Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)
Interim Financial Statements
For the Nine Months Ended June 30, 2011

(Unaudited — Prepared by Management)




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Balance Sheets
(Unaudited — Prepared by Management)

As at June 30 September 30
2011 2010
(Unaudited) (Audited)
Assets
Current
Cash and cash equivalents (note 3) $ 894,508 $ 668
Amounts receivable 55,204 -
HST receivable 16,487 17,883
Prepaid expenses 21,974 5,514
988,173 24,065
Equipment (note 4) 2,266 2,862
Exploration advances (note 5) 87,865 -
Mineral properties acquisition costs (note 5) 5,748,060 240,000
Deferred exploration expenditures (note 5) 432,662 249,822
Deposit on option to purchase (note 6) 983,000 -
$ 8,242,026 $ 516,749
Liabilities
Current
Accounts payable and accrued liabilities $ 78,312 $ 99,610
Promissory note payable - 34,401
Due to related parties (note 9) 5,804 35,411
84,116 169,422
Shareholders’ Equity
Share capital (note 7) 21,426,875 12,819,147
Share subscriptions received - 15,000
Contributed surplus (note 7) 3,126,355 2,329,347

Deficit (16,395,320) (14,816,167)
8,157,910 347,327
$ 8,242,026 $ 516,749
Nature of operations (note 1)
Commitments (notes 5 and 6)
Subsequent events (note 12)
Approved on behalf of the Board of Directors:
“Jason Walsh” “Geoff Watson”
Director Director
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See accompanying notes to unaudited interim financial statements




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Unaudited Interim Statements of Loss and Comprehensive Loss
(Unaudited — Prepared by Management)

For the three and nine months ended June 30,
Three months Nine months
2011 2010 2011 2010
(Unaudited) (Unaudited)  (Unaudited) (Unaudited)

Administrative expenses

Advertising and promotion $ 51,200 $ 7,500 $ 200,516 $ 10,215
Amortization 199 390 596 1,169
Bank charges and interest 1,520 188 10,448 2,296
Consulting (note 9) 123,452 30,100 318,252 149,700
Director fees (note 9) 6,000 - 17,000 -
Legal and accounting 36,351 10,652 68,194 11,012
Management fees (note 9) - 8,000 - 16,500
Office and administration (note 9) 16,133 49,612 65,595 135,777
Shareholder relations 63,650 10,266 113,882 11,963
Stock-based compensation (note 7) 194,555 - 592,521 -
Telephone 4,482 1,754 10,787 10,268
Transfer agent and exchange fees 18,003 5,296 49,037 24,211
Travel 42,144 - 94,735 19,723
Loss before other items 557,689 123,758 1,541,563 392,834
Other items

Foreign exchange loss 5,511 - 15,511 -
Other income (34) - (421) -
Write off of abandoned properties - - 22,500 -
5,477 - 37,590 -

Net and comprehensive loss for the period $ (563,166) $ (123,758) $ (1,579,153) $  (392,834)
Basic and diluted loss per share $ (0.01) $ 0.01) $ (0.05) $ (0.04)
Weighted average number of shares outstanding 39,349,405 8,888,631 29,256,089 8,888,631
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See accompanying notes to unaudited interim financial statements




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Unaudited Interim Statements of Deficit
(Unaudited — Prepared by Management)

For the nine months ended June 30,

2011 2010
(Unaudited) (Unaudited)

Deficit, beginning of period

Net loss for the period

$ (14,816,167) $ (11,011,333)

(1,579,153) (392,834)

Deficit, end of period

$ (16,395,320) $ (11,404,167)

See accompanying notes to unaudited interim financial statements




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Unaudited Interim Statement of Property Acquisition Costs and Deferred Exploration Expenditures

(Unaudited — Prepared by Management)

As at June 30, 2011

September 30 Write-down/ June 30
2010 Additions Disposals 2011
Acquisition costs (Audited) (Unaudited) (Unaudited) (Unaudited)
Canada
Athabasca Basin (note 5(a)) $ 240,000 $ - $ - $ 240,000
United States
Jellico Project (note 5(b)) - 5,508,060 - 5,508,060
Total acquisition costs 240,000 5,508,060 - 5,748,060
Deferred exploration expenditures
Canada
Athabasca Basin (note 5(a)) 249,822 - - 249,822
United States
Jellico Project (note 5(b)) - 182,840 - 182,840
Total deferred exploration expenditures 249,822 182,840 - 432,662
$ 489,822 $ 5,690,900 $ - $ 6,180,722
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See accompanying notes to unaudited interim financial statements




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Unaudited Interim Statements of Cash Flows
(Unaudited — Prepared by Management)

For the three and nine months ended June 30,
Three months Nine months
2011 2010 2011 2010
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Cash provided by (used for)

Operating activities
Loss for the period $ (563,166) $ (123,758) $ (1,579,153) $ (392,834)

Add items not affecting cash:

Amortization 199 390 596 1,169
Foreign exchange loss 5,511 - 15,511 -
Interest paid by shares - - 6,600 -
Write off of abandoned properties - - 33,333 -
Stock based compensation 194,555 - 592,521 -
(362,901) (123,368) (930,592) (391,665)
Net change in non-cash working capital (36,892) 3,045 (36,430) 6,422
(399,793) (120,323) (967,022) (385,243)

Financing activities
Advances from (to) related parties (8,246) - (29,607) -
Issuance of shares for cash 3,259,695 - 6,882,043 404,108
Repayment of promissory notes payable - - (34,401) -
Share issue costs (181,153) - (299,897) -
Share subscriptions collected - - (15,000) -
3,070,296 - 6,503,138 404,108

Investing activities

Exploration advances (87,865) - (87,865) -
Acquisition of mineral properties (2,322,160) - (3,373,060) -
Deferred exploration expenditures (18,542) - (182,840) -
Deposit on option to purchase - - (983,000) -
(2,428,567) - (4,626,765) -

Effect of foreign exchange translation on cash (5,511) - (15,511) -
Net increase (decrease) in cash 236,425 (120,323) 893,840 18,865
Cash, beginning of period 658,083 149,085 668 9,897
Cash, end of period $ 894,508 $ 28,762 $ 894,508 $ 28,762

Supplemental cash flow disclosure (note 8)
Interest received (paid) $ -
Income taxes paid $ -
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See accompanying notes to unaudited interim financial statements




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements
(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

1.

Nature of Operations

Pursuant to a resolution passed by the shareholders, the common shares of Thelon Capital Ltd.
commenced trading on the TSX Venture Exchange on February 4, 2010 and the common shares of Thelon
Ventures Ltd. were delisted. The Company also consolidated its share capital on a ten old for one new
basis. The Company is incorporated under the Company Act of British Columbia and its principal activity is
the exploration of mineral properties.

These financial statements have been prepared in accordance with Canadian generally accepted
accounting principles on a going concern basis, which presume the realization of assets and discharge of
liabilities in the normal course of business for the foreseeable future. The Company’s ability to continue as
a going concern is dependent upon achieving profitable operations and upon obtaining additional financing.
The outcome of these matters cannot be predicted at this time. These financial statements do not include
any adjustments to the amounts and classification of assets and liabilities that might be necessary should
the Company be unable to continue in business.

The recoverability of amounts shown as mineral properties and deferred exploration costs is dependent
upon the existence of economically recoverable reserves, the ability of the Company to obtain necessary
financing to complete their development, and future profitable production or disposition thereof.

Although the Company has taken steps to verify title to mineral properties in which it has an interest, in
accordance with industry norms for the current stage of exploration of such properties, these procedures
do not guarantee the Company'’s title. Properties may be subject to unregistered prior agreements and
non-compliance with regulatory requirements.

Significant Accounting Policies

These interim financial statements have been prepared in accordance with Canadian generally accepted
accounting principles and follow the same accounting policies and principles as disclosed in the
Company’s most recent audited annual financial statements, except as stated. Accordingly, these financial
statements should be read in conjunction with the Company’s September 30, 2010 audited financial
statements.

In the opinion of management, all adjustments considered necessary for fair presentation have been
included, and all such adjustments are of a normal and recurring nature.

Cash and Cash Equivalents

Included in cash is a redeemable, variable rate guaranteed investment certificate (“GIC”) in the principal
amount of $23,000 maturing May 2, 2012, held as collateral against credit cards issued to the Company for
various personnel. The interest rate is prime less 2.05%.




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements
(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

4. Equipment

June 30

2011

Accumulated Net book

Cost amortization value

Furniture and fixtures $ 9,068 $ 8,521 $ 547
Computer equipment 22,357 20,638 1,719
$ 31,425 $ 29,159 $ 2,266

September 30

2010

Accumulated Net book

Cost amortization value
Furniture and fixtures $ 9,068 $ 8,425 $ 643
Computer equipment 22,357 20,138 2,219
$ 31,425 $ 28,563 $ 2,862

5. Mineral Properties

a)

Athabasca Basin Property

By agreement dated March 9, 2005, the Company entered into an option agreement to acquire a
100% interest (subject to a 3% smelter royalty) in three mineral prospecting permits totaling
approximately 120,000 hectares, located in the Athabasca Basin, Saskatchewan.

Consideration is cash of $100,000 (paid) and 100,000 common shares (issued).

By agreement dated August 9, 2006, the Company entered into an option agreement with Triex
Minerals Corporation (“Triex”), in which Triex can acquire up to an 80% interest in the Athabasca
Basin Properties located in northern Saskatchewan. Triex earned an initial 51% interest in the
Property at which time a Joint Venture was formed, by incurring $250,000 in expenditures on the
property before December 1, 2006, of which $90,000 may be paid in the form of direct payments to
the Company. During the year ended September 30, 2007, Triex paid $80,385 in direct payments to
the Company and incurred the required amount of expenditures on the property in order to satisfy the
First Option.

Triex can earn an additional 9% interest by incurring $1,500,000 before September 1, 2008
(completed), an additional 10% interest by incurring $1,200,000 before April 30, 2010 (completed), and
an additional 10% interest by incurring $3,100,000 before April 30, 2013 (completed).

Thelon and Triex have formed a 20%-80% joint venture. The Company’s investment in the Joint
Venture is recorded at the carrying value of the Athabasca Basin Property.




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements
(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

5.

6.

7.

Mineral Properties (continued)
b) Jellico Coal Property

On June 9, 2010, the Company announced that it had entered into an agreement to acquire 100% of
the Jellico Coal Project which consists of approximately 6,000 acres of coal mineral and surface rights
in Campbell and Clairborne counties in the State of Tennessee. The purchase agreement dated
December 14, 2010 was amended on March 16, 2011 and again on August 8, 2011. The purchase
price is: 7,000,000 common shares (issued); US$1,000,000 (paid) on signing; US$3,000,000 of which
US$2,421,174 has been paid, and an extension has been granted for the balance of US$578,826 due
on December 15, 2011; take over debt obligations of the vendor of approximately US$4,800,000; and
issue a promissory note to the vendor for US$8,485,000 due in 10 years bearing interest at a rate of
6% per annum, interest paid monthly, with an annual payment starting on or before December 31,
2013 of 10% of the principal. The Company also agrees to pay a gross overriding production royalty
based on selling prices as follows:

i. up to US$80/ton, a royalty of 8% of the selling price;

i. more than US$80/ton and up to US$90/ton, a royalty of 9% of the selling price;

i more than US$90/ton and up to US$100/ton, a royalty of 10% of the selling price;

iv. more than US$100/ton and up to US$110/ton, a royalty of 12% of the selling price; and
V. more than US$110/ton, a royalty of 14% of the selling price.

A bonus of $50,000 was paid to a company controlled by a director on this transaction. Closing is to
occur upon the final payment of US$578,826 due on December 15, 2011.

At June 30, 2011, the Company had advanced $87,865 for exploration expenditures.

Option to Purchase

On February 24, 2011, the Company announced that it had entered into an option to purchase a 100%
interest in a private Tennessee mining company (“Privateco”) for US$35,000,000 plus US$7,000,000 in
surety bonds. The Company must pay US$1,000,000 (paid) within 14 days from the date of signing, or
from February 22, 2011, with US$41,000,000 due within 120 days. The Company may get a 60 day
extension by paying an additional US$500,000 prior to the expiration of the 120 day period.

Subsequent to June 30, 2011, the Company paid US$500,000 for the extension. The Letter of Intent was
also amended to reflect the balance due 60 days from July 31, 2011, or on September 29, 2011, with the
purchase price being US$1,000,000 (paid), US$24,000,000 due on closing and the vendor to invest
$2,400,000 by way of a private placement in the Company, US$1,000,000 paid on the first, second, and
third anniversary date of the closing, and US$7,000,000 paid over three years based on production along
with a production bonus of US$2,400,000 over three years paid to the vendor.

Share Capital
a) Authorized

Unlimited number of common shares without par value




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements

(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

7. Share Capital (continued)

b) Issued
Contributed
Shares Amount Surplus
Balance, September 30, 2010 10,715,973 $ 12,819,147 $ 2,329,347
Issued for property 7,033,333 2,168,333 -
Issued for debt 14,666 6,600 -
Issued for cash
Private placements 17,246,220 5,762,200 -
Exercise of warrants 4,890,282 1,067,031 -
Exercise of agent warrants 78,791 19,698 -
Exercise of stock options 440,000 88,250 -
Reallocation from contributed surplus - 77,361 (77,361)
Share issue costs
Cash - (299,897) -
Agents warrants issued - (281,848) 281,848
Stock based compensation - - 592,521
Balance, June 30, 2011 40,419,265 $ 21,426,875 $ 3,126,355

c) Private placements

0] On October 20, 2010, the Company closed a non-brokered private placement of 6,661,998 units
at $0.15 per unit for gross proceeds of $999,300. Each unit consisted of one share and one
purchase warrant exercisable into one common share at $0.25 during the first year and $0.35
during the second year. The Company also issued 581,666 agent warrants exercisable into one
common share at $0.25 during the first year and $0.35 during the second year.  The agent
warrants have a fair value, calculated using the Black-Scholes option pricing model, of
$101,686 or $0.17 per warrant, assuming an expected life of two years, a risk-free interest rate
of 1.45%, an expected dividend rate of 0.00% and an expected annual volatility coefficient of
156.00%.

(i)  On March 7, 2011, the Company closed a non-brokered private placement of 3,612,000 units at
$0.45 per unit for gross proceeds of $1,625,400. Each unit consisted of one share and one
purchase warrant exercisable into one common share at $1.00 during the first year and $1.25
during the second year. The Company also issued 252,840 agent warrants exercisable into one
common share at $1.00 during the first year and $1.25 during the second year.  The agent
warrants have a fair value, calculated using the Black-Scholes option pricing model, of $53,780
or $0.21 per warrant, assuming an expected life of two years, a risk-free interest rate of 1.85%,
an expected dividend rate of 0.00% and an expected annual volatility coefficient of 141.00%.

(i) On April 11, 2011, the Company closed a non-brokered private placement of 6,972,222 units at
$0.45 per unit for gross proceeds of $3,137,500. Each unit consisted of one share and one
purchase warrant exercisable into one common share at $1.00 during the first year and $1.25
during the second year. The Company also issued 488,055 agent warrants exercisable into one
common share at $1.00 during the first year and $1.25 during the second year. The agent
warrants have a fair value, calculated using the Black-Scholes option pricing model, of
$126,382 or $0.26 per warrant, assuming an expected life of two years, a risk-free interest rate
of 1.93%, an expected dividend rate of 0.00% and an expected volatility coefficient of 143.00%.
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Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements
(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

7. Share Capital (continued)
d) Warrants outstanding

Number of Weighted Avg

Warrants Exercise Price
Outstanding, September 30, 2010 4,241,282 $ 0.34
Warrants granted 17,246,220 0.81
Warrants exercised (4,890,282) (0.22)
Qutstanding, June 30, 2011 16,597,220 $ 0.83

As at June 30, 2011, the following share purchase warrants of the Company were outstanding:

Exercise Price Number of Warrants Expiry Date
$ 0.25 (1)@ 10,000 August 5, 2011

$ 0.25 (1) 10,000 October 29, 2011

$ 0.30 150,000 March 25, 2012

$ 0.30 498,000 March 26, 2012
$0.25/$0.35 5,344,998 October 20, 2012
$1.00/$1.25 3,612,000 March 7, 2013
$1.00/$1.25 6,972,222 April 11, 2013

16,597,220

(1) On October 21, 2010, the Company re-priced 140,000 warrants expiring on August 5, 2011 and 342,500 warrants expiring
on October 29, 2011, from $1.00 to $0.25.
(2) Expired subsequent to June 30, 2011.

e) Agent warrants outstanding

Number of Weighted Avg

Warrants Exercise Price
Agent warrants granted 1,322,561 $ 0.76
Agent warrants exercised (78,791) (0.25)
QOutstanding, June 30, 2011 1,243,770 $ 0.79

As at June 30, 2011, the following agent warrants of the Company were outstanding:

Exercise Price Number of Warrants Expiry Date
$0.25/$0.35 502,875 October 20, 2012
$1.00/$1.25 252,840 March 7, 2013
$1.00/$1.25 488,055 April 11, 2013

1,243,770

11




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements
(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

7. Share Capital (continued)

f)

Options outstanding

The Company, in accordance with the policies of the TSX Venture Exchange, is authorized to grant
options to directors, officers, and employees to acquire common shares. The Company’s previous
stock option plan was cancelled and the Company has adopted the 2011 Stock Option Incentive Plan
(the “Plan”). The essential elements of the Plan provide that the aggregate number of shares of the
Company’s capital stock issuable pursuant to options granted under the Plan may not exceed 10% of
the issued common shares of the Company from time to time. Options granted under the Plan may
have a maximum term of ten (10) years. The exercise price of options granted under the Plan will not
be less than the fair market value price of the shares on the date of grant of the options (defined as
the last closing market price of the Company’s shares on the last day shares are traded prior to the
grant date). Stock options granted under the Plan vest immediately subject to vesting terms which
may be imposed at the discretion of the Directors.

Weighted

Number of Average

Options Exercise Price

Outstanding, September 30, 2010 1,075,000 $ 0.20
Options granted 2,445,000 0.34
Options exercised (440,000) (0.20)
Outstanding, June 30, 2011 3,080,000 $ 0.31

The following summarizes the stock options outstanding and exercisable at June 30, 2011:

Number of Options Number of Options
Exercise Price Outstanding Exercisable Expiry Date
$ 0.20 640,000 640,000 May 5, 2012
$ 0.25 1,095,000 1,095,000 October 28, 2012
$ 0.35 200,000 200,000 December 1, 2012
$ 0.35 300,000 300,000 December 15, 2012
$ 0.45 220,000 55,000 January 3, 2013
$ 0.45 500,000 500,000 April 11, 2013
$ 0.45 125,000 - May 6, 2013
3,080,000 2,790,000

On October 28, 2010, the Company issued 1,100,000 stock options at a price of $0.25 for a period of
two years. These options have a fair value, calculated using the Black-Scholes option pricing model,
of $179,863 or $0.16 per option, assuming an expected life of two years, a risk-free interest rate of
1.45%, an expected dividend rate of 0.00% and an expected annual volatility coefficient of 158.00%.

On December 1, 2010, the Company issued 200,000 stock options at a price of $0.35 for a period of
two years. These options have a fair value, calculated using the Black-Scholes option pricing model,
of $51,254 or $0.26 per option, assuming an expected life of two years, a risk-free interest rate of
1.67%, an expected dividend rate of 0.00% and an expected annual volatility coefficient of 155.00%.
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Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements
(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

7. Share Capital (continued)

f)

Options outstanding (continued)

On December 15, 2010, the Company issued 300,000 stock options at a price of $0.35 for a period of
two years. These options have a fair value, calculated using the Black-Scholes option pricing model,
of $114,282 or $0.38 per option, assuming an expected life of two years, a risk-free interest rate of
1.72%, an expected dividend rate of 0.00% and an expected annual volatility coefficient of 156.00%.

On January 5, 2011, the Company issued 220,000 stock options at a price of $0.45 for a period of 2
years to investor relations consultants which vest quarterly over 12 months. These options have a fair
value, calculated using the Black-Scholes option pricing model, of $70,387 or $0.32 per option,
assuming an expected life of two years, a risk-free interest rate of 1.76%, an expected dividend rate of
0.00% and an expected annual volatility coefficient of 148.00%.

On April 11, 2011, the Company granted 500,000 stock options at a price of $0.45 for a period of 2
years. These options have a fair value, calculated using the Black-Scholes option pricing model, of
$155,920 or $0.31 per option, assuming an expected life of two years, a risk-free interest rate of
1.93%, an expected dividend rate of 0.00% and an expected annual volatility coefficient of 143.00%.

On May 6, 2011, the Company granted 125,000 stock options at a price of $0.45 for a period of 2
years to investor relations consultants which vest quarterly over 12 months. These options have a fair
value, calculated using the Black-Scholes option pricing model, of $33,331 or $0.27 per option,
assuming an expected life of two years, a risk-free interest rate of 1.67%, an expected dividend rate of
0.00% and an expected annual volatility coefficient of 141.00%.

8. Supplemental Cash Flow Information

The following non-cash investing and financing transactions were recorded during the period:

June 30 June 30

2011 2010

Shares issued for mineral property acquisition $ 2,168,333 % -
Agent warrants issued for share issue costs $ 281,847 % -
Amount receivable included in shares issued $ 55,136 $ -

13




Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements
(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

9.

10.

Related Party Transactions

The following amounts were paid or accrued to directors or companies controlled by directors or officers of
the Company for services provided. These amounts have been recorded at the exchange amount being

the compensation agreed to by both parties:

June 30 June 30

2011 2010

Bonus (note 5(b)) $ 50,000 $ -
Consulting $ 41,500 $ 39,125
Director fees $ 17,000 $ -
Management fees $ -8 16,500
Office and administration $ 46,650 $ 84,304

The amount due to related parties at June 30, 2011 is $5,804 (September 30, 2010 — $35,411) due to a
director.

Effective January 1, 2011, the Company has agreements with companies controlled by a director of the
Company to provide administrative and consulting services for a one year term in the amounts of $5,411
and $4,500 respectively, to be paid on the first day of each month.

Amounts due to/from related parties are unsecured, do not bear interest, and are classified as current due
to their nature and expected time of repayment; accordingly, the fair value cannot be practicably
determined.

Segmented Information

The Company operates in one industry segment, the junior natural resource — mining industry, and in two
geographical segments, Canada and the United States. The significant categories identifiable with these

geological areas are as follows:

June 30, 2011

Canada us Total
Exploration advances $ - % 87,865 $ 87,865
Mineral property acquisition costs $ 240,000 $ 5,508,060 $ 5,748,060
Deferred exploration expenditures $ 249,822 % 182,840 $ 432,662
Total assets $ 1,480,203 $ 6,761,823 $ 8,242,026

September 30, 2010

Canada us Total
Exploration advances $ -8 - % -
Mineral property acquisition costs $ 240,000 $ - $ 240,000
Deferred exploration expenditures $ 249,822 % - $ 249,822
Total assets $ 516,749 $ - $ 516,749
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Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements
(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

11. Financial Instruments

Capital risk management

The Company manages its capital to ensure it will be able to continue as a going concern largely through
equity financing. These stock issues depend on numerous factors including a positive mineral exploration
environment, positive stock market conditions, a company’s track record, and the experience of
management. The capital structure of the Company consists of shareholders’ equity comprising issued
capital, contributed surplus, and deficit. The Company does not have any externally imposed capital
requirements.

Financial risk management
The Company monitors and manages the financial risks relating to operations through analysis of
exposures by degree and magnitude of risks. These risks include credit risk, market risk, and liquidity risk.

Credit risk

Credit risk refers to the risk that another entity will default on its contractual obligations resulting in financial
loss to the Company. The Company’s only significant financial assets are cash which is on deposit at a
high credit-worthy financial institution, the amounts receivable, and prepaid expenses. These financial
assets are not subject to material financial risks.

Market risk

Market risk includes currency risk, interest rate risk, and price risk. The Company’s activities expose it
primarily to the financial risks of changes in the price of resources. The Company does not currently hold
any financial instruments that mitigate this risk.

Foreign currency risk

Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in the foreign exchange rates. The Company’s functional and reporting currency is
the Canadian dollar.

The Company is exposed to the financial risk related to the fluctuation of foreign exchange rates to the
extent that various transactions incurred by the Company are not denominated in Canadian dollars. As at
June 30, 2011, the Company has various agreements in US dollars and is therefore subject to currency
exchange risk arising from the degree of volatility in the exchange rate changes between the Canadian
dollar and the US dollar. As at June 30, 2011, the Company had US$62 in cash converted into Canadian
dollars using an exchange rate of 0.9643. The Company has not entered into any foreign currency
contracts to mitigate foreign currency risk.

Liquidity risk

Liquidity risk refers to the risk that the Company will not be able to meet its financial obligations when they
become due, or can only do so at excessive cost. The Company expects to satisfy obligations under
accounts payable and accrued liabilities. Management intends to continue, as was done in the past, to
finance its activities by raising funds by private equity investments, loans, or debentures. Even if it
succeeded in financing its activities in the past, management cannot comment on the success of its future
fund raising and believes that the liquidity risk is high.
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Thelon Capital Ltd.
(formerly Thelon Ventures Ltd.)

Notes to the Unaudited Interim Financial Statements
(Unaudited — Prepared by Management)

For the Nine Months ended June 30, 2011

12. Subsequent Events

a)
b)
c)
d)
e)

f)

g)
h)

On July 13, 2011, 17,500 stock options were exercised at $0.20 for gross proceeds of $3,500.

On July 13, 2011, 100,000 stock options were exercised at $0.25 for gross proceeds of $25,000.

On July 13, 2011, 215,000 agent warrants were exercised at $0.25 for gross proceeds of $53,750.

On July 14, 2011, 50,000 warrants were exercised at $0.25 for gross proceeds of $12,500.

On July 20, 2011, 50,000 warrants were exercised at $0.25 for gross proceeds of $12,500.

On July 28, 2011, the Company announced that it has arranged a $25 million royalty stream debt
facility (the “Financing”) with Waterton Global Value L.P., a mining-focused investment group based in
Toronto, Ontario. The proceeds of the Financing will be used to complete the purchase of a private
coal mining company (see note 6). The Financing is subject to the completion of a $20 million equity
financing and certain other standard debt financing conditions.

On July 25, 2011, 1,000,000 warrants were exercised at $0.25 for gross proceeds of $250,000.

On July 27, 2011, 506,666 warrants were exercised at $0.25 for gross proceeds of $126,667.
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