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CORPORATE PROFILE
Lake Shore Gold Corp. (“Lake Shore Gold” or the “Company”) is a mining company that is rapidly
moving towards gold production through a portfolio which includes an existing processing
facility and a number of quality mineral properties located in the Timmins gold mining district
of northern Ontario and Quebec. During 2007, the Company completed a pre-feasibility study,
identified a 1.2 million ounce ore reserve (uncut) and commenced an advanced exploration
program at its 100%-owned Timmins West project; acquired the Bell Creek mine and mill and
advanced refurbishing work at the 1,500 tonne per day milling facility; and undertook drilling
programs at a number of other prospective properties. Lake Shore Gold is a reporting issuer 
in British Columbia, Alberta, Manitoba, Ontario and Quebec, and trades on the Toronto Stock
Exchange under the symbol LSG.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the three and nine months ended September 30, 2008 and 2007 (Unaudited)

C. FOREIGN CURRENCY EXCHANGE RISK

The Company is exposed to foreign currency exchange risk with respect to future gold sales, since gold sales will be denominated in United
States Dollars (US$) and the Company’s functional currency is the Canadian dollar. The movements on US$ rates may impact the future
economic feasibility of the Company’s exploration properties. 

5. RESTRICTED CASH

Restricted cash represents the value of cash restricted as support for various letters of credits issued by Lake Shore Gold as security for
the Company’s obligations under various agreements. These funds are restricted and not available for current operations. During the three
and nine months ended September 30, 2008, the Company issued letters of credit for $400,000 and $1,121,311 respectively. 

6. PROPERTY, PLANT AND EQUIPMENT 

The details of property, plant and equipment at September 30, 2008 are as follows: 

Accumulated Net Book
Cost Amortization Value 

Office equipment $ 192,325 $ 31,483 $ 160,842 

Computer equipment 696,652 125,494 571,158 

Field equipment 11,327,097 289,961 11,037,136 

$ 12,216,074 $ 446,938 $ 11,769,136 

On August 1, 2008, $5,372,432 was transferred from construction in progress (resource properties and deferred exploration) to field equipment.

Field equipment at September 30, 2008, includes costs of $779,661 and accumulated amortization of $84,491 of capital equipment and
vehicles under capital lease (note 8). The amortization of equipment used in the exploration activities is capitalized in resource properties
and deferred exploration ($307,129 capitalized for the nine months ended September 30, 2008 ($16,248 for the same period in 2007).

As at December 31, 2007:

Accumulated Net Book
Cost Amortization Value 

Office equipment $ 143,911 $ 5,103 $ 138,808

Computer equipment 218,119 43,822 174,297

Field equipment 216,105 21,885 194,220
$ 578,135 $ 70,810 $ 507,325
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7. RESOURCE PROPERTIES AND DEFERRED EXPLORATION

For the nine month period ended September 30, 2008:

Timmins Bell Creek Thunder Ti-pa-haa-
West Properties Creek Blakelock kaa-ning Other1 Total

Balance, beginning 
of year $ 82,078,518 $ 19,086,918 $ 2,413,035 $ 2,172,433 $ 322,441 $ 2,967,992 $ 109,041,337 

Property acquisition, 
assessment and 
maintenance 118,277 51,436 1,068 4,604 121,702 188,778 485,865 

Bell Creek mine and mill – 4,084,786 – – – – 4,084,786 
Analytical 88,532 24,552 32,928 79,281 103,407 33,072 361,772 
Geophysics – – – 11,593 34,160 5,103 50,856 
Geology 189,447 247,174 95,145 119,240 555,143 408,071 1,614,220 
Drilling 1,055,779 2,732,302 470,600 409,840 2,184,471 977,356 7,830,348 
Project administration 91,748 114,915 33,220 26,120 405,846 76,584 748,433 
Advanced exploration 26,852,203 – – – – – 26,852,203 
Balance, end of period $ 110,474,504 $ 26,342,083 $ 3,045,996 $ 2,823,111 $ 3,727,170 $ 4,656,956 $ 151,069,820 

1Includes, Casa Berardi ($1,066,932), Abitibi ($1,841,268), Bazooka ($994,568) and Miscellaneous ($754,188)

On July 18, 2008, the Company signed an Exploration Agreement with the Flying Post First Nation and Mattagami First Nation (“the First
Nation communities”) in order to promote a cooperative and mutually respectful relationship between the communities and Lake Shore
Gold as the Company moves forward with exploration and advanced exploration work on the Timmins West and Thunder Creek properties
(“the properties”). The agreement establishes a framework for ongoing dialogue and consultation, including providing business,
employment and training opportunities for members of the two First Nations communities. During the third quarter of 2008, the Company
issued a total of 100,000 common shares of the Company to the two First Nations communities.

For the year ended December 31, 2007:

Timmins Bell Creek Thunder Ti-pa-haa-
West Properties Creek Blakelock kaa-ning Other1 Total

Balance, beginning 
of year $ 70,332,789 $ 4,815,453 $ 1,216,645 $ 841,600 $ – $ 2,131,165 $ 79,337,652 

Property acquisition, 
assessment and 
maintenance 3,751 108,797 226,018 21,220 24,479 97,005 481,270 

Bell Creek mine and mill – 13,854,032 – – – – 13,854,032 
Analytical 77,701 32,431 72,111 122,165 155 11,788 316,351 
Geophysics 985 – – 22,541 580 35,400 59,506 
Geology 1,270,265 191,122 117,739 222,359 97,184 370,899 2,269,568
Drilling 1,355,214 83,883 778,522 941,724 112,816 598,838 3,870,997 
Project administration 234,313 1,200 2,000 824 87,227 162,325 487,889 
Construction in progress 2,301,531 – – – – – 2,301,531 
Advanced Exploration 7,621,969 – – – – – 7,621,969 
Resource property 

costs written off (1,120,000) – – – – (439,428) (1,559,428) 
Balance, end of year $ 82,078,518 $ 19,086,918 $ 2,413,035 $ 2,172,433 $ 322,441 $ 2,967,992 $ 109,041,337 

1Includes Abitibi ($1,693,807), Bazooka ($918,067) and Miscellaneous ($356,118)
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8. CAPITAL LEASE OBLIGATIONS 

The Company has entered into capital equipment and vehicle leases expiring in 2009 and 2010 with interest rates between 6.35% to
13.4%. Estimated minimum annual lease payments at September 30, 2008 and December 31, 2007 are as follows:

September 30, 2008 December 31, 2007

2008 $ 107,406 $ 110,016

2009 390,815 91,956

2010 182,929 –

Total minimum lease payments $ 681,150 $ 201,972

Less: Amount representing interest (50,718) (20,169)

Present value of capital lease obligations $ 630,432 $ 181,803

Less: Current portion (380,993) (110,016)

Non–current portion $ 249,439 $ 71,787

9. SHARE CAPITAL

a) Authorized unlimited common shares without par value. 

b) During the nine months ended September 30, 2008 and year ended December 31, 2007, changes in issued share capital 
were as follows: 

Nine months ended Year ended
September 30, December 31,

2008 2007

Issued and outstanding Shares Amount Shares Amount

Balance, beginning of year 112,684,675 $ 112,071,081 95,655,713 $ 82,857,739 
Private placements, net of share issue costs of $646,719* 61,339,210 143,643,100 – – 
Public offering, net of share issue costs of $1,322,641* – – 12,875,000 25,773,061 
Exercise of warrants – – 129,000 103,200 
Exercise of options (including transfer of 

$670,264 (2007-$1,049,426) from contributed surplus) 1,231,000 1,765,014 2,369,333 2,417,426 
Renunciation of flow-through shares (note 12) – (4,725,000) – (1,700,000)
Issued on acquisition of resource properties, net of share issue 

costs of $1,500 (2007 – 12,133)* 100,000 118,000 1,655,629 2,619,655 
Balance, end of period / year 175,354,885 $ 252,872,195 112,684,675 $ 112,071,081 

*Share issue costs includes $297,397 (2007 - $681,000) adjustment for recovery of income tax.

On June 17, 2008, the Company completed a second private placement transaction with Hochschild Mining Holdings Ltd., a subsidiary of
Hochschild Mining plc. (“Hochschild”), involving the sale to Hochschild of 33,166,908 common shares of Lake Shore Gold at a price of $2.40
per share, for proceeds of $79,600,579, bringing the Hochschild holding to 35% of the Company’s issued and outstanding shares. The
transaction follows an initial private placement with Hochschild, completed on February 25, 2008, whereby Lake Shore Gold issued
28,172,302 common shares of the Company at $2.30 per share for a total consideration of $64,689,240. The private placement resulted in
Hochschild holding 19.99% of Lake Shore Gold’s issued and outstanding shares. Hochschild has agreed to a standstill with Lake Shore Gold,
limiting its shareholdings to no more than 40%, on a fully diluted basis, until November 22, 2010. The funds from both transactions will be
used for general corporate purposes including development of the Timmins West mine and Bell Creek mill. On May 15, 2008, the
shareholders of the Company approved the termination of the shareholder’s right plan. 
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On December 18, 2007, as part of the consideration for the Bell Creek mine and mill assets acquisition from Porcupine Joint Venture
(“PJV”), the Company issued 1,655,629 shares to the PJV and 2,000,000 common share purchase warrants exercisable for a period of two
years at $2.41 per share. 

On April 16, 2007 the Company completed a bought deal financing consisting of 6,875,000 units and 6,000,000 flow through common shares
at an issue price of $2.00 per unit and $2.50 per flow through share, for gross proceeds of $28,750,000. Each unit consisted of one common
share plus one-half of one common share purchase warrant (note 8(f)). Each warrant entitles the holder to purchase one common share at
a price of $2.50 expiring in 18 months. The warrants expired unexercised on October 16, 2008.

c) STOCK OPTIONS

As at September 30, 2008, the Company had 8,090,000 stock options outstanding of which 3,195,000 were exercisable.

A summary of the changes in the Company’s incentive share option plan for the nine months ended September 30, 2008 and year ended
December 31, 2007 are as follows:

September 30, 2008 December 31, 2007

Weighted- Weighted-
Number of average Number of average

options exercise price options exercise price

Outstanding, beginning of year 6,380,000 $ 1.48 6,724,333 $ 1.03 
Granted 3,490,000 $ 1.65 2,080,000 $ 1.91 
Exercised (1,231,000) $ 0.89 (2,369,333) $ 0.58 
Cancelled (549,000) $ 1.60 (55,000) $ 1.75 
Outstanding, end of period/year 8,090,000 $ 1.63 6,380,000 $ 1.48 

Exercisable, end of period/year 3,195,000 $ 1.49 4,650,000 $ 1.32 

d) STOCK-BASED COMPENSATION

Stock-based compensation recognized is allocated to consulting and management fees (options granted to consultants), general exploration
(options granted to individuals involved in exploration work) and office expense (options granted to employees). 

As a result of stock options vesting and the amortization of previous stock options grants during the three and nine month periods ended
September 30, 2008 and 2007, the Company recognized stock-based compensation expense and included this amount in contributed surplus
as follows:

Three months ended September 30,  Nine months ended September 30,
2008 2007 2008 2007

Office expense $ 236,036 $ 37,883 $ 539,384 $ 326,873

Consulting fees $ 58,820 $ 32,769 $ 212,816 $ 367,097

General exploration $ 101,819 $ 26,899 $ 329,585 $ 278,187

Total stock-based compensation $ 396,675 $ 97,551 $ 1,081,785 $ 972,157

For the three and nine months ended September 30, 2008 and 2007, the stock-based compensation value was determined using the Black-
Scholes option pricing model. A weighted average grant-date fair value of $0.83 (2007 – $1.08) for options granted was estimated using
the following assumptions: no dividends are to be paid; volatility of 62.5% to 66% (2007 – 74%); risk free interest rate of 2.88% to 3.35%
(2007 – 4.2%); and expected life of 3.5 years (2007 – 3.5 years). 

The fair value computed using the Black-Scholes model is only an estimate of the potential value of the individual stock options and the
Company is not required to make payments for such transactions. 
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e) CONTRIBUTED SURPLUS 

Nine months ended Year ended
September 30, December 31,

2008 2007

Balance, beginning of year $ 6,796,861 $ 4,340,102 

Stock–based compensation 1,081,785 1,139,887

Stock options exercised (670,265) (1,049,426)

Warrants granted – 2,366,298

Balance, end of period/year $ 7,208,381 $ 6,796,861

f) WARRANTS 

As at September 30, 2008, the following warrants were outstanding and exercisable:

Number of Exercise Expiry
Date issued warrants price date

April 16, 2006 3,437,500 $ 2.50 October 16, 2008
December 18, 2007 2,000,000 $ 2.41 December 17, 2009

5,437,500

Subsequent to quarter end, on October 16, 2008, 3,437,500 warrants issued on April 16, 2007 expired unexercised.

g) ACCUMULATED OTHER COMPREHENSIVE LOSS 

Nine months ended Year ended
September 30, December 31,

2008 2007

Balance, beginning of year $ (6,000) $ –

Other comprehensive loss, net of tax (18,750) (6,000)

Balance, end of period/year $ (24,750) $ (6,000)

h) BASIC AND DILUTED LOSS PER SHARE

The impact of the outstanding options and warrants has not been included in the calculation of loss per share as the impact would be
anti-dilutive. As such, the weighted average number of shares outstanding is the same for both basic and diluted loss per share for all
periods presented.

10. ASSET RETIREMENT OBLIGATIONS 

A summary of the changes in the asset retirement obligations for the nine months ended September 30, 2008 and year ended September
30, 2008 and year ended December 31, 2007 is as follows:

Nine months ended Year ended
September 30, December 31,

2008 2007

Balance, beginning of year $ 1,227,914 $ –

Liability acquired with the Bell Creek mine and mill – 1,162,709

Liability incurred on the Timmins West property 94,635 65,205

Accretion expense 92,318 –

Balance, end of period/year $ 1,414,867 $ 1,227,914
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During the nine months ended September 30, 2008, the Company recorded $94,635 of asset retirement obligation incurred on the Timmins
West property (advanced exploration). The total undiscounted estimated asset retirement liability for the Company is $5,289,157.
In determining this amount it has been assumed that the costs will be incurred in twelve to twenty years for Bell Creek mine and mill and
fourteen years for Timmins West property; the costs were discounted using a credit-adjusted risk-free rate of 10%. 

In view of the uncertainties concerning the preparation of the cost estimate, the ultimate cost of asset retirement obligations could differ
materially from the estimated amounts. Any future changes to the liability as a result of changes in regulations, laws or assumptions used
would be recognized prospectively. 

11. RELATED PARTY TRANSACTIONS 

The following are related party transactions for the three and nine month periods ended September 30, 2008 and 2007: 

Fees amounting to $9,200 and $629,020 respectively for the three and nine month periods ended September 30, 2008 (same periods in 2007 

– $90,121 and $368,288) were paid on account of consulting and management services provided by directors and a director who was also an officer

until February 29, 2008. The fees paid include $500,000 paid to a director as finder fees related to the Hochschild transactions (note 9(b)).

Effective June 1, 2008, the Company entered into an administrative service agreement with Northern Superior Resources Inc. (formerly Superior

Diamonds Inc.), a related party by virtue of certain common directors, whereby the Company will provide to Northern Superior certain corporate

governance, finance, investor relations and certain accounting and administrative services. Under the agreement, certain officers of the Company

are providing management services to Northern Superior. The Company charged $16,000 and $64,000 respectively to Northern Superior for services

during the quarter and nine months ended September 30, 2008.

During the three and nine month periods ended September 30, 2008, the Company’s share for the Ti–pa–ha–kaa–ning property expenditures,

incurred by Northern Superior, the joint venture operator for the property, were $1,185,481 and $3,404,729 respectively (same periods in 2007,

$175,960). As at September 30, 2008, there is net $160,363 (2007 – $Nil) due to Northern Superior, of which $236,661 is included in accounts

payable and $76,298 in exploration advances and other receivable.

Related party transactions are measured at the exchange amount which is the consideration agreed to between the parties. 

12. INCOME TAXES 

As a result of the tax benefits of deductible expenses and share issue costs incurred, future income tax liabilities decreased by $1,692,333 during

the nine month period ended September 30, 2008 (September 30, 2007 $1,667,391). The change is comprised of $1,394,936 (September 30, 2007

– $996,391) recorded as a recovery of income tax in the consolidated statements of loss and deficit and $297,397 (September 30, 2007 – $681,000)

recorded as an adjustment to share capital. The decrease has been offset by flow through funds raised in 2007 which were renounced in 2008

resulting in a $4,725,000 (September 30, 2007 – $1,700,000) reduction in share capital with a corresponding increase to future income tax liability. 

During the first quarter of 2008, the Company renounced $15,000,000 of flow through expenditures (funds raised in 2007), of which $5,340,000

were spent on Canadian exploration expenditures (“CEE”) as at December 31, 2007 and the remainder was spent in the nine month period ended

September 30, 2008, on expenditures which management believes are eligible CEE. 

13. FINANCIAL INSTRUMENTS 

The fair values of cash and restricted cash, exploration advances and other receivables and accounts payable and accrued charges approximate

their carrying values due to the short-term to maturity of these financial instruments. 
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