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PART I - FINANCIAL INFORMATION.

CALAIS RESOURCES, INC.
(A Mining Company in the Exploration Stage)
CONSOLIDATED BALANCE SHEETS

As of
August 31,2011 May 31, 2011
ASSETS (unaudited)
Current Assets
Cash and cash equivalents $ 94,351 $ 913,182
Prepaid expenses and other assets 81,226 39,961
Total current assets 175,577 953,143
Restricted cash 15,400 15,400
Note receivable 60,000 60,000
Fixed assets, net 15,213 15,313
Total assets $ 266,190 $ 1,043,856
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities $ 926,458 $ 1,631,568
Convertible debenture 676,256 702,964
Notes payable 10,253,878 10,253,878
Total current liabilities 11,856,592 12,588,410
Royalty interest 150,000 150,000
Environmental remediation liabilities 50,000 50,000
Total liabilities 12,056,592 12,788,410
Shareholders' Deficit
Common stock, no par value, unlimited shares 36,645,229 35,866,729
authorized, 153,844,986, and 149,184,986 shares issued
and outstanding as of August 31, 2011 and May 31,
2011, respectively
Deficit accumulated in the exploration stage (48,194,361) (47,371,579)
Accumulated other comprehensive loss (241,270) (239,704)
Total Shareholders' Deficit (11,790,402) (11,744,554)
Total Liabilities and Shareholders' Deficit $ 266,190 $ 1,043,856

See accompanying notes to the unaudited consolidated financial statements.



CALAIS RESOURCES, INC.
(A Mining Company in the Exploration Stage)
CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

December 30, 1986

Three Months Ended August 31, (inception) through
2011 2010 August 31, 2011
Sales $ - $ - $ -
Operating Costs and Expenses
Costs applicable to sales 307,820 - 307,820
General and administrative expense 444,893 184,599 12,759,870
BExploration and business development expenses 18,937 15,937 12,400,890
Depreciation and amortization expense 100 - 202,802
Total operating costs and expenses 771,750 200,536 25,671,382
Loss from Operations (771,750) (200,536) (25,671,382)
Other (income) and expenses
Loss on impairment - - 9,808,572
(Gain) loss on settlement of debts - (20,214) (3,388,742)
Interest and financing fees 207,160 213,531 14,646,505
Foreign currency transaction loss 407 - 1,368,278
Other (income) expense (156,535) - 88,366
Total other (income) and expenses 51,032 193,317 22,522,979
Loss before income taxes (822,782) (393,853) (48,194,361)
Income taxexpense (benefit) - - -
Net loss $ (822,782)  $ (393853) % (48,194,361)
Other comprehensive loss (income) - foreign currency
translation adjustments 1,566 12,431 241,270
Comprehensiwe loss $ (824,348) $ (406,284) $ (48,435,631)
Basic and diluted weighted-average number of common 151,608,139 85,410,751
shares outstanding
Basic and diluted loss per common share $ (001) % (0.00)

See accompanying notes to the unaudited consolidated financial statements.



CALAIS RESOURCES, INC.

(A Mining Company in the Exploration Stage)
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Cash flows from operating activities:
Net loss

Adjustments to reconcile net loss to net cash used in operating

activities:
Accretion expense
Amortization of deferred financing costs
Depreciation and depletion
Non-cash interest expense
Loss on impairment of mineral properties
Loss on impairment of investment
Common shares issued in connection with trust deed
modification
Common shares issued in connection with debt settlement
Common shares issued for services
Warrants cancelled for services
Warrants issued in connection with debt restructure
Losses (gains) recognized in connection with debt settlement
Gain on sale of property, plant and equipment
Loss on disposal of property, plant and equipment
Loss on abandonment of mineral properties
Loss on default of exploration development agreement
Loss on foreign exchange
Environmental remediation liability

Changes in operating assets and liabilities:
(Increase) decrease in prepaid expenses

Increase (decrease) in accounts payable and other current liabilities

(Increase) decrease in other operating assets and liabilities
Net cash (used in) operating activities

Cash flows frominvesting activities:

Purchase of mineral properties & equipment

Dispositions of equipment

Net additions to equipment

Deferred exploration expenditures

Deposit on equipment

Acquisition of shares of subsidiary

Advance to subsidiary

Payable under option agreement

Refundable deposit on purchase of shares of subsidiary
Net cash provided by (used in) investing activities

See accompanying notes to the unaudited consolidated financial statements.

Three Months
Ended August 31,
2011

Three Months
Ended August 31,
2010

December 30,
1986 (inception)
through
August 31,2011

$ (822,782)

100
206,763

(156,500)

407

(41,265)
(911,873)

$ (393,853)

207,073

50,000

(20,214)

(28,582)
112,779
10,321

$ (48,194,361)

105,655
3,369,936
201,135
12,046,663
8,824,989
983,583

90,000
1,048,053
1,524,441

(18,173)
155,007
(3,098,846)
(151,627)
8,040,143
300,600
456,090
1,687,048
50,000

(122,568)
1,606,156
(202,667)

(1,725,150)

(62,476)

(11,298,742)

156,500

(17,481,692)
317,852
(183,542)
(143,071)
(17,880)
(715,932)
(177,875)
716,481
(73,847)

156,500

(17,759,506)




CALAIS RESOURCES, INC.

(A Mining Company in the Exploration Stage)
CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
(UNAUDITED)

Cash flows from financing activities:
Proceeds fromsale of common shares
Proceeds fromsale of private equity
Proceeds from borrowings long term-debt
Proceeds fromborrowing on shareholder note
Repayments of long term debt
Repayments of debt - convertible debentures
Advances to affiliated companies, shareholders and directors
Restricted cash
Share subscriptions received in advance

Net cash provided by financing activities

Effect of foreign exchange
Net change in cash and cash equivalents

Cash at beginning of period
Cash at end of period

Supplemental Cash Flow Information
Interest expense paid in cash

Interest received

Debt restructuring - warrants issued

Common shares issued in connection with debt restructuring and
settlement of accrued liabilities

Common shares issued for acquisition of property

Shares issued for mineral property development

Shares issued for repayment of shareholder advances

See accompanying notes to the unaudited consolidated financial statements.
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CALAIS RESOURCES, INC.
(A Mining Company in the Exploration Stage)
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2011

NOTE 1 - ORGANIZATION AND BASIS OF PRESENTATION

Calais Resources, Inc. was incorporated under the laws of the Province of British Columbia, Canada, on
December 30, 1986. Calais Resources, Inc. and its subsidiaries (collectively with its subsidiaries, referred to herein
as “Calais”, “we”, “us” or “our”) is currently in the process of exploring various mineral interests, primarily gold

and silver. We are headquartered in Colorado, and have mining interests in Colorado and Nevada.

Our consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America ("U.S. GAAP"). The preparation of our consolidated financial statements
requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and related
disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported
amounts of revenues and expenses during the reporting period. The more significant areas requiring the use of
management estimates and assumptions relate to the valuation of deferred tax assets accruals for liabilities and the
fair value of financial instruments. We base our estimates on historical experience and on various other assumptions
that are believed to be reasonable under the circumstances. Accordingly, actual results may differ significantly from
these estimates under different assumptions or conditions.

Our activities to date have primarily consisted of raising capital and acquiring and exploring our mining interests.
We have had no significant revenue in our history. Accordingly, we are considered to be in the exploration stage.

Our fiscal year end is May 31st. Through May 31, 2004, we reported our financial information using Canadian
Generally Accepted Accounting Principles (“Canadian GAAP”) using the Canadian dollar as our functional and
reporting currency. During the fiscal year ended May 31, 2005, we changed our reporting basis to the United States
Generally Accepted Accounting Principles (“U.S. GAAP”) and our functional and reporting currency to the United
States dollar (“U.S. dollar”).  Accordingly, historical cumulative financial information included in this Quarterly
Report on Form 10-Q has been restated using U.S. GAAP with a functional and reporting currency of the U.S.
dollar, unless otherwise noted. All references herein to “$” and “US$” refer to U.S. dollars. Unless otherwise
specified, all dollar amounts are expressed in United States dollars. All references to Common Shares refer to
shares of our common stock (without par value) unless otherwise indicated.

NOTE 2 - LIQUIDITY

As of August 31, 2011, we had a working capital deficit of $11,681,015, and for the three months then ended cash
used in operating activities amounted to $1,725,150. To date, we have not generated any revenues from operations
and have incurred losses since inception resulting in a deficit accumulated during the development stage of
$48,194,361 through August 31, 2011. Further losses are anticipated as we continue to be in the exploration stage,
as defined in ASC Topic 915, Development Stage Entities.

Our ability to continue as a going concern depends upon our ability to generate profitable operations in the future
and/or to raise additional funds through equity or debt financing. Since inception, we have raised $23,446,994
through the issuance of equity securities and $17,311,960 through the issuance of debt instruments, which has been
used primarily to provide operating funds, repay long term debt, and acquire mineral interests. Subsequent to
August 31, 2011, we have acquired an additional $420,000 through financing, as described more fully in Note 12.
There is no assurance that we will be able to obtain additional funding when needed, or that such funding, if
available, can be obtained on terms acceptable to us or at all. If we cannot obtain needed funds for implementing
our mine plan after completion of the feasibility study, we may be forced to curtail or cease our activities. Equity
financing, if available, may result in substantial dilution to existing stockholders. All of these factors cause
substantial doubt about our ability to continue as a going concern. These financial statements do not include any



adjustments relating to the recoverability and classification of recorded assets, or the amounts of and classification
of liabilities that might be necessary in the event we cannot continue as a going concern.

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Foreign Currency

We have recorded amounts payable related to a convertible debenture that is denominated in Canadian dollars. As of
August 31, 2011 and 2010 adjustments resulting from liabilities denominated in a foreign currency have been
reported as other comprehensive loss in our financial statements.

Impairment of Long-Lived Assets

We review and evaluate long-lived assets for impairment at least once per year, or more often when events or
changes in circumstances indicate that the related carrying amounts may not be recoverable. During the three
months ended August 31, 2011 and 2010 we did not record any impairment expense.

Reclassifications

Certain accounts and financial statement captions in the prior periods have been reclassified to conform to the
presentation in the current period financial statements.

Recent Accounting Pronouncements

The Company evaluates the pronouncements of various authoritative accounting organizations, primarily the
Financial Accounting Standards Board (“FASB”), the SEC, and the Emerging Issues Task Force (“EITF”), to
determine the impact of new pronouncements on U.S. GAAP and the impact on the Company.

In January 2010, the FASB issued ASU 2010-06, Fair Value Measurements and Disclosures (Topic 820), which
requires reporting entities to make new disclosures about recurring or nonrecurring fair value measurements
including significant transfers into and out of Level 1 and Level 2 fair value measurements and information on
purchases, sales, issuances, and settlements on a gross basis in the reconciliation of Level 3 fair value measurements.
ASU 2010-6 is effective for annual reporting periods beginning after December 15, 2009, except for Level 3
reconciliation disclosures which are effective for annual periods beginning after December 15, 2010. We do not
have any assets or liabilities classified as Level 3. We have adopted the Level 1 and Level 2 amendments
accordingly. As the update only pertained to disclosures, it had no impact on our financial position, results of
operations, or cash flows upon adoption.

Use of Estimates and Significant Estimates

Certain amounts in our financial statements are based upon significant estimates including environmental
remediation obligations, accrued liabilities and a provision for income taxes. Actual results could materially differ
from those estimates.

NOTE 4 - MINERAL INTERESTS

There were no material changes to our mineral properties from those disclosed in the audited annual consolidated
financial statements for the year ended May 31, 2011.

During the quarter ended August 31, 2011 we began test mining operations at our Cross mine. We have begun test
processing at an out of state facility. We have incurred $307,820 in costs associated with these operations, while we
have not generated revenues through August 31, 2011.



On August 11, 2011 we renewed a convertible debenture payable to Aardvark Agencies Inc. “AAl” which contained
repurchase rights for interests in our Caribou properties, including the price payable for the reacquisition (a total of
Cdn$747,728) and AAI’s right to convert that debenture before it is paid (Note 6).

NOTE5-DEBT

As of August 31, 2011 and May 31, 2011, we had one outstanding note payable in the amount of $10,253,878 (the
“Brigus Note™). The original maturity date for the note was February 1, 2011. On January 15, 2011, we received
forbearance under the terms of an agreement effectively extending the maturity date of the debt through June 30,
2011. On June 8, 2011, we and the note holder extended the maturity of the note through October 31, 2011. In
connection with this forbearance we paid the note holder $1,000,000 which was applied against interest due on the
promissory notes. The note bears interest at 8% and is secured by a lien on our Caribou property.

We continue to explore financing opportunities related to the October 31, 2011 maturity date of the Brigus Note.

As of August 31, 2011 and May 31, 2011, we have accrued interest in the amount of $296,764 and $1,090,001,
respectively.

NOTE 6 - DEBENTURES

A summary of convertible debentures outstanding is as follows:

August 31, May 31,
2011 2011
Debenture (a) $ 676,256 $ 702,964
Total debenture payable 676,256 702,964
Less: Current portion (676,256) (702,964)
Long-term portion $ - $ -

(a) This debenture is unsecured, non-interest bearing, and initially matured in May 2011. This debenture is owned
by Marlowe Harvey who was the President and a director of ours until he resigned as President in 2000 and as a
director in November 2003. The debenture is convertible into common stock at $1.23 in Canadian Dollars at the
holder’s discretion and contains no restrictive covenants.

This debenture matured in May 2011. On August 11, 2011 the convertible debenture was renewed for a period of
ten years maturing on August 31, 2021. All terms contained in the debenture agreement remain consistent with the
original note, as fully described in our annual report on Form 10-K for the period ended May 31, 2011.

NOTE 7 - SHAREHOLDERS’ DEFICIT

Common Stock - We have authorized an unlimited number of common shares of our no par value common stock.
Common shares outstanding as of August 31, 2011 and May 31, 2011 were 153,844,986 and 149,184,986,
respectively.

Transactions involving our common stock during the three months ended August 31, 2011 were as follows:

e We raised $778,500 in cash from accredited investors for the sale of units comprising 4,660,000 shares of
restricted common stock and warrants to purchase 2,330,000 of common shares. The common stock prices
ranged from $0.10 to $0.20 per share and the warrants had exercise prices from $0.20 to $0.30 per share
with expiration dates of June, July and August 2012.



NOTE § - COMMON STOCK WARRANTS

The following table summarizes information about outstanding stock purchase warrants as of August 31, 2011:

Number of Warrants Exercise
Outstanding Price

Outstanding as of May 31, 2011 31,498,196 $0.12-$0.25

Issued 2,330,000 $0.20-$0.30

Expirations -

Balance at August 31, 2011 33,828,196 $0.12-$0.30

Remaining Exercise Price
Exercise Contractual Life in Times Number of Weighted Average
Price Number of Shares Years Shares Exercise Price

$0.12 11,246,141 1.25 1,349,537

$0.12 4,136,259 15 496,351

$0.12 5,060,496 15 607,260

$0.12 480,000 1.8 57,600

$0.12 8,249,900 9.9 989,988

$0.20 2,825,400 15 565,080

$0.25 875,000 9.2 218,750

$0.30 955,000 1.0 286,500

33,828,196 4,571,066 $0.14

NOTE 9 - LOSS PER SHARE

Basic loss per share is computed by dividing income available to common stockholders by the weighted-average
number of shares outstanding during the period. Diluted earnings per share reflect the potential of securities that
could share in our earnings. All of the common shares underlying warrants outstanding as of August 31, 2011 and
2010 were excluded from diluted weighted average shares outstanding for each of the respective years because their
effects were considered anti-dilutive

NOTE 10 - RELATED PARTY TRANSACTIONS

We have frequent transactions with related parties, employees and shareholders holding more than 10% of our
outstanding common stock. Transactions involving related parties during the three months ended August 31, 2011
were as follows:

e Our notes payable balance as of August 31, 2011 consisted of one note payable to Brigus Gold Corp.
(“Brigus™). When this note was consummated in February 2010, the counterparty to this note was Apollo
Gold Corp., a predecessor of Brigus. Our now-current CEO, R. David Russell, was the CEO of Apollo
Gold Corp. at that time.

e From time to time, our President and Vice President of Corporate Development incur expenses on behalf of
the Company and are reimbursed by us. As of August 31, 2011, included in accounts payable are amounts
due to the officers as reimbursement. These amounts are not considered to be material.

e The Canadian-dollar denominated convertible debenture (Note 6) is owned by a company related to a
shareholder and former director.
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NOTE 11 - COMMITMENTS AND CONTINGENCIES

There have been no material changes to our obligations as described in our annual report on Form 10-K issued in
connection with the fiscal year ended May 31, 2011. We may from time to time become subject to various claims
and litigation. The Company vigorously defends its legal position when these matters arise. The Company is neither
a party to, nor the subject of, any material pending legal proceeding nor to the knowledge of the Company are there
any such legal proceedings threatened against the Company.

NOTE 12 - SUBSEQUENT EVENTS

We have evaluated all of our activity and have concluded that no subsequent events have occurred that would
require recognition in the consolidated financial statements or disclosure in the notes to the unaudited consolidated
financial statements, except as disclosed below.

Employment Agreements

Effective September 1, 2011, the Company entered into employment agreements with certain directors and officers
of the Company, which supercede prior existing agreements. The employment agreements provide for increases in
compensation, performance bonuses, stock grants, and other certain health and travel benefits. The agreements have
no termination date; however, they provide for termination related to circumstances relative to: the employee’s
voluntary termination; termination due either death or disability; the employee’s termination without cause; or
termination resultant to the Company’s effective change of control, as defined in the employment agreements.

Debenture Settlements

Lynne Martin Settlement

On September 20, 2011, we paid the final installment on the Settlement Agreement with Lynne Martin, in the
amount of $28,681.

Common Stock

Since August 31, 2011, we have issued 3,966,668 shares of our restricted common stock and 1,983,335 warrants to
purchase our common shares for net cash proceeds of $420,000.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Cautionary Statement Regarding Forward-Looking Statements

The following discussion and analysis should be read in conjunction with the accompanying financial statements
and related notes included elsewhere in this report. It contains forward looking statements that reflect our future
plans, estimates, beliefs and expected performance. The forward looking statements are dependent upon events,
risks and uncertainties that may be outside our control. Our actual results could differ materially from those
discussed in these forward looking statements.

In our effort to make the information in this report more meaningful, this Quarterly Report on Form 10-Q and
documents incorporated by reference herein (or otherwise made by us or on our behalf) contain both historical and
forward-looking statements. Such forward-looking statements are not based on historical facts, but rather reflect the
current expectations of our management concerning future results and events. Forward-looking statements are
generally accompanied by words such as “estimate,” “project,” “predict,” “believe,” “expect,” “anticipate,” “plan,”
“goal” or other similar words or variations that convey the uncertainty of future events or outcomes. These
statements are based on the beliefs an assumptions of our management based on information currently available to
us. These statements by their nature are subject to certain risks, uncertainties and assumptions and will be influenced
by various factors, some of which are beyond our control. Actual results could vary materially from future results
expressed or implied by such forward-looking statements. Important factors that could cause actual results to differ
materially from the forward-looking statements include, without limitation, the following risk factors:

our ability to execute against our plans;

our ability to continue as a going concern;

the possible loss of our interest in our Caribou properties if we do not meet our debt obligations;

the potential that we will not obtain good title to our Manhattan project;

the volatility and low trading volume of our common stock;

our ability to secure additional capital;

the possibility we may never achieve any mineral production;

o the future dilution to our shareholders from future capital-raising activities and payments to employees,
directors and consultants;

o the possibility our Board of Directors may issue authorized and unissued shares of common stock and
preferred stock;

the effects the penny stock rules may have on the trading of our stock;

our dependence on a few key employees;

the influence of a few large shareholders on our business;

risks associated with our incorporation in Canada;

our lack of experience in mining and selling minerals;

operational and environmental risks associated with the mining industry;

the effect of government regulations on our business;

lack of clear title to our mineral prospects;

the fact our mineral interests are not yet proven;

fluctuation in the prices of gold and silver; and

the limited liquidity in our common stock due to a cease trade order issued by the British Columbia
Securities Commission in February 2005 and an administrative action initiated by the Securities and
Exchange Commission to revoke our registration as a reporting company under the Securities Exchange
Act of 1934.

All forward-looking statements speak only as of the date made. All subsequent written and oral forward-looking
statements attributable to us, or persons acting on our behalf, are expressly qualified in their entirety by these
cautionary statements. Except as required by law, we undertake no obligation to update any forward-looking
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statement to reflect events or circumstances after the date on which it is made or to reflect the occurrence of
anticipated or unanticipated events or circumstances.
Executive Summary

We are a mineral exploration company engaged directly and indirectly through subsidiaries, in the acquisition and
exploration of minerals and metals, primarily gold and silver. Our business is currently in the exploratory or
exploration stage as defined by Accounting Standards Codification (“ASC”) 915-10 and SEC Industry Guide 7 and,
to date, our activities have not included development or mining operations. Our primary property is the Caribou
project (advanced exploration stage) located in Nederland, Colorado; we also have properties in Nye County,
Nevada.

Recent Events

Mining and Milling Operations

During the quarter ended August 31, 2011, we began test mining operations at our Cross mine. We have begun test
processing at an out of state facility, in connection therewith we incurred $307,820 in costs associated with these
operations. While we have not generated revenues as of August 31, 2011, we expect to generate revenues beginning
sometime during the last four months of calendar 2011.

Note Payable

On January 15, 2011, we received forbearance under the terms of an agreement effectively extending the maturity
date of our 8% $10,253,878 note payable through June 30, 2011. This note was originally due on February 1, 2011
and is secured by a lien on our Caribou property. On June 8, 2011, we and Brigus extended the maturity under the
forebearance to October 31, 2011, under the provision that we pay Brigus at least $1,000,000 on or before June 30,
2011, which would be applied against interest due on the promissory note covered by the Forebearance Agreement.
We paid Brigus $1,000,000 on June 8, 2011 thereby extending the maturity date to October 31, 2011. We continue
to explore financing opportunities related to the pending maturity of the Brigus note.

Common Stock

During the quarter ended August 31, 2011, we have issued 4,660,000 shares of our restricted common stock as
follows:
e 4,660,000 for cash proceeds of $778,500
e Since August 31, 2011, we have issued 3,966,668 shares of our restricted common stock and
1,983,335 warrants to purchase our common shares for net proceeds of $420,000.

Interim Financial Statements

The financial information with respect to the three months ended August 31, 2011 and 2010, discussed below, is
unaudited. In the opinion of management, such information contains all adjustments, consisting only of normal
recurring accruals, necessary for a fair presentation of the results for such periods. The results of operations for
interim periods are not necessarily indicative of the results of operations for the full fiscal years.

Results of Operations

During the three months ended August 31, 2011, we generated a net loss of $822,782 compared to a net loss of
$393,853 during the three months ended August 31, 2010. This increase of $428,929 or 109% results from the start
of test mining operations at our Cross mine, as well as higher wages and benefits expense and higher consulting and
professional fees in 2011 as compared to 2010, as discussed further below. In addition, we recognized a gain on the
sale of assets in the 2011 quarter compared to no gain or loss from sale of assets in the 2010 quarter.
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Costs applicable to Sales

During the three months ended August 31, 2011, we began test mining operations at our Cross mine. Consequently,
we incurred $307,820 in costs applicable to future sales, as compared to $nil in the corresponding 2010 period. The
increase in costs applicable to sales increased during the 2011 period as we began ore extraction on our Cross

property.
General and Administrative Expense

For the three months ended August 31, 2011, general and administrative expense was $444,893 as compared to
$184,599 in the corresponding 2010 period. The increase of $260,294 (141%) was due to increased wages and
benefits expense, and increased consulting and professional fees as discussed below.

Consulting and professional fees. For the three months ended August 31, 2011 and 2010, consulting and
professional fees were $239,159 and $84,486, respectively. The increase of $154,673 (183%) during the three
months ended August 31, 2011 is related primarily to accounting and legal services as we continued the process of
attempting to regain compliance with our SEC and Canadian reporting requirements.

Wages and benefits expense. For the three months ended August 31, 2011 and 2010, wages and benefits expense
amounted to $131,963 and $81,117, respectively. The increase of $50,846 (63%) results primarily from the addition
of our CEO and Chairman of the Board in January 2011.

Other general and administrative expenses. Additional increases in general and administrative expenses of $54,775
during the fiscal 2011 period related to increased expenses primarily attributable to the increase in day to day
operations of the Company and insurance coverage.

Other Income and Expenses

Gain on sale of assets. During the quarter ended August 31, 2011, the Company sold fully depreciated and idle
assets for $156,500 in cash proceeds. The Company recognized the full amount as a gain on sale of assets in its
current quarter financial statements, due to the write-down and full depreciation of all assets to zero in prior periods.

Interest and financing fees. For the three months ended August 31, 2011 and 2010, interest and financing fees were
$207,160 and $213,531 respectively. The decrease in the 2011 period of $6,371 was due primarily to lower finance
charges on accounts payable paid in cash.

Liquidity

Because we have not yet commenced our intended primary operations and are not yet generating revenue from any
source, our liquidity is completely reliant on our ability to generate cash through capital-raising activities. During
the three months ended August 31, 2011, we issued 4,660,000 shares of our common stock for cash proceeds of
$778,500.

Net cash flows from operating, investing and financing activities for the three months ended August 31, 2011 and
2010 were as follows:

As of August 31, 2011, we had a working capital deficit of $11,681,015 and cash of $94,351, while at May 31, 2011
we had a working capital deficit of $11,635,267 and cash of $913,182. The decrease in cash is primarily attributable
to the fact that we have no revenues from operations and continue to incur expenses. We do not expect our working
capital deficit to decrease or cash balance to increase in the near future.
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2011 2010

Net cash used in operating activities $ (1,725,150) ¢ (62,476)
Net cash provided by investing activities $ 156,500 ¢ -
Net cash provided by financing activities $ 749,819 ¢ 47,000

Net cash used in operating activities. Net cash used in operating activities of $1,725,150 and $62,476 for the three
month periods ended August 31, 2011 and 2010, respectively, are attributable to our net income adjusted for non-
cash charges as presented in the consolidated statements of cash flows and changes in working capital as discussed
above.

Net cash provided by investing activities. Net cash provided from investing activities of $156,500 and $nil for the
three month periods ended August 31, 2011 and 2010, respectively, was due to proceeds received from the 2011 sale
of fully depreciated and idle equipment.

Net cash provided by financing activities. Net cash provided by financing activities of $749,819 and $47,000 for the
three month periods ended August 31, 2011 and 2010, respectively, was primarily attributable to proceeds received
from the sale of common stock, partially offset by repayments on convertible debentures.

Going Concern

The report of our independent registered public accounting firm on the financial statements as of and for the year
ended May 31, 2011, includes an explanatory paragraph relating to the significant doubts about our ability to
continue as a going concern. As of August 31, 2011, we had an accumulated deficit of $48.2 million and have a
working capital deficit of approximately $11.7 million. We require significant additional funding to commence our
plan of operation. Our ability to establish ourselves as a going concern is dependent upon our ability to obtain
additional funding in order to finance our planned operations.

Plan of Operation

For the remainder of our 2012 fiscal year and into 2013, our primary goals are to regain compliance with the SEC
and British Columbia Securities Commission (“BCSC”) so that we can apply for a revocation of a 2004 Cease Trade
Order from the BCSC. We intend to continue to raise capital so that we may further explore extraction from our
properties which began in August 2011, thereby bringing us out of the exploration stage. We cannot anticipate our
exact cash requirements for the remainder of the fiscal year. We currently have maturing debt obligations and
require a significant amount of capital to continue test mining at our Cross mine in addition we have ongoing lease
payments on our mining properties and general and administrative expenses coupled with compliance related
expenses. We will continue to need to raise capital to fund to fund our operations and to continue to exist.

Off-Balance Sheet Arrangements

We do not have off-balance sheet arrangements.

Critical Accounting Policies and Estimates

For a discussion of accounting policies that we consider critical to our business operations and understanding of our
results of operations, and that affect the more significant judgments and estimates used in the preparation of our
unaudited condensed consolidated financial statements, see Item 7. “Management’s Discussion and Analysis of

Financial Condition and Results of Operations—Critical Accounting Policies” contained in our annual report on
Form 10-K for the year ended May 31, 2011 and incorporated by reference herein.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

Not required by Form 10-Q for Smaller Reporting Companies.
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ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures, as defined in Rule 13a-15(¢e) under the Securities Exchange Act of 1934 (the
“Exchange Act™), are our controls and other procedures that are designed to ensure that information required to be
disclosed by us in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and
reported, within the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include,
without limitation, controls and procedures designed to ensure that information required to be disclosed by us in the
reports that we file or submit under the Exchange Act is accumulated and communicated to our officers, or persons
performing similar functions, as appropriate to allow timely decisions regarding required disclosure.

Rule 13a-15 under the Exchange Act, requires us to carry out an evaluation of the effectiveness of the design and
operation of our disclosure controls and procedures as of August 31, 2011. This evaluation was conducted under the
supervision and with the participation of David K. Young (our functioning principal executive officer and principal
financial officer). Based on this evaluation, Mr. Young concluded that the design and operation of our disclosure
controls and procedures were not effective because of the identification of the material weaknesses in internal
control over financial reporting described below that existed at May 31, 2011 and August 31, 2011. In light of the
material weaknesses described above, we performed additional analysis and other post-closing procedures to ensure
our financial statements were prepared in accordance with generally accepted accounting principles
(“GAAP”). Accordingly, we believe that the financial statements included in this report fairly present, in all
material respects, our financial condition, results of operations and cash flows for the periods presented.

Management's Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting.
Internal control over financial reporting is a set of processes designed by, or under the supervision of, a company’s
principal executive and principal financial officers, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with GAAP and
includes those policies and procedures that:

e Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect our transactions
and dispositions of our assets;

e Provide reasonable assurance our transactions are recorded as necessary to permit preparation of our
financial statements in accordance with GAAP, and that receipts and expenditures are being made only in
accordance with authorizations of our management and directors; and

e Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of our assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
It should be noted that any system of internal control, however well designed and operated, can provide only
reasonable, and not absolute, assurance that the objectives of the system will be met. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Under the supervision and with the participation of our management, including David K. Young (our functioning
principal executive officer and principal financial officer), we conducted an assessment of the effectiveness of our
internal control over financial reporting based on criteria established in “Internal Control-Integrated Framework”
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), as of May 31, 2011,
the end of our most recently completed fiscal year.

As a result of our material weaknesses described below, management concluded that, as of May 31, 2011, our

internal control over financial reporting was not effective based on the criteria in “Internal Control-Integrated
Framework™ issued by COSO.
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Material Weakness in Internal Control over Financial Reporting

A material weakness is a control deficiency, or combination of control deficiencies, that results in more than a
remote likelihood that a material misstatement of annual or interim financial statements will not be prevented or
detected. In connection with the assessment, management identified the following control deficiencies that represent
material weaknesses at May 31, 2011:

oWe rely on external consultants for the preparation of our financial statements and reports. As a result, our
management may not be able to identify errors and irregularities in the financial statements and reports.

oWe relied on one of our officers for oversight of the financial reporting process and, therefore, there was an
inherent lack of segregation of duties with certain aspects of the financial reporting process, and a limited
independent governing board.

oWe relied on an external consultant for the administration functions, some of which did not have standard
procedures in place for formal review by the one officer who was providing financial oversight for us.

The internal control weaknesses identified above with regard to the failure to consistently record transactions and
inadequate segregation of duties with certain aspects of the financial reporting process will only be completely
corrected if the Company expands and has the capacity to perform necessary accounting functions and adequately
segregate the duties to mitigate the risk in financial reporting. This expansion will depend mostly on the ability of
management to fully execute its business operating strategy as outlined in this report and generate enough income to
warrant growth in personnel. With regard to the internal control deficiency identified above related to preventative
measures to properly and accurately account for the recording of the non-cash aspects of certain debt and equity
issuances, management has already taken steps to mitigate such risk going forward by utilizing external financial
consulting services prior to the review by our principal independent accounting firm to ensure that all information
required to be disclosed by us in the reports that we file or submit under the Exchange Act is recorded, processed,
summarized and reported accurately and within the time periods specified in the Commission’s rule and forms.

Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting that occurred during the fiscal quarter ended

August 31, 2011 that has materially affected, or is reasonably likely to materially affect, our internal control over
financial reporting.
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

There have been no changes to the disclosure contained in our annual report on Form 10-K for the fiscal year ended
May 31, 2011, except as follows:

Securities and Exchange Commission Proceedings

The United States Securities and Exchange Commission (“SEC”) issued an order suspending trading in the common
stock of Calais Resources Inc. (the “Company”) for the period from February 24, 2011 through March 9, 2011
because it had been delinquent in the filing of periodic reports since 2004. Also on February 24, 2011, the SEC
issued an order instituting public administrative proceedings against the Company pursuant to Section 12(j) of the
Securities Exchange Act of 1934 (the “Exchange Act”) to suspend for a period not exceeding twelve months or
revoke the registration of the Company’s common stock under Section 12 of the Exchange Act.

On July 25, 2011, the Administrative Law Judge issued an Initial Decision ordering revocation of the registration of
the Company’s common stock under the Exchange Act.

On August 12, 2011, the Company filed a Petition for Review of the Initial Decision with the SEC. On August 17,
2011, the SEC granted the Company’s petition for review and the Company filed its brief in support of the petition
by the September 16, 2011 due date. The SEC’s brief in opposition is due October 17, 2011 and any reply brief
from the Company would need to be filed by October 31, 2011.

Because the Petition for Review has been filed, the Initial Decision shall not become final until the Commission
rules on the Petition.

British Columbia Securities Commission Proceedings

The Company filed a Revocation Application under National Policy 12-202 with the British Columbia Securities
Commission (“BCSC”), seeking to revoke the cease trade order that has been in place since February 2005. The
BCSC has issued comment letters on the Application and the Company has responded to those comments. The
latest comment letter is dated September 21, 2011 and the Company has filed a response to that letter.

ITEM 1A. RISK FACTORS.

An investment in our common stock involves a number of significant risks. There have been no material changes to
the risk factors contained in our Annual Report on Form 10-K for the year ended May 31, 2011. We caution the
reader to carefully consider such risk factors, which are more thoroughly described in the section entitled “Risk
Factors” under Item 1A of our Annual Report on Form 10-K for the year ended May 31, 2011 as well as any other
Risk Factors described in subsequent filings with the Securities and Exchange Commission.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

Warrants
Date of Shares of Number of Exer- Expiration Consideration
Sale Name of Purchaser Title of Securities Stock Warrants cise Date (%)
Price

06/11 3 accredited investors Common Stock 1,700,000 850,000  $0.30 06/12 340,000 (a)
07/11 2 accredited investors  Common Stock 1,050,000 525,000  $0.30 07/12 210,000 (a)
08/11 4 accredited investors  Common Stock 1,910,000 955,000  $0.20 08/12 228,500 (a)

(@) Issued for cash consideration.
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We relied upon the exemption from registration contained in Section 4(2) of the Securities Act, as these persons
were deemed to be sophisticated with respect to the investment in the securities due to their financial condition and
involvement in our business and had access to the kind of information which registration would disclose.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.
None.

ITEM 4. (REMOVED AND RESERVED)

None.

ITEM 5. OTHER INFORMATION.

As of September 1, 2011, we entered into employment agreements with our executive officers: R. David Russell,
David K. Young and Thomas S. Hendricks.

The employment agreement for Mr. Russell, our Chairman of the Board of Directors and Chief Executive Officer,
provides for the following:

e aminimum annual base salary of $380,000 and an annual performance bonus of no less than 60% of his
annual base salary;

e arestricted stock grant of 2,500,000 shares of our common stock if he successfully completes a debt
restructuring between the Company and Brigus;

e arestricted stock grant of 1,500,000 shares of our common stock if he completes a recapitalization or

financing for the Company in the minimum amount of $5,000,000 within the first 18 months of

employment;

a cash payment of $100,000 if either restricted stock event described above occurs;

an indefinite term;

automobile, aircraft, athletic and sport club allowances;

in the event of Mr. Russell’s death, a payment to his heirs equal to one year of salary and a one year bonus

at 100% of salary and the vesting of all stock options and warrants;

e inthe event of Mr. Russell’s disability, a two-year salary payment and 100% bonus, the vesting of all stock
options and health benefits for 36 months; and

e inthe event of a change of control or termination without cause, the vesting of all stock grants, a payment
equal to three times the sum of his base salary and a 100% bonus, and cash payment equal to three years of
the cost of COBRA health coverage and his automobile/sports club dues.

The employment agreement for Mr. Young, our President and Chief Operating Officer, provides for the following:

e aminimum annual base salary of $380,000 and an annual performance bonus of no less than 60% of his
annual base salary;

e arestricted stock grant of 2,500,000 shares of our common stock if he successfully completes a debt
restructuring between the Company and Brigus;

e arestricted stock grant of 1,500,000 shares of our common stock if he completes a recapitalization or

financing for the Company in the minimum amount of $5,000,000 within the first 18 months of

employment;

a cash payment of $100,000 if either restricted stock event described above occurs;

an indefinite term;

automobile, athletic and sport club allowances;

in the event of Mr. Young’s death, a payment to his heirs equal to one year of salary and a one year bonus

at 100% of salary and the vesting of all stock options and warrants;
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in the event of Mr. Young’s disability, a two-year salary payment and 100% bonus, the vesting of all stock
options and health benefits for 36 months; and

in the event of a change of control or termination without cause, the vesting of all stock grants, a payment
equal to three times the sum of his base salary and a 100% bonus, and cash payment equal to three years of
the cost of COBRA health coverage and his automobile/sports club dues.

The employment agreement for Mr. Hendricks, our Vice President and General Manager, provides for the

following:
e aminimum annual base salary of $175,000;
e an indefinite term;
e an automobile allowance;
e inthe event of Mr. Hendricks’ death, the vesting of all stock options; and
e inthe event of a change of control or termination without cause, the vesting of all stock options, a payment

equal to three times the sum of his base salary and a 50% bonus, and health coverage for 36 months.

ITEM 6. EXHIBITS.

Description

Employment Agreement with R. David Russell dated September 1, 2011

Employment Agreement with David K. Young dated September 1, 2011

Employment Agreement with Thomas S. Hendricks dated September 1, 2011

Certification of Principal Executive Officer and Principal Financial Officer pursuant to Rule 13a-
14(a) or Rule 15d-14(a) of the Securities Exchange Act of 1934, as adopted pursuant to Section 302
of the Sarbanes-Oxley Act.

Certification of the Principal Executive Officer and Principal Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted, pursuant to Section 906 of the Sarbanes-Oxley Act.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

CALAIS RESOURCES INC,,

October 14, 2011 By: /s/ David K. Young
David K. Young
President, Chief Operating Officer and
Acting Chief Financial Officer
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EXHIBIT 31
RULE 13a-14(a) CERTIFICATION

I, David K. Young, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Calais Resources Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. As the issuer’s sole certifying officer, | am responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under my supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under my supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report my
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report)
that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting.

5. The issuer’s sole certifying officer, | have disclosed, based on my most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):

(@) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial reporting.

Date: October 14, 2011 /s/ David K. Young

David K. Young

President, Chief Operating Officer and
Acting Chief Financial Officer (Principal
Executive Officer and Principal Financial
Officer)
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EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350 AS ADOPTED BY
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the report on Form 10-Q of Calais Resources (the “Company™) for the quarter ended August 31,
2011 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned
certifies, pursuant to 18 U.S.C. Section 1350, as adopted by Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act
of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

/s/ David K. Young
Date: October 14, 2011

David K. Young

President, Chief Operating Officer and
Acting Chief Financial Officer (Principal
Executive Officer and Principal Financial
Officer)
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