2
Years ended December 31, 2010 and 2009

2. Change in accounting policies:
Future accounting pronouncements:
International financial reporting standards ("IFRS"):
In February 2008, the Accounting Standards Board ("AcSB") announced that accounting
standards in Canada would converge with IFRS and that public companies would be required to
present their financial statements, with comparative data, under these standards for fiscal years
beginning on or after January 1, 2011. The Company is currently evaluating the impact of these
requirements on its financial statements.
3. Significant accounting policies:
(a) Basis of presentation:
The financial statements of the Company have been prepared in accordance with Canadian
generally accepted accounting principles ("Canadian GAAP").
(b) Mining and properties and deferred exploration expenses:
Mining assets consist of deferred expenditures and development costs related to properties
for which economically recoverable reserves exist. Mining assets are, upon commencement
of production, depleted over the estimated life of the ore reserve to which they relate or are
written off if the property is abandoned or when there is an impairment in value.
Exploration assets are carried at cost. Exploration and development expenses relating to a
non-producing property are deferred until the property is brought into production or
abandoned. If exploration work does not provide positive results or upon abandonment, these
costs are charged to earnings. Management reviews the carrying values of assets on a
regular basis to determine whether any write-downs are necessary.
Recovery of the cost of mining and exploration assets depends on the discovery of
economically recoverable ore reserves for the exploration assets, the Company’s ability to
obtain the necessary financing to complete the exploration and development of the properties
and future profitable production or the disposal of the properties for proceeds in excess of
their carrying value.

NIOCAN INC.
Notes to Financial Statements, page 3
Years ended December 31, 2010 and 2009

3. Significant accounting policies (continued):
(c) Equipment:
Equipment is stated at cost. Depreciation is provided using the declining balance method at
the following annual rates:
Asset

Rate

Equipment and furniture
Computer equipment

20%
30%

(d) Stock-based compensation:
The Company records stock-based compensation to its participants at fair value. According
to the fair value method, a compensation expense is charged to expenses based on the fair
value of the stock options issued over their vesting period. Upon the exercise of stock
options, capital stock is credited in the amount paid plus the corresponding employee
compensation expense previously recorded.
(e) Income taxes:
The Company uses the asset and liability method of accounting for income taxes. Under this
method, future income taxes are recognized for the future tax consequences attributable to
differences between the financial statement carrying values and their respective tax bases.
Future tax assets and liabilities are measured using enacted or substantively enacted tax
rates anticipated to apply to taxable income in the years in which those temporary differences
are expected to be recovered or settled. The effect on future tax assets and liabilities of a
change in tax rates is included in income in the period that includes the enactment date or the
substantively enacted date.
The Company renounces tax deductions relating to resource expenditures that are financed
by the issuance of flow-through shares for the benefit of its shareholders, as permitted by the
tax legislation.
Under the asset and liability method used to account for income taxes, future income taxes
related to the temporary differences created by this renouncement are recorded in
accordance with Emerging Issues Committee (''EIC'') Abstract 146 when the Company
renounces these deductions and a corresponding cost of issuing the securities is also
recorded.

NIOCAN INC.
Notes to Financial Statements, page 4
Years ended December 31, 2010 and 2009

3. Significant accounting policies (continued):
(f) Resource tax credits and mining rights:
The Company incurs exploration expenses that are eligible for tax credits. The tax credits
are recorded based on the estimated amounts to be recovered. The amounts claimed are
subject to an audit by the tax authorities.
Tax credits on exploration costs are deducted from the related asset.
(g) Use of estimates:
The preparation of financial statements in conformity with Canadian GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the dates of the financial
statements and the reported amounts of revenues and expenses during the years.
Significant areas requiring the use of estimates relate to assessing the realizable values of
mining properties and deferred exploration expenses. Consequently, actual results could
differ from those estimates.
(h) Cash and cash equivalents:
The Company considers deposits in banks, guaranteed investments certificates with original
maturities of three months or less as cash and cash equivalents. The major components of
cash and cash equivalents are as follows:
2010
Cash
Guaranteed investments certificates (effective
interest rate of 0.75% (2009 - 0.51%))

$

35,676

2009
$

305,433
$

341,109

96,710
653,593

$

750,303

(i) Financial instruments:
Section 3855 of the Canadian Institute of Chartered Accountants ("CICA") Handbook,
Financial Instruments - Recognition and Measurement, establishes standards for recognizing
and measuring financial assets, financial liabilities and derivatives. Under this standard,
financial instruments are classified as held-for-trading, available-for-sale, held-to-maturity,
loans and receivables, or other financial liabilities.
The initial measurement of financial assets and financial liabilities is done using fair value.

NIOCAN INC.
Notes to Financial Statements, page 5
Years ended December 31, 2010 and 2009

3. Significant accounting policies (continued):
(i) Financial instruments (continued):
Subsequent measurement of financial instruments depends on their classification. Financial
assets and financial liabilities held-for-trading are measured at fair value with changes
recognized in income. Financial assets held-to-maturity, loans and receivables and other
financial liabilities are measured at amortized cost using the effective interest method.
The Company has classified its cash and cash equivalents as held-for-trading. All the
Company’s financial liabilities are classified as other financial liabilities.
The CICA Handbook Section 3862, Financial Instruments - Disclosures, also requires a
three-level hierarchy that reflects the significance of the inputs used in making the fair value
measurements. The hierarchy of fair values includes the following levels:
Level 1: inputs are unadjusted quoted prices of identical instruments in active markets.
Level 2: inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly.
Level 3: one or more significant inputs used in a valuation technique are unobservable in
determining the fair values of the instruments.
The classification of a financial instrument in the hierarchy is based upon the lowest level of
input that is significant to the measurement of fair value.
4. Equipment:
2010

Cost
Equipment and furniture
Computer equipment

Accumulated
amortization

Net book
value

$

16,565
16,670

$

13,038
15,094

$

3,527
1,666

$

33,325

$

28,132

$

5,193

NIOCAN INC.
Notes to Financial Statements, page 6
Years ended December 31, 2010 and 2009

4. Equipment (continued):
2009

Cost
Equipment and furniture
Computer equipment

Accumulated
amortization

Net book
value

$

16,565
16,760

$

12,157
14,379

$

4,408
2,381

$

33,325

$

26,536

$

6,789

5. Mining properties and deferred exploration expenses:
2010

Oka
Grande-Baleine

Mining
properties

Deferred
exploration
expenses

Total

$

845,000
–

$ 5,048,484
437,544

$ 5,893,484
437,544

$

845,000

$ 5,486,028

$ 6,331,028

2009

Oka
Grande-Baleine

Mining
properties

Deferred
exploration
expenses

Total

$

845,000
–

$ 5,105,698
410,646

$ 5,950,698
410,646

$

845,000

$ 5,516,344

$ 6,361,344

NIOCAN INC.
Notes to Financial Statements, page 7
Years ended December 31, 2010 and 2009

5. Mining properties and deferred exploration expenses (continued):
(a) Oka property:
The Oka mining property consists of mining rights comprised of 48 claims covering
1,604 acres, and surface rights on 231 acres.
The Company granted SGF Mines Inc. the option to acquire a 20% interest in two ore
deposits of its mining property in consideration of a payment, representing 20% of total
expenses incurred to bring the said ore deposits into production.
The Company also granted Teck Corporation the option to acquire a 25% interest in its
mining property in consideration of a payment, representing 25% of total expenses incurred
to bring the said ore deposits into production, and by the payment of $1,000,000 cash, of
which $500,000 was received.
The options cannot be transferred without the Company’s approval.
(b) Grande-Baleine property:
The Company owns surface and mining rights for the iron property of Grande-Baleine
covering 17,097.93 acres on the Hudson Bay territory.
6. Capital stock:
Authorized:
An unlimited number of common shares, without par value

Issued:
20,763,833 common shares (2009 - 20,763,833)

2010

2009

$12,853,902

$12,853,902

During 2010, the Company did not issue any common shares (2009 - nil).

NIOCAN INC.
Notes to Financial Statements, page 8
Years ended December 31, 2010 and 2009

7. Contributed surplus:
The following table shows the variation of contributed surplus:
2010

2009

Balance, beginning of year
Stock-based compensation

$ 1,173,450
36,750

$

968,120
205,330

Balance, end of year

$ 1,210,200

$ 1,173,450

8. Stock option plan:
Under the stock option plan for the benefit of the directors and officers of the Company,
2,950,000 common shares are available and their life cannot exceed 10 years. The options vest
immediately upon issuance.
The number of stock options outstanding fluctuated as follows:
2010

Number
of options
Balance,
beginning of year
Issued
Expired

Average
exercisable
price

2009

Number
of options

Average
exercisable
price

2,677,000
150,000
(105,000)

$

0.60
0.32
0.72

2,712,000
730,000
(765,000)

$

0.66
0.33
0.56

2,722,000

$

0.56

2,677,000

$

0.60

As at December 31, 2010, all outstanding stock options were vested.

NIOCAN INC.
Notes to Financial Statements, page 9
Years ended December 31, 2010 and 2009

8. Stock option plan (continued):
The table below summarizes the information about the stock option plan as at December 31,
2010:

Exercise
price
$0.53
$0.50
$0.85
$1.10
$0.98
$0.44
$0.40
$0.72
$0.50
$0.63
$0.34
$0.31
$0.32

Number of
outstanding and
vested options

Remaining
contractual life

240,000
40,000
120,000
175,000
77,000
130,000
160,000
540,000
120,000
240,000
580,000
150,000
150,000

1.24
1.45
2.71
3.21
4.17
5.67
6.03
6.59
7.07
7.36
8.34
8.64
9.27

2,722,000

6.23

NIOCAN INC.
Notes to Financial Statements, page 10
Years ended December 31, 2010 and 2009

8. Stock option plan (continued):
During the year ended December 31, 2010, the Company granted 150,000 stock options at a
price of $0.32 (2009 - 730,000 options at a price of $0.34 for 580,000 shares and $0.31 for
150,000 shares). These options vest immediately. The fair value of each option granted was
determined using the Black-Scholes option pricing model. At the date of the grant, the weighted
average fair value of stock options granted was $0.245 (2009 - $0.255) per option. The following
assumptions were used in these calculations:

Risk-free interest rate
Expected life
Expected volatility
Expected dividend yield

2010

2009

2.25%
10 years
71%
–

2.25%
10 years
72%
–

9. Income tax:
Effective income tax expense (recovery) differs from income tax expense (recovery) computed
based on the combined federal and provincial income tax rate of 29.9% (2009 - 30.9%) as a
result of the following:
2010

2009

Loss before taxes

$ (444,960)

$ (646,749)

Tax recovery based on statutory income tax rate
Increase in income taxes resulting from:
Stock-based compensation non-deductible expenses
Unrecognized tax benefits on loss of the period
Impact of decrease in income tax rate on future
income tax balance

$ (133,043)

$ (199,845)

10,988
122,055

63,446
113,604

−
$

−

22,795
$

−

NIOCAN INC.
Notes to Financial Statements, page 11
Years ended December 31, 2010 and 2009

9. Income tax (continued):
The income tax effect of temporary differences that give rise to future tax assets and liabilities is
as follows:
2010
Future tax assets:
Operating loss carry forwards
Financing costs
Credits and other

$

769,800
6,400
344,800

2009

$

1,121,000
Valuation allowance

Future tax liabilities:
Mining properties
Deferred exploration expenses

Net future tax assets

$

763,000
10,000
344,000
1,117,000

(211,000)

(221,000)

910,000

896,000

(216,000)
(694,000)

(216,000)
(680,000)

(910,000)

(896,000)

−

$

−

As at December 31, 2010, the Company has tax losses of approximately $2,759,000 available to
apply against future taxable income as follows:
Expiry date
2014
2015
2026
2027
2028
2029
2030

Amount
$

380,000
482,000
228,000
327,000
462,000
450,000
430,000

Also the Company has Canadian exploration expenses of approximately $2,810,000 which may
be deducted from future taxable income.

NIOCAN INC.
Notes to Financial Statements, page 12
Years ended December 31, 2010 and 2009

10. Related party transactions:
During the year, the Company incurred the following expenses with directors or companies
controlled by a director of the Company:
2010
Administration expenses - professional fees
Administration expenses - directors' fees

$

40,400
40,000

2009
$

29,000
40,000

These transactions, made in the normal course of business, were measured at the exchange
amount, which is the amount established and agreed to by the parties.
11. Financial instruments and risk management:
The Company is exposed to various financial risks resulting from both its operations and its
investment activities. The Company's management monitors financial risks. The Company does
not enter into financial instrument agreements including derivative financial instruments for
speculative purposes.
The Company's main financial risk exposure and its financial risk management policies are as
follows:
(a) Credit risk:
Credit risk results from the possibility that a loss may occur from the failure of another party to
perform according to the terms of the contract. Financial instruments that potentially subject
the Company to concentrations of credit risk consist primarily of cash and cash equivalents.
Cash is maintained with high-credit, quality financial institutions. Cash equivalents consist of
guaranteed investments certificates.
(b) Interest rate risk:
The cash and cash equivalents bear interest at a variable rate and the Company is, therefore,
exposed to the risk of changes in fair value resulting from interest rate fluctuations. The
Company's other financial assets and liabilities do not comprise any interest rate risk since
they do not bear interest.
Fluctuations of market interest rates have no material impact on the Company’s financial
results.

NIOCAN INC.
Notes to Financial Statements, page 13
Years ended December 31, 2010 and 2009

11. Financial instruments and risk management (continued):
(c) Liquidity risk:
Management serves to maintain a sufficient amount of cash and cash equivalents, and to
ensure that the Company has at its disposal sufficient sources of financing such as private
placements. The Company establishes cash budgets to ensure it has the necessary funds to
fulfill its obligations. Being able to obtain new funds allows the Company to pursue its
activities and even though the Company was successful in the past, there is no guarantee
that it will succeed in the future.
(d) Fair value:
The fair value of accounts payable and accrued liabilities approximates their carrying amount
because of the short-term maturity of those instruments.
Cash equivalents are measured at fair value using Level 2.
12. Capital disclosures:
The Company's objectives when managing its capital are to safeguard the Company's ability to
continue as a going concern in order to support ongoing exploration programs and development
of its mining assets, to provide sufficient working capital to meet its ongoing obligations and to
pursue potential investments.
The Company manages its capital structure and makes adjustments to it in accordance with the
aforementioned objectives, as well as in light of changes in economic conditions and the risk
characteristics of the underlying assets. In the management of capital, the Company includes the
components of shareholders’ equity. In order to maintain its capital structure, the Company
prioritizes the issuance of new shares. The Company does not use long-term debts since it does
not generate operating revenues. The Company is not subject to externally imposed capital
requirements. The Company's management of capital remained unchanged since the last period.
13. Commitments and contingencies:
(i) The Company has a lease commitment for premises, and the minimum amount payable is
$20,552 in 2011.
(ii) In 2006, the Company has been named a defendant in a legal action claiming damages for
the termination of an employment contract. In April 2009, the Superior Court pronounced a
decision in favor of the Company. In May 2009, the plaintiff decided to appeal against the
decision. Based on the first favorable judgment of the court, management is of the opinion
that there is a strong defense against the claim and did not provide the amount claimed in the
financial statements as at December 31, 2010. The amount claimed totaled $172,000, plus
interests and penalties.

NIOCAN INC.
Notes to Financial Statements, page 14
Years ended December 31, 2010 and 2009

14. Comparative figures:
Certain 2009 comparative figures have been reclassified to conform with the financial statement
presentation adopted for 2010.

