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Scorpio Mining Corporation
Consolidated statements of operations

(Unaudited)
Three-month Three-month Six-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2009 2008 2009 2008
$ $ $ $
Revenue (Note 16) 4,650,139 - 6,904,035 -
Cost of sales 2,923,825 - 3,656,106 -
Depletion and amortization 607,289 - 1,213,568 -
Accretion of asset retirement obligations 18,596 18,938 38,336 36,837
Mine operating earnings (loss) 1,100,429 (18,938) 1,996,025 (36,837)
Other expenses (revenues)
General and administrative 626,107 822,648 1,251,781 1,730,582
Interest and financing (Note 10) 478,994 1,274,118 961,333 1,185,581
Stock-based compensation 836,389 124,122 1,118,233 1,210,186
Gain on dilution of a subsidiary (Note 11) (1,237,402) - (1,237,402) -
Foreign exchange gain (37,569) (297,712) (186,369) (187,974)
666,519 1,923,176 1,907,576 3,938,375
Earnings (loss) before income tax and non-controlling
interest 433,910 (1,942,114) 88,449 (3,975,212)
Current income tax expense - - 51,658 42,159
Earnings (loss) before non-controlling interest 433,910 (1,942,114) 36,791 (4,017,371)
Non-controlling interest 28,724 5,219 39,989 16,985
Net earnings (loss) for the period 462,634 (1,936,895) 76,780 (4,000,386)
Earnings (loss) per share:
Basic 0.00 (0.02) 0.00 (0.04)
Diluted 0.00 (0.02) 0.00 (0.04)
Weighted average number of common shares (Note 12):
Basic 112,123,069 110,749,846 112,123,069 107,845,561
Diluted 112,490,784 110,749,846 112,364,043 107,845,561
Consolidated statements of comprehensive loss
(Unaudited)
Three-month Three-month Six-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2009 2008 2009 2008
$ $ $ $
Net earnings (loss) for the period 462,634 (1,936,895) 76,780 (4,000,386)
Other comprehensive loss
Translation adjustment (1,854,164) - (1,308,747) -
Comprehensive loss for the period (1,391,530) (1,936,895) (1,231,967) (4,000,386)

See accompanying notes to the consolidated financial statements



Scorpio Mining Corporation

Consolidated statement of shareholders’ equity
Six-month period ended June 30, 2009

(Unaudited)
Accumulated
Convertible other
debentures- comprehensive Total
Common shares Contributed equity income (loss) Total deficit shareholders'
Shares Amount surplus component ("AOCI") Deficit and AOCI equity
$ $ $ $ $ $ $
Balance at December 31, 2008 112,123,069 103,263,721 17,974,134 1,884,725 - (112,118,122) (112,118,122) 11,004,458
Net loss for the period - - - - - (385,854) (385,854) (385,854)
Translation adjustment - - - - 545,417 - 545,417 545,417
Stock-based compensation - - 340,002 - - - - 340,002
Balance at March 31, 2009 112,123,069 103,263,721 18,314,136 1,884,725 545,417  (112,503,976) (111,958,559) 11,504,023
Net earnings for the period - - - - - 462,634 462,634 462,634
Translation adjustment - - - - (1,854,164) - (1,854,164) (1,854,164)
Stock-based compensation - - 836,389 - - - - 836,389
Balance at June 30, 2009 112,123,069 103,263,721 19,150,525 1,884,725 (1,308,747) (112,041,342) (113,350,089) 10,948,882
Accumulated
Convertible other
debentures- comprehensive Total
Common shares Contributed equity income (loss) Total deficit shareholders'
Shares Amount surplus component ("AOCI") Deficit and AOCI equity
$ $ $ $ $ $ $
Balance at December 31, 2007 104,719,859 89,643,919 19,841,367 - - (21,418,955) (21,418,955) 88,066,331
Net loss for the period - - - - - (2,063,491) (2,063,491) (2,063,491)
Share issue costs - (1,554) - - - - - (1,554)
Stock-based compensation - - 1,217,443 - - - - 1,217,443
Exercise of stock options 5,000 8,650 (4,200) - - - - 4,450
Exercise of warrants 889,300 1,636,312 (391,292) - - - - 1,245,020
Balance at March 31, 2008 105,614,159 91,287,327 20,663,318 - - (23,482,446) (23,482,446) 88,468,199
Net loss for the period - - - - - (1,936,895) - (1,936,895)
Issue of convertible debentures - - - 1,998,212 - - - 1,998,212
Convertible debentures issue costs - - - (113,364) - - - (113,364)
Stock-based compensation - - 172,085 - - - - 172,085
Exercise of warrants 6,402,842 11,781,229 (2,817,250) - - - - 8,963,979
Exercise of broker compensation options 106,068 195,165 (46,670) - - - - 148,495
Balance at June 30, 2008 112,123,069 103,263,721 17,971,483 1,884,848 - (25,419,341) (23,482,446) 97,700,711

See accompanying notes to the consolidated financial statements
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Scorpio Mining Corporation
Consolidated balance sheets

(Unaudited)
June 30, December 31,
2009 2008
$ $
Assets
Current assets
Cash and cash equivalents 6,277,399 4,448,315
Accounts receivable and other 2,782,485 2,272,456
Inventories (Note 5) 3,603,330 3,571,282
12,663,214 10,292,053
Mining interests (Note 6) 20,487,871 21,871,019
Corporate office equipement (Note 7) 192,960 226,917
33,344,045 32,389,989
Liabilities
Current liabilities
Accounts payable and accrued liabilities 1,663,085 1,703,473
Current portion of obligation under capital lease - 37,559
1,663,085 1,741,032
Long-term debt (Note 8) 18,691,219 18,382,634
Asset retirement obligations 1,141,115 1,160,921
21,495,419 21,284,587
Non-controlling interest 899,744 100,944
Shareholders' equity
Share capital (Note 9) 103,263,721 103,263,721
Contributed surplus 19,150,525 17,974,134
Convertible debentures-equity component 1,884,725 1,884,725
Accumulated other comprehensive loss (1,308,747) -
Deficit (112,041,342) (112,118,122)
10,948,882 11,004,458
33,344,045 32,389,989

Continuing operations (Note 1)

See accompanying notes to the consolidated financial statements



Scorpio Mining Corporation
Consolidated statements of cash flows
(Unaudited)

Three-month Three-month Six-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2009 2008 2009 2008
$ $ $ $
Operating activities
Net earnings (loss) for the period 462,634 (1,936,895) 76,780 (4,000,386)
Items not involving cash:
Depletion, amortization and accretion 798,308 111,297 1,593,066 138,161
Non-controlling interest (28,724) (5,219) (39,989) (16,985)
Stock-based compensation 836,389 124,122 1,176,391 1,210,186
Loss on disposal of property, plant and equipment 1,381 9,663 1,381 9,663
Gain on dilution of a subsidiary (1,237,402) - (1,237,402) -
832,586 (1,697,032) 1,570,227 (2,659,361)
Change in non-cash working capital items
Accounts receivable and other (766,344) 595,327 (56,559) (355,913)
Inventories 804,154 (887,849) (291,604) (1,608,632)
Accounts payable and accrued liabilities (322,533) 1,842,625 648,430 1,933,282
547,863 (146,929) 1,870,494 (2,690,624)
Financing activities
Transaction with Cincoro Capital Corp. (Note 11) 1,935,738 - 1,935,738 -
Funds received by Scorpio Gold Corporation as
share issuance 19,910 - 19,910 -
Short-term loan - 10,000,000 - 10,000,000
Repayment of short-term loan - (20,000,000) - (20,000,000)
Issue of convertible debentures - 20,000,000 - 20,000,000
Issue of share capital - 9,112,474 - 10,361,944
Repayment of obligation under capital lease - (104,512) (38,104) (127,513)
Share issue costs - - - (121,961)
Convertible debentures issue costs-equity portion - (113,364) - (113,364)
1,955,648 28,894,598 1,917,544 29,999,106
Investing activities
Expenditures on producing mining properties (63,354) - (1,396,187) -
Expenditures on non-producing mining properties (Net) (495,533) (14,969,826) (505,643) (26,697,840)
Proceeds from sale of property, plant and equipment - 2,965 - 2,965
(558,887)  (14,966,861) (1,901,830) (26,694,875)
Effect of exchange rate changes on cash and
cash equivalents 89,796 121,114 (57,124) 92,957
Increase in cash and cash equivalents 2,034,420 13,901,922 1,829,084 706,564
Cash and cash equivalents, beginning of period 4,242,979 4,367,942 4,448,315 17,563,300
Cash and cash equivalents, end of period 6,277,399 18,269,864 6,277,399 18,269,864
Cash and cash equivalents are comprised of:
Cash in bank 6,277,399 8,603,349 6,277,399 8,603,349
Short-term investments - 9,666,515 - 9,666,515
6,277,399 18,269,864 6,277,399 18,269,864

Supplementary cash flow information (Note 13)

See accompanying notes to the consolidated financial statements



Scorpio Mining Corporation
Notes to the consolidated financial statements (Unaudited)
Six-month period ended June 30, 2009

1.

Continuing operations

The Company was incorporated under the Canada Business Corporations Act on May 12, 1998. The Company conducts
production on mining properties in Mexico. Through its 74.5% owned subsidiary Scorpio Gold Corporation (“Scorpio
Gold"), it conducts exploration and development in Canada. Effective January 1, 2009, the Company completed the
commissioning of its Nuestra Sefiora mine in Mexico and the financial statement presentation for the period reflects this
change in the Company’s operations.

These unaudited interim consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principles applicable to the presentation of interim financial information. These consolidated
financial statements do not include all disclosures required for annual financial statements and therefore should be read
in conjunction with the most recent consolidated annual financial statements of the Company for the year ended
December 31, 2008 (the “Annual Financial Statements”). These consolidated financial statements follow the same
accounting policies and methods of their application as the Annual Financial Statements with the exception of the
changes in accounting policies stated in note 2.

These consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles applicable to a going concern, which assumes the realization of assets and discharge of liabilities
in the normal course of business for the foreseeable future. With the exception of the current quarter, the Company has
incurred losses from inception. The Company'’s ability to continue as a going concern is dependent upon its ability in the
future to achieve profitable operations under prevailing market prices or raise equity or debt financing as required. If the
Company were unable to continue as a going concern then material adjustments would be required to the carrying value
of assets and liabilities and the balance sheet classifications used.

Changes in accounting policies
(@) Change in translation method

In prior years the Company translated the results of its foreign subsidiaries and variable interest entities
(“VIE™) using the temporal method, as the foreign operations were financially and operationally dependent of
the reporting enterprise. Monetary assets and liabilities were translated at the rate in effect at the balance
sheet date, non-monetary items at historic exchange rates, and revenue and expense items at average
exchange rates of the reporting period. Gains and losses on translation were charged to earnings up to
December 31, 2008.

In the quarter ended March 31, 2009, in conjunction with the completion of the commissioning of the Nuestra
Sefiora mine, the Company determined that the functional currency of the foreign subsidiaries and VIE’s in
Mexico was the US dollar. Furthermore, the change in the Company’s operations in Mexico indicates that the
operations of the foreign subsidiaries and VIE's in Mexico are no longer integrated with those of the Canadian
parent. For these reasons, effective January 1, 2009, the Company adopted the US dollar as the functional
currency of the Mexican subsidiaries and translates the results of its foreign operations using the current rate
method, as the foreign operations are self-sustaining. Under this method, assets and liabilities are translated
into the reporting currency at the rate of exchange in effect at the balance sheet date and revenue and
expense items are translated at the average exchange rate for the reporting period. Differences arising from
these foreign currency translations are recorded in the accumulated other comprehensive income (loss) as
translation adjustment until they are realized by a reduction in the investment.

(b) Goodwill and intangible assets

On January 1, 2009, the Company adopted Canadian Institute of Chartered Accountants (“CICA”) Handbook
Section 3064, Goodwill and Intangible Assets, replacing Section 3062, Goodwill and Other Intangible Assets,
and Section 3450, Research and Development Costs. The new pronouncement establishes standards for the
recognition, measurement, presentation, and disclosure of goodwill subsequent to its initial recognition and of
intangible assets by profit-oriented enterprises. Standards concerning goodwill are unchanged from the
standards included in the previous Section 3062. Furthermore, Emerging Issues Committee (“EIC") Abstract
27, Revenues and Expenditures during the Pre-operating Period, is no longer applicable for companies that
have adopted Section 3064. This standard did not have a material impact on the Company’'s financial
condition or operation results.



Scorpio Mining Corporation
Notes to the consolidated financial statements (Unaudited)
Six-month period ended June 30, 2009

2.

Changes in accounting policies (Continued)
(c) Credit Risk and the Fair Value of Financial Assets and Financial Liabilities

On January 1, 2009, the Company adopted EIC-173, Credit Risk and the Fair Value of Financial Assets and
Financial Liabilities which provides guidance on how to take into account an entity’s own credit risk and the
credit risk of the counter party in determining the fair value of financial assets and financial liabilities, including
derivative instruments, for presentation and disclosure purposes. The application of this EIC did not have a
material impact on the Company’s financial statements.

(d) Mining Exploration Costs

On January 1, 2009, the Company adopted EIC-174, Mining Exploration Costs which provides guidance on
the accounting and the impairment review of exploration costs. The application of this EIC did not have an
effect on the Company’s financial statements.

Recent accounting pronouncements
Financial Instruments-Disclosures

In June 2009, the CICA amended section 3862, “Financial Instruments-Disclosures”, to include enhanced disclosures on
liquidity risk of financial instruments and new disclosures on fair value measurements of financial instruments. The
amendments are effective for annual financial statements for fiscal years ending after September 30, 2009, with early
adoption permitted. The Company will apply these amendments for its 2009 annual consolidated financial statements.
The impact of the amendments to the fair value measurement and liquidity risk disclosure requirements of the Company
are not expected to be significant.

Financial instruments

(@) Financial Risk Factors
The Company'’s risk exposures and the impact on the Company’s financial instruments are summarized below:
(i) Creditrisk

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. The
Company'’s credit risk is attributable to cash and trade receivables on concentrate sales. The credit risk on
cash is limited because the Company invests its cash in deposits with well capitalized financial institutions
with strong credit ratings. During the three-month period ended June 30, 2009, risk on trade receivables
related to concentrate sales was managed by receiving advances of 80% to 95% of the estimated value of
the concentrate shipped as per offtake agreements. As at June 30, 2009, the Company’s exposure to credit
risk with respect to trade receivables amounts to $1,407,459 (US$1,210,405) (December 31, 2008, $86,041
(US$70,226)).

(i)  Liquidity risk

The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet
liabilities when due. The Company’s current policy to manage liquidity risk related to cash is to keep its cash
in bank accounts. As at June 30, 2009, the Company has cash of $6,277,399 to settle current liabilities of
$1,663,085. The Company’s financial liabilities have contractual maturities of less than 30 days and are
subject to normal trade terms except the convertible debentures in the principal amount of $20 million, which
mature in May 2011.

(iii) Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises three types of risk: interest rate risk, currency risk and price
risk.

(a) Interest rate risk

The Company’s convertible debentures carry a fixed interest rate of 7% per annum and accordingly are
not subject to interest rate risk.
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Scorpio Mining Corporation
Notes to the consolidated financial statements (Unaudited)
Six-month period ended June 30, 2009

4.

Financial instruments (Continued)

(b)

(i)  Market risk (Continued)
(b) Currency risk
As at June 30, 2009, the Company is exposed to foreign currency risk through the following financial
assets and liabilities denominated in U.S. dollars ($US) and Mexican pesos (MXP):
As at June 30, 2009
$US MXP
Cash 2,427,746 1,283,017
Accounts receivable and other 1,210,405 4,380,449
Accounts payable and accrued liabilities 314,385 5,452,951
The sensitivity analyses below have been determined as at June 30, 2009.
Reasonably possible changes
MXP/$US $US/CDN
Exchange rate Exchange rate
+/- 10% +/- 10%
$ $
Approximate impact on:
Net income 1,800 38,000
Comprehensive income - 350,000
(c) Price Risk
The price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its issuer,
or factors affecting all similar financial instruments in the market. As at June 30, 2009, the Company has
amounts that had only been provisionally priced related to the sale of concentrates amounting to
$1,075,590 (US$925,855). A +/- 20% fluctuation in silver, lead, zinc and copper prices would affect trade
receivables by approximately $247,600 (US$213,000).
The Company does not use derivatives to manage its exposure to price risk. The Company sometimes
fixes metal prices with the purchaser of its concentrates for specific sales for which concentrates have
been delivered.
Fair values

The carrying amount of cash, accounts receivable and other and accounts payable approximate their fair value
due to their short-term nature. Management estimates the fair value of long-term debt (convertible debentures) to
be $18,405,000 (2008; $17,850,000) which is based on the discounted value of future payments required under
the debentures.



Scorpio Mining Corporation
Notes to the consolidated financial statements (Unaudited)
Six-month period ended June 30, 2009

5. Inventories
June 30, December 31,
2009 2008
$ $
Concentrate 258,690 912,110
Supplies 2,080,509 2,588,415
Ore stockpile 1,264,131 70,757
3,603,330 3,571,282

During the three-month period ended June 30, 2009, inventory included as an expense is $2,923,825 (2008; $nil).
Included in the cost of sales for the three-month period ended June 30, 2009 is the reversal of the impairment of ore
stockpile inventory of $194,335 and a concentrate inventory write-down of $181,693.

6. Mining Interests
December
June 30, 2009 31, 2008
Depletable Accumulated
and depreciation Net Net
depreciable  Non-depletable and depletion book value book value
$ $ $ $ $
Producing properties:
Nuestra Sefiora
Mining interests 13,258,639 - 457,653 12,800,986 -
Property, plant and equipment 6,074,803 228,139 788,879 5,514,063 -
19,333,442 228,139 1,246,532 18,315,049 -
Non-producing properties:
Nuestra Sefiora
Mining interests - - - - 13,849,766
Property, plant and equipment - - - - 6,550,236
Caribou
Mining interests - 838,845 - 838,845 729,986
Property, plant and equipment 74,185 456,348 19,685 510,848 515,845
Cochrane Hill
Mining interests - 195,186 - 195,186 225,186
Deposit and evaluation cost-
Emerald Lake Property - 114,931 - 114,931 -
Deferred charges-
Mineral Ridge Property (a) - 513,012 - 513,012 -
74,185 2,118,322 19,685 2,172,822 21,871,019
19,407,627 2,346,461 1,266,217 20,487,871 21,871,019

(@) Scorpio Gold, a subsidiary of the Company, and Golden Phoenix Minerals Inc. (“Golden Phoenix”) entered into a
non-binding letter agreement (the “Letter Agreement”) dated May 19, 2009 pursuant to which the parties intend to
conduct due diligence and negotiate the proposed acquisition by Scorpio Gold of up to a 100% interest in Golden
Phoenix’s Mineral Ridge property (the “Property”) located in Esmeralda County, Nevada.

Pursuant to the terms of the Letter Agreement, Golden Phoenix granted to Scorpio Gold the exclusive right to
conduct due diligence on the Property for a period of 15 days (the “Initial Review Period”) in consideration for a
non-refundable payment to Golden Phoenix of US$50,000 (the “Initial Review Payment”). From the end of the
Initial Review Period until the closing of the Definitive Agreement, Scorpio Gold has agreed to pay to Golden
Phoenix the amount of US$100,000 per month as additional non-refundable deposits to be credited against the
purchase price.



Scorpio Mining Corporation
Notes to the consolidated financial statements (Unaudited)
Six-month period ended June 30, 2009

6.

7.

Mining Interests (Continued)

Before the completion of the Initial Review Period, Scorpio Gold provided Golden Phoenix with written notice
confirming its wish to proceed with the acquisition of an interest in the Property. The parties have commenced
negotiation of the terms, conditions and form of a legally binding agreement (“the Definitive Agreement”) in good
faith and will use commercially reasonable efforts in order to finalize the Definitive Agreement as quickly as is
reasonably practical.

It is anticipated that the Definitive Agreement will take the form of an option and joint venture agreement between
the parties, wherein Scorpio Gold will acquire an initial 70% joint venture interest in the Property and Golden
Phoenix will hold a 30% joint venture interest in the Property. It is expected that Scorpio Gold will be the operator
of the joint venture. The consideration to be paid by Scorpio Gold to Golden Phoenix for the acquisition of an
initial interest in the property has not been finalized. It is anticipated that Scorpio Gold will have the right, but not
the obligation, to increase its joint venture interest in the Property by 10% to an aggregate 80% interest by
arranging all project financing required to place the Property into commercial production.

It is also anticipated that for a period of 24 months following the closing of the transactions contemplated in the
Definitive Agreement, Scorpio Gold will have the right to acquire Golden Phoenix’s remaining joint venture interest
in the Property for a cash purchase price based on the then net asset value of the Property multiplied by Golden
Phoenix’s percentage joint venture interest therein.

Completion of the acquisition of the initial 70% joint venture interest in the Property remains subject to the
negotiation and execution of the Definitive Agreement, the receipt of regulatory approvals, the completion of a
required financing and other customary closing conditions.

Corporate office equipment

June 30, 2009 December 31, 2008
Accumulated Net Accumulated Net
Cost depreciation book value Cost depreciation book value
$ $ $ $ $ $
Furniture and office
equipment 331,126 138,166 192,960 334,034 107,117 226,917

Long term debt

On May 5, 2008, the Company closed a private placement financing to issue convertible debentures in the aggregate
principal amount of $20,000,000. The debentures were issued at par, have a maturity date of May 5, 2011, and bear
interest at a rate of 7% per year, payable semi-annually in arrears. The debentures are convertible at any time prior to
maturity at the option of the holders into common shares of the Company at a conversion price of $1.55 per common
share and will not be redeemable by the Company.

Generally accepted accounting principles for compound financial instruments require the Company to allocate the
proceeds received from the convertible debentures between; (i) the estimated fair value of the holder’s option to convert
the debentures into common shares and (ii) the estimated fair value of the future cash outflows related to the debentures.
At issuance, the Company estimated the fair value of the conversion option by deducting the present value of the future
cash outflows of the convertible debentures, calculated using a risk-adjusted discount rate of 11%, from the face value of
the principal of the convertible debentures. The residual value allocated to the conversion option is added to the face
value of the convertible debentures over the life of the debentures by a charge to earnings, using the effective interest
rate method.
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Scorpio Mining Corporation
Notes to the consolidated financial statements (Unaudited)
Six-month period ended June 30, 2009

8. Long term debt (Continued)

The financial liability component of the convertible debentures at June 30, 2009 is as follows:

$

Prinicipal amount of convertible debentures 20,000,000
Deduct: Residual value allocated to the conversion option (1,998,212)
Financial liability component at issuance (present value of future cash outflows) 18,001,788
Add: Accretion of the residual value allocated to the conversion option 689,431
Long-term balance of financial liability component 18,691,219

The principal amount of the convertible debentures plus accrued interest to June 30, 2009 amounted to $20,214,795.

9.  Share capital

a)

b)

<)

Authorized
Authorized share capital consists of an unlimited number of common shares.
Warrants

As at June 30, 2009 and December 31, 2008, the Company has warrants outstanding and exercisable entitling
the holders to acquire common shares as follows:

Number of warrants Exercise price Expiry date
$
3,928,750 1.85 November 1, 2010

Broker compensation options

Pursuant to a brokered private placement that closed on November 1, 2007, an aggregate of 1,100,050
compensation options were granted as partial compensation to the agents. Each option can be exercised to
acquire one common share at a purchase price of $1.49 per share until November 1, 2010.

The following table shows all of the outstanding compensation options as at June 30, 2009:

Compensation
options  Exercise price Expiry date
$
1,100,050 1.49 November 1, 2010
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Scorpio Mining Corporation
Notes to the consolidated financial statements (Unaudited)
Six-month period ended June 30, 2009

9. Share capital (Continued)
d) Stock option plan

A summary of changes in the Company’s outstanding stock options is presented below :

Weighted
average
exercise

Number price

$

Outstanding, beginning of period 8,197,356 1.42
Granted 1,900,000 0.295
Forfeited (50,000) 1.53
Outstanding, March 31, 2009 10,047,356 1.21
Forfeited (75,000) 1.33
Expired (650,000) 1.91
Outstanding, June 30, 2009 9,322,356 1.16
Six-month

period ended
June 30, 2009
$

Weighted average fair value of stock options granted in the period, as at grant date 0.18

The following table summarizes information about stock options outstanding and exercisable as at June 30, 2009:

Weighted

average

remaining
contractual Outstanding
Exercise life and
price (in years) exercisable

$

0.295 t0 0.47 3.12 3,110,000
0.88t0 0.95 211 332,500
1.05t01.18 3.26 2,155,000
1.28t01.42 3.40 289,856
1.77t01.91 2.68 3,435,000

9,322,356
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Scorpio Mining Corporation
Notes to the consolidated financial statements (Unaudited)
Six-month period ended June 30, 2009

9.  Share capital (Continued)
e) Stock-based compensation
The Company records options granted using a fair value based method of accounting. The Company uses the

Black-Scholes Model to estimate fair value using the following weighted-average assumptions which also includes
options granted by Scorpio Gold during the period:

Six-month Six-month
period ended period ended
June 30, 2009  June 30, 2008

Expected dividend yield Nil% Nil %
Expected stock price volatility 93.49% 62%
Risk free interest rate 1.92% 3.85%
Expected life 4 years 4 years
Scorpio Mining Corporation:
Stock-based compensation included in cost of sales $58,158 -
Stock-based compensation included in other expenses 281,844 $1,210,186
Stock-based compensation included in deferred exploration and
development expenditures - 179,343
Total stock-based compensation-Scorpio Mining Corporation $281,844 $1,389,529
Scorpio Gold Corporation
Stock-based compensation included in other expenses $836,389 -
10. Interest and financing
Three-month  Three-month Six-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2009 2008 2009 2008
$ $ $ $
Interest on short-term loans 171 32,624 422 32,968
Interest on long-term debt 349,040 214,794 694,245 214,794
Accretion of debt component of convertible debentures 156,207 83,394 308,585 83,394
Interest on obligations under capital lease - 1,515 95 2,711
Financing fees - 1,021,288 - 1,021,288
Interest income (26,424) (79,497) (42,014) (169,574)
478,994 1,274,118 961,333 1,185,581

11.  Transaction with Cincoro Capital Corp.

On June 11, 2009, Cincoro Capital Corp. (“Cincoro”), a capital pool company, acquired all of the issued and outstanding
shares of Scorpio Gold in exchange for the issuance of common shares of Cincoro.

Concurrently, Cincoro completed a share consolidation on a 3 to 1 basis, changed its name to Scorpio Gold Corporation
and completed a $2,046,965 non-brokered private placement which resulted in Scorpio Mining Corporation owning
approximately 75% of Scorpio Gold.

This transaction is a reverse takeover under generally accepted accounting principles and has been recorded as a
capital transaction in substance rather than a business combination.
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Scorpio Mining Corporation
Notes to the consolidated financial statements (Unaudited)
Six-month period ended June 30, 2009

11.

12.

13.

Transaction with Cincoro Capital Corp. (Continu  ed)

The net assets of Cincoro at the time of the completion of the transaction were as follows:

$

Cash 1,935,738
Subscriptions receivable 42,980
Accounts receivable and other 35,092
Deposit 65,000
Accounts payable and accrued liabilities (17,669)
2,061,141

A $1,226,361 gain on dilution of a subsidiary out of the $1,237,402 presented as other expenses (revenue) resulted from

the completion of this transaction. The remainder related to subsequent share issuances by Scorpio Gold.

Weighted average number of common shares and di  lutive common share equivalents

Three-month Three-month Six-month

Six-month

period ended period ended period ended period ended
June 30, 2009 June 30, 2008 June 30,2009 June 30, 2008

Weighted average number of common shares 112,123,069 110,749,846 112,123,069 107,845,561
Effect of dilutive securities:

Stock options 367,715 - 240,974 -
Diluted weighted average number of common shares 112,490,784 110,749,846 112,364,043 107,845,561

The following potentially dilutive securities were excluded from the dilutive number of shares outstanding for the periods

ended June 30, 2009 and 2008:
- $20,000,000 principal amount of convertible debentures Note 8)
- 3,928,750 warrants (Note 9b)
- 1,100,050 broker compensation options (Note 9c)
- 7,422,356 stock options (Note 9d)
Supplementary cash flow information

(a) Supplementary information regarding non-cash investing and financing transactions

Three-month Three-month Six-month Six-month
period ended period ended period ended period ended
June 30, June 30, June 30, June 30,
2009 2008 2009 2008
$ $ $ $
Depreciation of property, plant and equipment capitalized
in mining interests 2,499 154,196 4,998 307,875
Stock-based compensation included in mining interests - 47,964 - 179,343
Expenditures or mining interests included in accounts payable 149,282 1,935,118 149,282 1,935,118
Addition of equipment under a capital lease - - - 167,918
Transfer of contributed surplus to share capital on exercise of:
Stock options - - - 4,200
Warrants - 2,817,250 - 3,208,542
Compensation options - 46,670 - 46,670
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Scorpio Mining Corporation

Notes to the consolidated financial statements (Unaudited)

Six-month period ended June 30, 2009
13.  Supplementary cash flow information (Continued)

(b) Supplementary information

Three-month Three-month Six-month Six-month

period ended period ended period ended period ended

June 30, June 30, June 30, June 30,

2009 2008 2009 2008

$ $ $ $

Interest paid 700,422 34,117 700,517 35,313
Income taxes paid - 3,886 51,658 42,159

14. Related party transactions

The Company incurred the following charges with directors, officers and private companies controlled or under significant

influence by them:

Three-month
period ended
June 30,
2009

Three-month
period ended
June 30,
2008

Six-month
period ended
June 30,
2009

Six-month
period ended
June 30,
2008

General and administrative
Mining interests expenditures
Selling costs

Costs of sales

21,600

9,348
51,718

22,000
106,215

43,200

18,969
130,492

42,000
114,433

As at June 30, 2009 an amount of $28,390 resulting from transactions with related parties is included in accounts

payable and accrued liabilities.

The above transactions occurred within the normal course of business and are measured at the exchange amount, which
is the amount of consideration established and agreed to by the related parties.

15. Segmented information and major customers

a. Industry information

The Company operates in one reportable operation segment being mining.

(b) Geographic information

All revenue from the sale of concentrates for the three and six month periods ended June 30, 2009 was earned in

Mexico.

The Company’s long-term assets by geographic locations are as follows:

June 30, December 31,

2009 2008

$ $
Canada 2,365,782 1,697,936
Mexico 18,315,049 20,400,000
20,680,831 22,097,936
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