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INDEPENDENT AUDITORS' REPORT

To the Shareholders of
North Arrow Minerals Inc.

We have audited the accompanying consolidated dinhistatements of North Arrow Minerals Inc., whichmprise the
consolidated statements of financial position aamil 30, 2013 and 2012 and the consolidated statés of income (loss)
and comprehensive income (loss), cash flows andgg®in equity for the years then ended, and a suynof significant
accounting policies and other explanatory inforovati

Management’s Responsibility for the ConsolidatechBincial Statements

Management is responsible for the preparation amgofesentation of these consolidated financetlesbhents in accordance
with International Financial Reporting Standardsd dor such internal control as management detexsnia necessary to
enable the preparation of consolidated financitleshents that are free from material misstatenvemether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsauWe conducted our
audits in accordance with Canadian generally aecepuditing standards. Those standards requitenthacomply with
ethical requirements and plan and perform the aoditbtain reasonable assurance about whethewtisolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtaiia evidence about the amounts and disclosurdhanconsolidated

financial statements. The procedures selectedndepe the auditors’ judgment, including the assesgnof the risks of

material misstatement of the consolidated finansiatements, whether due to fraud or error. Iningakhose risk

assessments, the auditor considers internal comélevant to the entity’s preparation and fair preation of the

consolidated financial statements in order to dealgdit procedures that are appropriate in theigistances, but not for the
purpose of expressing an opinion on the effectissrad the entity’s internal control. An audit aiseludes evaluating the
appropriateness of accounting policies used andeidmwonableness of accounting estimates made bggaarent, as well as
evaluating the overall presentation of the consddid financial statements.

We believe that the audit evidence we have obtamedr audits is sufficient and appropriate tojide a basis for our audit
opinion.

INTERNATIONAL

1200 - 609 Granville Street, P.O. Box 10372, Pacific Centre, Vancouver, B.C., Canada V7Y 166
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Opinion

In our opinion, these consolidated financial stasta present fairly, in all material respects, fihancial position of North
Arrow Minerals Inc. as at April 30, 2013 and 201flats financial performance and its cash flowstfar years then ended
in accordance with International Financial Repgrt8tandards.

Emphasis of Matter

Without qualifying our opinion, we draw attention Note 1 in the consolidated financial statementsckv describes

conditions and matters that indicate the existeri@material uncertainty that may cast significdotibt about North Arrow
Minerals Inc.’s ability to continue as a going cent

‘DAVIDSON & COMPANY LLP”

Vancouver, Canada Chartered Accountants

August 15, 2013



NORTH ARROW MINERALS INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
As At

(Expressed in Canadian Dollars)

April 30, April 30,
2013 2012
ASSETS
Current
Cash $ 2,893,755 $ 47,318
Receivables (Note 5) 24,936 41,513
Marketable securities (Note 6) 1,050 4,500
2,919,741 93,331
Equipment (Note 7) 692 990
Exploration and evaluation assetg§Note 8) 1,068,688 797,253
$ 3,989,121 $ 891,574
LIABILITIES
Current
Accounts payable and accrued liabilities (Note 9) $ 218,548 $ 44,736
Due to related parties (Note 12) 116,262 132,008
334,810 176,744
Convertible note (Note 10) - 948,205
334,810 1,124,949
SHAREHOLDERS EQUITY (DEFICIENCY)
Capital stock (Note 11) 14,863,029 10,965,436
Share-based payment reserve (Note 11) 938,235 7842,
Investment revaluation reserve (14,438) (10,988)
Equity component of convertible note (Note 10) - 7096
Deficit (12,132,515) (12,238,565)
3,654,311 (233,375)
$ 3,989,121 $ 891,574
Nature and continuance of operationgNotel)
Subsequent event§Note 17)
Approved and authorized on behalf of the Board onAugust 15, 2013:
“D. Grenville Thomas” Director “Blair Murdoch” Director

The accompanying notes are an integral part okthessolidated condensed financial statements.



NORTH ARROW MINERALS INC.

CONSOLIDATED STATEMENTS OF INCOME (LOSS) AND COMPREENSIVE INCOME (LOSS)
For the Year Ended

(Expressed in Canadian Dollars)

April 30, April 30,
2013 2012
EXPENSES
Advertising, promotion and travel $ 18,277 $ 163,204
Consulting 53,335 273,139
Depreciation 298 595
Office, miscellaneous and rent 32,136 155,751
Professional fees 49,570 325,511
Property investigation costs 3,053 214,335
Regulatory and filing fees 27,326 22,300
Salaries and benefits 51,342 219,346
Share-based compensation (Note 11) 25,489 176,357
(260,826) (1,550,538)
Interest income 401 1,234
Interest on convertible note (Note 10) (35,286) (46,667)
Accretion on convertible note (Note 10) (35,737) (39,534)
Recoveries from exploration and evaluation
assets previously written-off (Note 8) - 80,488
Gain on convertible note settlement (Note 10) 498,2 -
Gain on forgiveness of payables 91,250 -
Write-off of exploration and evaluation assets @8} (132,003) (528,770)
366,876 (533,249)
Net income (loss) for the year 106,050 (2,083,787)
Unrealized loss on available-for-sale financial asss (Note 6) (3,450) (10,988)
Comprehensive income (loss) for the year $ 102,600 $ (2,094,775)
Basic and diluted earnings (loss) per share $ 0.02 $ (0.40)
Weighted average number of common shares 5,899,762 5,273,761

The accompanying notes are an integral part oethessolidated financial statements



NORTH ARROW MINERALS INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Year Ended

(Expressed in Canadian Dollars)

April 30, April 30,
2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) for the year $ 106,050 $ (2,083,787)
Items not involving cash:
Depreciation 298 595
Share-based compensation 25,489 176,357
Write-off of exploration and evaluation assets 132,003 528,770
Interest on convertible note 35,286 46,667
Accretion on convertible note 35,737 39,534
Gain on convertible note settlement (478,251) -
Gain on forgiveness of payables (91,250) -
Changes in non-cash working capital items:
Decrease in receivables 14,933 13,004
Decrease in prepaid expenses - 32,267
Increase (decrease) in accounts payable andeattabilities 29,589 (16,692)
Increase in due to related parties 82,938 60,860
(107,178) (1,202,425)
CASH FLOWS FROM INVESTING ACTIVITIES
Expenditures on exploration and evaluation assets, (30,005) (422,217)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of convertible note - 1,000,000
Proceeds from issuance of shares 3,000,000 -
Share issuance costs (16,380) -
2,983,620 1,000,000
Change in cash during the year 2,846,437 (624,642)
Cash, beginning of year 47,318 671,960
Cash, end of year $ 2,893,755 $ 47,318
Cash paid during the year for interest $ - $ -
Cash paid during the year for income taxes $ - $ -

Supplemental disclosure with respect to cash flow®lote 14)

The accompanying notes are an integral part ottheasolidated financial statements.



NORTH ARROW MINERALS INC.

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
APRIL 30, 2013

(Expressed in Canadian Dollars)

Equity
Share-based| Investment | component of
Number of payment revaluation convertible
Shares Capital Stock reserve reserve note Deficit Total
Balance, April 30, 2011 5,265,831 $ 10,947,436 36,389 $ - $ - $(10,154,778) 1,529,047
Shares issued for
exploration and evaluation
assets 10,000 18,000 - - - - 18,000
Share-based compensatipn - - 176,357 - - - 176,357
Issuance of convertible
note — equity component - - - - 137,996 - 137,996
Loss for year - - - - - (2,083,787) (2,083,787)
Investment loss - - - (10,988 - - (10,988)
Balance, April 30, 2012 5,275,831 $ 10,965,436 $12,746| $ (10,988 $ 137,996 $(12,238,565 (233,375)
Share-based compensatipn - 25,489 - - 25,489
Shares _for settlement of 2.163,910 540,977 ) i 540,9717
convertible debt
Private placement 20,000,000 2,983,6R0 - - - 268
Shares issued for
exploration and evaluation 1,000,000 235,000 - - 235,000
assets
Settlement. of convertible ) 137,996 ) ) (137,996)
note — equity component
Net income - - - - - 106,050 106,050
Investment loss - - (3,450 - - (3,450)
Balance, April 30, 2013 28,439,741 $ 14,863,029 $38,235| $ (14,438) $ $182,515)| $ 3,654,311

The accompanying notes are an integral part oethessolidated financial statements



NORTH ARROW MINERALS INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
APRIL 30, 2013

(Expressed in Canadian Dollars)

1. NATURE AND CONTINUANCE OF OPERATIONS

North Arrow Minerals Inc. (the “Company”) is incayated federally under the laws of the Canada Essin
Corporations Act (“CBCA”").

The consolidated financial statements of the Compare presented in Canadian dollars, which is tnectfonal
currency of the Company.The Company trades on $% Venture Exchange (TSXV — NAR) and its registeoéiite
address is Ste. #860-625 Howe Street, Vancouver(@@ada V6C 2T6.

The Company’s principal business activity is #oguisition and exploration of exploration and eatibn assets. To
date, the Company has not generated significargnueas from operations and is considered to bednegploration
stage.

The Company is in the process of acquiring and ek its exploration and evaluation assets and r@syet
determined whether these properties contain rese¢het are economically recoverable. These firdistatements have
been prepared on the assumption that the Compdhgontinue in operation for the foreseeable futanel will be able
to realize assets and discharge liabilities inribemal course of operations. At April 30, 2013 iompany has a
deficit of $12,132,515, no current source of rexeand will require additional funding to meet itarmed activities for
the upcoming fiscal year. The Company’s continua#s a going concern is dependent on the successfilts from its
mineral property exploration activities and itslépito raise equity capital or borrowings suffiotleto meet current and
future obligations. There can be no assurancdsnthaagement’s plans for the Company will be swu&foés These
material uncertainties may cast significant doybbruthe Company’s ability to continue as a goingoesn. These
financial statements do not include any adjustmémthie recoverability and classification of assats liabilities that
might be necessary, should the Company be unalglentinue as a going concern.

As a result of the ten for one share consolidatiompleted during the year (Note 11), current anehgarative share
information has been retrospectively restated.

2. BASIS OF PRESENTATION
Statement of Compliance.

These consolidated financial statements have beepaped in accordance with International Finan&talporting
Standards (“IFRS”) as issued by the Internationatdunting Standards Board (“IASB”) and interpraetas of the
International Financial Reporting Interpretationsn@nittee (“IFRIC"). These financial statements @resented in
Canadian dollars unless otherwise noted.

Principles of Consolidation

These consolidated financial statements includatiteunts of the Company and its wholly-owned inactubsidiary
Compania Minera North Arrow Chile Limitada (“Minéja All inter-company transactions and balancegeheen
eliminated upon consolidation.

Significant accounting judgments, estimates andragsions

The preparation of financial statements in confoynwith IFRS requires management to make certatmases,
judgments and assumptions that affect the repantealints of assets and liabilities at the date efittancial statements
and the reported revenues and expenses duringeticd.

Although management uses historical experiencestarzest knowledge of the amount, events or astionform the
basis for judgments and estimates, actual resw@isdiffer from these estimates.
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NORTH ARROW MINERALS INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
APRIL 30, 2013

(Expressed in Canadian Dollars)

2.

BASIS OF PRESENTATION - continued

Significant accounting judgments, estimates andragsions -continued

The most significant accounts that require estimate the basis for determining the stated amourtiside the
recoverability of mineral properties, valuationsbiare-based payments, and valuation of deferreantants.

Critical judgments exercised in applying accountpglicies that have the most significant effect the amounts
recognized in the consolidated financial statemargsas follows:

@

(ii)

(iii)

Economic recoverability and probability of futurerefits of exploration and evaluation costs.

Management has determined that exploration, atialuand related costs incurred which were capédlmay
have future economic benefits and may be econolyicatoverable. Management uses several critaritsi
assessments of economic recoverability and prabalof future economic benefits including geologiad
other technical information, history of conversiohmineral deposits with similar characteristicsit® own
properties to proven and probable mineral resemthesquality and capacity of existing infrastruetdiacilities,
evaluation of permitting and environmental issuas lacal support for the project.

Valuation of share-based payments

The Company uses the Black-Scholes Option Pricirggld¥l for valuation of share-based payments. Option

pricing models require the input of subjective asgtions including expected price volatility, inteteates and
forfeiture rate. Changes in the input assumptizars materially affect the fair value estimate aminpany’s
earnings and equity reserves.

Income taxes

In assessing the probability of realizing income dasets, management makes estimates related ¢otatipns
of future taxable income, applicable tax opporiesit expected timing of reversals of existing terapp
differences and the likelihood that tax positioakein will be sustained upon examination by appleahx
authorities. In making its assessments, managegiess additional weight to positive and negativedence
that can be objectively verified.

SIGNIFICANT ACCOUNTING POLICIES

a)

Foreign currencies

The functional currency is the currency of themmiy economic environment in which the entity opesaThe
functional currency of both the Company and itss@ibry is the Canadian Dollar. The functional rency
determinations were conducted through an analydiseoconsideration factors identified in IAS 2heTEffects of
Changes in Foreign Exchange Rates (“IAS 21").

Any transactions in currencies other than the tional currency have been translated to the Canadddlar in

accordance with IAS 21. Transactions in currenotb®r than the functional currency are recordethatrates of
exchange prevailing on dates of transactions.h&teind of each reporting period, monetary assetdiailities that

are denominated in foreign currencies are trarglatethe rates prevailing at that date. Non-mogedssets and
liabilities carried at fair value that are denon@thin foreign currencies are translated at rateggiling at the date
when the fair value was determined. All gains &wses on translation of these foreign currenaystations are
included in the statements of comprehensive Id&sn-monetary items that are measured in termsstbtical cost
in a foreign currency are not retranslated.

The Company’s presentation currency is the Canadtlar (“$").



NORTH ARROW MINERALS INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
APRIL 30, 2013

(Expressed in Canadian Dollars)

3.

b)

d)

SIGNIFICANT ACCOUNTING POLICIES - continued
Loss per share

Basic earnings (loss) per share is computed biidiy earnings (loss) available to common sharedrsldy the
weighted average number of common shares outsttining the year. The computation of diluted &ags
(loss) per share assumes the conversion, exercisentingent issuance of securities only when stmtversion,
exercise or issuance would have a dilutive effecthe earnings (loss) per share. The calculationga to be anti-
dilutive for fiscal 2013 and 2012.

Share-based compensation

The Company grants stock options to buy commomeshaf the Company to directors, officers, emplsyaad

service providers. The board of directors granthsaptions for periods of up to five years, withstieg periods
determined at its sole discretion and at pricesktor greater than the closing market pricel@nday preceding
the date the options were granted. An individaallassified as an employee when the individuahiemployee for
legal or tax purposes (direct employee) or proviglsgices similar to those performed by a diregpleyee.

The fair value of options granted to employeeméasured at grant date, using the Black-Scholésropticing
model, and is recognized over the period duringchvitihe share purchase options vest. The fair vafiike share
purchase options granted is measured taking intouat the terms and conditions upon which the sharehase
options were granted. Share-based payments t@mpheyees are measured at the fair value of goodsreices
received or the fair value of the equity instrumissued, if it is determined the fair value of timods or services
cannot be reliably measured, and are recordedeatdlte the goods or services are received. At &aahcial
position reporting date, the amount recognized ra®xpense is adjusted to reflect the actual nunolbeshare
purchase options that are expected to vest.

Equipment
Equipment is stated at cost less accumulated diagicn and any impairment in value.

The initial cost of an asset is comprised of ilschase price and any directly attributable castsringing the asset
to its working condition and location for its intded use. Expenditures incurred after the assebéas put into

operation, such as repairs, maintenance and ovecbats, are normally recognized as expense impé®d the

costs are incurred. In situations where it canclearly demonstrated that the expenditures haveavea the

condition of the asset beyond the originally ass¢ssandard of performance, the expenditures guitatiaed as an
additional cost of equipment.

Assets are depreciated at the following rates:
Computer equipment 30% declining balance

The remaining useful lives, residual values angre&ation method are reviewed and adjusted, ir@mpate, at
financial year-end to ensure that the periods aathad of depreciation are consistent with the etqubpattern of
economic benefits from the items of equipment.

The carrying values of equipment are reviewedrfgrairment at the end of each reporting period benvevents or
changes in circumstances indicate that the carmahge may not be recoverable.

An item of equipment is derecognized when eithdras been disposed or when it is permanently wathd from
use and no future economic benefits are expectad fts use or disposal. Any gains or losses ajisin the
retirement and disposal of an item of equipmentirekided in the statement of loss and compreherisiss in the
period of retirement or disposal.

10



NORTH ARROW MINERALS INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
APRIL 30, 2013

(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES- continued

e) Exploration and evaluation assets

f)

Costs directly related to the acquisition, expiiora and evaluation of mineral properties are @diziegd once the
legal rights to explore the properties have beemiobd. When it is determined that such costs béllrecouped
through successful development and exploitatiopenagitures are transferred to tangible assets apdediated
over the expected productive life of the assetst€r a producing prospect are amortized on taaffproduction
method based on the estimated life of the ore vesewhile costs for the prospects abandoned dtemoff.

Impairment reviews for deferred exploration andlestion costs are carried out on a project bygutopasis, with

each project representing a single cash generatiitg An impairment review is undertaken at thel exi each

reporting period or when indicators of impairments@ but typically when one or more of the follogin
circumstances apply:

* Unexpected geological occurrences that renderetheurce uneconomic;
e Title to the asset is compromised;

* Fluctuations in metal prices that render the praj@economic;

e Variation in the currency of operations; and

e Threat to political stability in the country of ajdion.

From time to time, the Company may acquire or akspof properties pursuant to the terms of optigneements.
Due to the fact that options are exercisable dptia¢ the discretion of the optionee, the amourdgaple or
receivable are not recorded. Option paymentsegerded as exploration and evaluation assets oveees when
the payments are made or received.

The recoverability of the amounts capitalized fbe undeveloped resource properties is dependem tipe
determination of economically recoverable ore nesgrconfirmation of the Company's interest in tinelerlying
mineral claims, the ability to farm out its rescairproperties, the ability to obtain the necessamgricing to
complete their development and future profitabledpiction or proceeds from the disposition thereof.

Title to resource properties involves certain e risks due to the difficulties of determiningetvalidity of
certain claims as well as the potential for proldemising from the frequently ambiguous conveyagdiistory
characteristic of many resource properties. The@any has investigated title to all of its resoupceperties and,
to the best of its knowledge, title to all of itoperties are in good standing.

Impairment

At the end of each reporting period the carryimgoants of the Company’s assets are reviewed torrdite
whether there is any indication that those asget$napaired. If any such indication exists, theongrable amount
of the asset is estimated in order to determinesittent of the impairment, if any. The recoveradmeount is the
higher of fair value less costs to sell and vafuase. Fair value is determined as the amounwtbatd be obtained
from the sale of the asset in an arm’s length #&etisn between knowledgeable and willing partiés.assessing
value in use, the estimated future cash flows &eodnted to their present value using a pre-tagadint rate that
reflects current market assessments of the timeevafl money and the risks specific to the asdethel recoverable
amount of an asset is estimated to be less thamiitging amount, the carrying amount of the assetduced to its
recoverable amount and the impairment loss is mized in the statement of loss for the period. &olasset that
does not generate independent cash inflows, theveeable amount is determined for the cash gemegratnit to
which the asset belongs.

11



NORTH ARROW MINERALS INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
APRIL 30, 2013

(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES- continued

f)

)

h)

Impairment — continued
Where an impairment loss subsequently reversescainrying amount of the asset (or cash generatimg is
increased to the revised estimate of its recoverabhount, but to an amount that does not exceedéahging

amount that would have been determined had no rmeait loss been recognized for the asset (or casbrgting
unit) in prior years. A reversal of an impairméogs is recognized immediately in profit or loss.

Marketable securities

Marketable securities are measured at fair vataecansist of shares listed on the TSX Venture Brgle.

Financial instruments
Financial assets
Financial assets are classified into one of thlevidng categories:

- fair value through profit or loss (“FVTPL");
e available for sale (“AFS™);

e held-to-maturity (“HTM"); and,

* loans and receivables.

The classification is determined at initial recitigm and depends on the nature and purpose dirthecial asset.
(i) FVTPL financial assets

Financial assets are classified as FVTPL when iten€ial asset is held for trading or it is desigdaas
FVTPL.

A financial asset is classified as held for tradiin

e it has been acquired principally for the purpossedfing in the near future;

e itis a part of an identified portfolio of finantiasset that the Company manages and has an pettein
of short-term profit-taking; or

* itis a derivative that is not designated and ¢iffecas a hedging instrument.

Financial assets classified as FVTPL are statddiatalue with any resultant gain or loss recagdiin profit
or loss. The net gain or loss recognized incorgsrany dividend or interest earned on the finaradakt.

The Company has classified cash as FVTPL.

12



NORTH ARROW MINERALS INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
APRIL 30, 2013

(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES - continued

h) Financial instruments- continued

Financial assets continued
(i) AFS financial assets

Investments held by the Company that are clagsd® AFS are stated at fair value. Gains and losssing
from changes in fair value are recognized direétlyaccumulated other comprehensive income. Interest
calculated using the effective interest method famdign exchange gains and losses on monetarysasget
recognized directly in profit or loss rather thayuity. When an investment is disposed of or is mheiteed to be
impaired, the cumulative gain or loss previouslgognized in accumulated other comprehensive incisme
included in the statement of loss for the period.

The fair value of AFS monetary assets denominateal foreign currency is translated at the spad edtthe
statement of financial position date. The changéain value attributable to translation differencise to a
change in amortized cost of the asset is recogriirzguofit or loss, while all other changes areoggtized in

equity.

The Company has classified marketable securiess financial assets.

(i) HTM investments

HTM investments are recognized on a trade-datés ksd are initially measured at fair value, indhgp
transaction costs.

(iv) Loans and receivables

Trade receivables, loans, and other receivabldshédive fixed or determinable payments that arejnoted in
an active market are classified as loans and rabkss.

Loans and receivables are initially recognizethattransaction value and subsequently carriednattazed
cost less impairment losses. The impairment losseoéivables is based on a review of all outstapdin
amounts at year end. Bad debts are written ofinduttie year in which they are identified. Interiesbme is
recognized by applying the effective interest rabesept for short-term receivables when the redagniof
interest would be immaterial.

The Company has classified receivables as loashsemivables.

(v) Effective interest method
The effective interest method calculates the amemtcost of a financial asset and allocates istareome

over the corresponding period. The effective irdemate is the rate that discounts estimated futagh
receipts over the expected life of the financiatinment, or, where appropriate, a shorter period.

13



NORTH ARROW MINERALS INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
APRIL 30, 2013

(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES- continued

h) Financial instruments - continued

Financial assets continued

(vi)

Impairment of financial assets

Financial assets, other than those at FVTPL, asessed for indicators of impairment at each peeiodl
Financial instruments are impaired when there jecilve evidence that, as a result of one or meents that
occurred after the initial recognition of the fimdad instrument, the estimated future cash flowsttud
investment have been impacted. Objective evidehaapairment could include the following:

« significant financial difficulty of the issuer opanterparty;
« default or delinquency in interest or principal pegnts; or
« it has become probable that the borrower will ehterkruptcy or financial reorganization.

For financial instruments carried at amortized ctis# amount of the impairment is the differenceveen the
asset’s carrying amount and the present valueekttimated future cash flows, discounted at thenfiial
instrument’s original effective interest rate.

The carrying amount of all financial instrumentgcleding trade receivables, is directly reduced thg
impairment loss. The carrying amount of trade nesdgles is reduced through the use of an allowaoceusnt.
Changes in the carrying amount of the allowancewaaicare recognized in profit or loss.

With the exception of AFS equity instruments, if,d subsequent period, the amount of the impairroest
decreases and the decrease relates to an eventinga@fter the impairment was recognized, the jmesly
recognized impairment loss is reversed throughitppofloss. On the date of impairment reversal,dheying
amount of the financial instrument cannot excegaihortized cost had impairment not been recognized

(vii) Derecognition of financial assets

A financial instrument is derecognized when:

« the contractual right to the asset’s cash flowsrexpr
« if the Company transfers the financial instrument all risks and rewards of ownership to anothéityen

Financial liabilities

Financial liabilities are classified into one bétfollowing categories:

fair value through profit or loss (“FVTPL"); or
other financial liabilities;

14



NORTH ARROW MINERALS INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
APRIL 30, 2013

(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES - continued

h) Financial instruments - continued

Financial liabilities - continued

The classification is determined at initial recdgm and depends on the nature and purpose ofrthedial liability.

@

(ii)

(iii)

(iv)

FVTPL financial liabilities

This category comprises derivatives, or liakahtiacquired or incurred principally for the purposeselling or

repurchasing it in the near term. They are cariethe statements of financial position at fair ualwith

changes in fair value recognized in the statemelatss and comprehensive loss.

Other financial liabilities

This category includes amounts due to relatedgsaand accounts payable and accrued liabilitiElsese are
initially measured at fair value, net of transaetamsts, and are subsequently measured at amoctzstdising

the effective interest method, with interest exgemesognized on an effective yield basis.

The Company has classified accounts payable asrrdiet liabilities, due to related parties and thevertible
note as other financial liabilities.

Effective interest method
The effective interest method calculates the ameitcost of a financial liability and allocateserest expense
over the corresponding period. The effective irgerate is the rate that discounts estimated futasé receipts

over the expected life of the financial liability;, where appropriate, a shorter period.

Income is recognized on an effective interestsémi debt instruments other than those financisfruments
classified as FVTPL.

Derecognition of financial liabilities

Financial liabilities are derecognized when the @any’s obligations are discharged, cancelled oy éxpire.

Income taxes

Income tax expense consists of current and deféapeexpense. Income tax expense is recognizéekigtatements
of loss and comprehensive loss.

Current tax expense is the expected tax payabléhertaxable income for the year, using tax ratwsced or
substantively enacted at period end, adjustedrfmmaments to tax payable with regards to previeass/

Deferred tax assets and liabilities are recognfeeduture tax consequences attributable to diffiees between the
financial statement carrying amounts of existingets and liabilities and their respective tax baBeferred tax
assets and liabilities are measured using the ethamt substantively enacted tax rates expectegyity avhen the
asset is realized or the liability settled.
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3. SIGNIFICANT ACCOUNTING POLICIES- continued

)

Income taxes - continued

The effect on tax assets and liabilities of a deaim tax rates is recognized in income in thequkthat substantive
enactment occurs.

A deferred tax asset is recognized to the extwttit is probable that future taxable profits vl available against
which the asset can be utilized. To the extert i Company does not consider it probable thd¢farred tax
asset will be recovered, it will not be recognized.

The following temporary differences do not resultleferred tax assets or liabilities:

» the initial recognition of assets or liabilitiesattdo not affect accounting or taxable profit

e goodwill

» differences relating to investment in subsidiariesthe extent that they will probably not reversethe
foreseeable future.

Deferred tax assets and liabilities are offset whwere is a legally enforceable right to set affrent tax assets
against current tax liabilities and when they mlat income taxes levied by the same taxation aityhand the
Company intends to settle its current tax assetdiahilities on a net basis.

Environmental rehabilitation

A legal or constructive obligation to incur reston, rehabilitation and environmental costs arisehen

environmental disturbance is caused by the expdorair development of a mineral property intereSuch costs
arising from the decommissioning of plant and otfigx preparation work, discounted to their nespre value, are
provided for and capitalized at the start of eachjgut to the carrying amount of the asset, alorith v&

corresponding liability as soon as the obligatioriricur such costs arises. The timing of the daizabilitation

expenditure is dependent on a number of factoré sscthe life and nature of the asset, the operditense

conditions and, when applicable, the environmenthich the mine operates.

Discount rates using a pre-tax rate that refleettime value of money are used to calculate theresent value.
The rehabilitation asset is depreciated on the dzasis as mining assets. The Company’s estimateslamation
costs could change as a result of changes in tegylaequirements and assumptions regarding theuatrnand
timing of the future expenditures. These changesegorded directly to mining assets with a comesing entry to
the rehabilitation provision. The Company’s estiesadre reviewed annually for changes in regulategyirements,
effects of inflation and changes in estimates.

Changes in the net present value, excluding clwimgitne Company’s estimates of reclamation c@sescharged to
profit and loss for the period. The costs of rélitation projects that were included in the religdion provision
are recorded against the provision as incurred.

The Company has no material restoration, rehabdit and environmental obligations as the distucbao date is
limited.
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3. SIGNIFICANT ACCOUNTING POLICIES- continued

k) Flow-through shares

The Company can issue flow-through shares to fieaxploration programs undertaken in Canada. Botga the
terms of the flow-through share subscription agreets) these shares transfer the tax deductibifitualifying

mineral expenditures to investors. On issuanoe,Gbmpany bifurcates the flow-through share int@a Hlow-

through share premium liability, equal to the esti@al premium, if any, investors pay for the flowetlngh feature,
which is recognized as a liability and ii) shargital. Upon qualifying expenses being incurrece tbompany
derecognizes the liability and the premium is retgogd as other income.

I) New standards not yet adopted

The following new standards, amendments to stasdandl interpretations have been issued but areffettive
during the year ended April 30, 2013:

IFRS 9

IFRS 10

IFRS 11
IFRS 12

IFRS 13

IAS 1

IAS 27

IAS 28

New financial instruments standard that replaceS 88 for classification and measurement
of financial asset¥

New standard to establish principles for the pregem and preparation of consolidated
financial statements when an entity controls mlgtegntitie§’

New standard to account for the rights and obligtiin accordance with a joint agreenfent
New standard for the disclosure of interests irep#ntities not within the scope of IFRS
9/IAS 39"

New standard on the measurement and disclosuggrofafiug’

Amended standard on the presentation of finant&Ements requiring an entity to group
items presented in the statement of other compe¥®income on the basis of whether they
may be reclassified to profit or loss subsequeinitil recognitiod”

Amended standard that contains accounting andodise requirements for investments in
subsidiaries, joint ventures and associates whenerdity prepares separate financial
statemenf8

Amendz;j standard that prescribes the accountingnf@stments in associates and joint
venture

i) Effective for annual periods beginning on or aftanuary 1, 2013
i) Effective for annual periods beginning on or aftely 1, 2012
iii) Effective for annual periods beginning on or aftanuary 1, 2015

The Company anticipates that the application ofehstandards, amendments and interpretations @tilhave a
material impact on the results and financial positf the Company.

4. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial instruments measured at fair value aassified into one of three levels in the fair vathierarchy according to
the relative reliability of the inputs used to esdte the fair values. The three levels of thevalue hierarchy are:

e Level 1 — Unadjusted quoted prices in active markat identical assets or liabilities;
* Level 2 — Inputs other than quoted prices thabéservable for the asset or liability either dilgor indirectly; and
* Level 3 — Inputs that are not based on observabl&ehdata.
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4. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT - cont inued

The Company’s financial instruments consist of ¢ashrketable securities, receivables, accountsipayand accrued
liabilities and, due to related parties. Cash isied at fair value using a level 1 fair value maasnent. The carrying
value of receivables, accounts payable and acdialgitities and due to related parties approxinthtsr fair values due
to their immediate or short-term maturity. Mark#éasecurities are recorded at fair value basethemuoted market
prices in active markets at the balance sheet ddiieh is consistent with level 1 of the fair valoierarchy.

The Company is exposed to a variety of financigksiby virtue of its activities, including credisk, interest rate risk,
liquidity risks, foreign currency risk, and equityarket risk. The Company’s objective with resgeatisk management
is to minimize potential adverse effects on the @any’s financial performance. The Board of Direst@rovides
direction and guidance to management with respecisk management. Management is responsible d@bkshing
controls and procedures to ensure that finan@gksrare mitigated to acceptable levels.

Credit risk

Credit risk is the risk of financial loss to the rGpany if a counter-party to a financial instruméaits to meet its
contractual obligations. The Company manages ttristi by investing its excess cash in short-tenvestments with
investment grade ratings, issued by a Canadianerkdrbank. The Company’s receivables consistariiynof sales tax
receivables due from the federal government aneivables from companies with which the Company éxgdoration
agreements or options. The maximum exposure tditcrssk at the reporting date is the carrying ‘ealof the
Company’s receivables and cash.

Interest rate risk

Interest rate risk is the risk that the fair valrefuture cash flows of a financial instrument wilictuate because of
changes in market interest rates. Financial assedsliabilities with variable interest rates expdhe Company to
interest rate risk with respect to its cash flovis management’s opinion that the Company isengiosed to significant
interest rate risk.

Liquidity risk

Liquidity risk is the risk that the Company will hbe able to meet its obligations as they beconge dithe Company’s
ability to continue as a going concern is dependenmanagement’s ability to raise the funds regutreough future
equity financings, asset sales or exploration opéigreements, or a combination thereof. The Cognpas no regular
cash flow from its operating activities. The Compananages its liquidity risk by forecasting cakiwfrequirements
for its planned exploration and corporate actigitid anticipating investing and financing actagti Management and
the Board of Directors are actively involved in tteview, planning and approval of annual budget$ significant
expenditures and commitments. Failure to realdditemnal funding could cast significant doubt dretCompany’s
ability to continue as a going concern. As at A, 2013, the Company had cash of $2,893,755 (20847,318)
available to settle current liabilities of $334,8P012- $176,744).
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4. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT - cont inued
Foreign currency risk

The Company has exposure to foreign currencythiskugh its exploration activities outside of Camatlowever, the
majority of its assets and liabilities are denortedain Canadian dollars. The Company’s explorasiotivities and any
related land tenure expense outside Canada coltd inaubject to foreign currency fluctuations, ethimay affect the
Company’s financial position and cash flows. Duritingg year ended April 30, 2012, the Company woupdits
operations in the United States and South Amemckisipresently not subject to significant foreamrency risk.

Equity market risk
The Company is exposed to equity price risk arigingn its marketable securities, which are clasdifas available-for-

sale. The Company plans to sell its marketabler#iexs as market conditions permit, or as is regfito finance the
Company’s operations from time-to-time.

5. RECEIVABLES

April 30, 2013 April 30, 2012

HST/GST receivables $ 22,678 $ 19,470
Trade and other receivables 2,258 22,043
$ 24,936 $ 41,513

6. MARKETABLE SECURITIES

During the year ended April 30, 2012, the Compaggeived 15,000 (75,000 pre-consolidation) commaresh of a
TSX-V listed company in exchange for certain exatam data.

April 30, 2013 April 30, 2012
Fair Fair
Unrealized Market Unrealized Market
Cost Loss Value Cost Loss Value
Common shares of a company liste
on the TSX-V d$ 15,488 $(14,438) $1,050 $15,488  $(10,988) $4,500
7. EQUIPMENT
Accumulated Net Book
Computer Equipment Cost Depreciation Value
Balance at May 1, 2011 $ 6,474 $ 4,889 $84,5
Depreciation - 595 (595)
Balance at April 30, 2012 6,474 5,484 990
Depreciation - 298 (298)
Balance at April 30, 2013 $ 6,474 $ 5,782 $692
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8.

EXPLORATION AND EVALUATION ASSETS

Expended Write-offs
During During the
April 30, 2012 the Year Year April 30,2013
Gold and Base Metal Properties, Canada
Exploration costs $ 58,381 $ 3,285 % (37,277) 24,389
Acquisition costs 153,036 15,777 (8B)7 81,044
Geological and assays 5,796 - (5,338) 458
Office and salaries 22,323 - (1,619) 20,704
239,536 19,062 (132,003) 126,595
Diamond Properties, Canada
Exploration costs 234,702 123,611 - 358,313
Acquisition costs 42,918 260,765 - 303,683
Geological and assays 153,489 - - 153,489
Office and salaries 126,608 - - 126,608
557,717 384,376 - 942,093
TOTAL $ 797,253 $ 403,438% (132,00) $ 1,068,688
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8. EXPLORATION AND EVALUATION ASSETS- continued
Expended Write-offs
April 30, During During the
2011 the Year Year April 30, 2012
Gold and Base Metal Properties, Canada
Exploration costs $ 22994 $ 48,018 $ (226 $ 58,381
Acquisition costs 136,283 51,116 (34,363) 153,036
Geological and assays 6,561 4,348 (5,113) 5,796
Office and salaries 20,489 4,949 (3,115) 22,323
186,327 108,431 (55,222) 239,536
Lithium Properties, Canada
Exploration costs 39,708 16,647 (56,355) -
Acquisition costs 14,666 248 (14,914) -
Geological and assays 11,464 211 (11,675) -
Office and salaries 9,973 2,631 (12,604) -
75,811 19,737 (95,548) -
Lithium Property, USA
Exploration costs - 7,598 (7,598) -
Acquisition costs - - - -
Geological and assays - 1,548 (1,548) -
Office and salaries - 1,168 (1,168) -
- 10,314 (10,314) -
Diamond Properties, Canada
Exploration costs 252,487 320,162 (337,947) 234,702
Acquisition costs 22,364 24,467 (3,913) 42,918
Geological and assays 153,264 225 - 193,48
Office and salaries 129,642 22,792 (25,826) 126,608
557,757 367,646 (367,686) 557,717
TOTAL $ 819,895 $ 506,128 $ (528,77 797,253
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8.

EXPLORATION AND EVALUATION ASSETS- continued

Title to exploration and evaluation assets invslgertain inherent risks due to the difficultiesdetermining the validity
of certain claims as well as the potential for peofis arising from the frequently ambiguous conveyamn history
characteristic of many exploration and evaluatissets. The Company has investigated title tofats@xploration and
evaluation assets and, to the best of its knowletitteeto all of these assets are in good standing

Gold and Base Metal Properties, Canada

In addition to the properties described below, @@mpany maintains interests in various other goid base metal
properties in the Northwest Territories, Yukon &hshavut.

Canoe Lake Property, Nunavut

The Company maintains a 100% interest in a nurabeontiguous mineral claims known as the “CanokelBroperty”
in the High Lake Greenstone Belt, Nunavut. The ‘@amrlaims” are subject to royalties ranging frorB%.to 2%
payable to two royalty holders. The Company macipase 100% of the royalties payable to one ofdlyalty holders
for $1,000,000.

Hay Duck Property, NWT

On May 29, 2008, the Company and Strongbow Exglmmainc. (“Strongbow”) entered into an option agremt
whereby the Company may earn a 100% interest iitheDuck property by reimbursing certain expenditiincurred
to-date by Strongbow and assuming the annual opayments due under the original, underlying opigneement.
The third party agreement, dated May 2007 and aswAgril 2009 and January 2010, requires threeréutash option
payments totalling $450,000. These future optiaynpents will be payable by the Company annualljodang receipt
of a land use permit allowing the Company to diilthe property. As partial compensation for amegdhe agreement,
the Company issued 50,000 pre-consolidation comsfames to the property vendor in May 2009 and atitiadal
50,000 shares in February 2010. At the date ofaisse, the common shares had fair value of $6,2%80%80750,
respectively, which has been applied against tfe0E® payment due January 1, 2010. The remaind#éreofanuary
2010 payment will be paid by the Company upon pagfi a land use permit for the Hay Duck propeftye third party
option holder will retain a 2.5% NSR of which 1%ndae purchased at any time for $500,000. An aduitid % of the
royalty can be purchased at any time for $2,000,0tbn the Company incurring $5,000,000 in exploraion the
property, Strongbow may elect to back-in to 40%tlef Company’s interest in the property by fundihg next
$5,000,000 in exploration expenditures. In cer@isumstances, Strongbow has the option to eteetcyuire a 1%
NSR in place of exercising the back-in right. T®empany may purchase one-half (0.5%) of the NS&gttime for
$500,000. Strongbow and the Company are relatethdyact that there are common directors in Stromghnd the
Company, and the President and CEO of the Commaalgd the President and CEO of Strongbow. AtlAfj 2013,
the Company wrote off the property and all relatests totalling $24,436.

Hope Bay Property, NU

On January 28, 2011 the Company entered into aeaggnt with Chelsea Minerals Corp. (“Chelsea”), mhg Chelsea
has the option to earn a 60% interest in the Coripathope Bay Oro gold project in Nunavut, consigtof five mining
leases. Under the terms of the agreement, Chelagaearn up to a 60% interest in the project byingakn initial cash
payment of $50,000 (received) and spending $5amilbver a five year period. A minimum expenditafé500,000 is
required in the first year (complete). In May 20Tdhelsea was acquired by Sennen Resources Ltdsgguently
Sennen Potash Corp.) (“Sennen”) pursuant to a BfaArrangement. Sennen has assumed Chelsea’sabbtig
pursuant to the agreement for the Hope Bay Prop@ty February 1, 2013 the Company and Sennen signed
amending agreement that extended the length aftien term from five to six years.
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8.

EXPLORATION AND EVALUATION ASSETS - continued
Gold and Base Metal Properties, Canada - continued
Yukon Gold Property

On July 30, 2010, the Company, Cathro Resourcep.GtCathro”) (50%) and Cazador Resources Ltd. ¢&hor”)
(50%), both private companies and collectively, ‘tendors”, entered into an agreement whereby tbm@any could
earn a 100% interest in certain mineral claimsas#td in north-central Yukon Territory. Under thents of the
agreement, the Company could have earned a 100esttin the property by funding a minimum $35,00i@al
exploration program (completed) and by making cativg payments totalling $150,000 and by issuinghaative
share payments totalling 750,000 shares over agearf four years. The Company issued 25,000 prsadaation
shares to Cathro and 25,000 pre-consolidation shar€azador during the year ended April 30, 2Q%l tatal estimated
fair value of $10,000. In August 2011, the Compaenminated the option agreement for the Yukon Gaidperty
following a review of the results for the explooatiprogram carried out in 2010. Consequently, abeement was
terminated and the Company wrote-off the entireytiag value of the property, totalling $33,309.

Seagull Property

The Company entered into an agreement in May 20iereby the Company can earn a 100% interest ininartineral
claims known as the “Seagull Property” from Parm@ssources Ltd (“Panarc”). Under the agreementGbmpany
must make an initial $15,000 cash payment (comg)etnd issue 100,000 pre-consolidation common share
(completed). The Company must incur aggregateoeafon expenditures of $300,000 within a 3 yeaique Panarc
will retain a royalty equal to 2% of net smelteturas, of which the Company may purchase one pelded%) for
$1,000,000, such that the royalty would be reduced.0%. At the time of the May 2011 agreementdPa and the
Company were related by virtue of a common diredduring the year ended April 30, 2013, the Compiatyrned the
property to Panarc and wrote off $75,524 of relatests.

Contwoyto, Nunavut

Between June and September 2011, the Company adgby staking, certain mineral claims in the Cantte Lake
area, Nunavut.

In July 2012, subsequently amended, the Companguanrted that it had entered into an agreementavithbsidiary of
Elgin Mining Inc. (“Elgin”). Under the terms of ¢hamended agreement Elgin can earn a 60% intardst iCompany’s
Contwoyto properties by spending $6 million ovesezen year period.

Nunavut Tunngavik Incorporated (“NTI”) PropertieSunavut

The Company has a 100% interest in the Nunavut gavik Incorporated (“NTI”) properties located inetiWest
Kitikmeot region of Nunavut. If a feasibility studs completed on any area within the NTI propestti®TI has the
option of taking either a 20% participating intéresa 7.5% net profits royalty in the specificasibject to study.

Other Properties

Mineral property write-offs of $32,043 (2012 - $#d0) during the year ended April 30, 2013 relatevddous other
properties in NWT and Nunavut, where no exploraposgrams of significance are planned for the feeeble future.
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8.

EXPLORATION AND EVALUATION ASSETS - continued
Lithium Properties, Canada

Torp Lake Project, Nunavut

In March 2009, the Company acquired, by stakingy taineral claims in the Torp Lake area of NunavDuring the
year ended April 30, 2012, the Company wrote-offenditures totalling $78,688 related to the propert

Diamond Properties, Canada

Lac de Gras, NWT

In August 2011, the Company entered into an opdigreement with Harry Winston Diamond Mines Ltd b eguently
Dominion Diamond Corp.) (“Dominion”), and Springbéloldings Inc. (“Springbok”), to jointly explore ¢hCompany’s
Lac de Gras property and Dominion’s land holdingstiguous to the Company’s Lac de Gras propertiigctively, the
“JV Property”).

Dominion must incur exploration expenditures ofestst $5,000,000 over a 5 year period to allowdpgon to vest.
Upon vesting, a joint venture will be formed wherebominion will hold a 55% interest and the Compaaryd
Springbok will share equally a 45% interest in dhveProperty.

On October 24, 2012, the Company entered into egeagent with Springbok to acquire Springbok’s 50riest in the
LDG/GT Property (“the Springbok Interests”). TheriBgbok Interests include the right to obtain a&522 interest in the
JV Property, subject to the terms and conditionthefoption agreement among Springbok, the CompadyDominion.
Under the terms of the agreement with Springbo&,Gbmpany issued 1,000,000 post-consolidation shera value of
$235,000 to Springbok for the 22.5% interest in $he Property. As additional consideration, in tieent that
Dominion exercises its option and earns a 55% estein the JV Property and the Company subsequentlys $2
million in joint venture expenditures on the JV peay, the Company will issue to Springbok that bemof commons
shares of the Company having a value of $1 million.

Hammer, Nunavut

In October 2008, the Company and Stornoway Dian@aigboration (“Stornoway”) revised a pre-existingesgment on
the Bear property, Nunavut, to include an areatrest, known as the “Hammer AOI”, into the agreamAs a result
of this revision, the Company holds a 25% intemeshe property and Stornoway holds a 75% intedstfurther work
is planned and as such exploration expendituratingt$367,686 were written off for the year endextil 30, 2012.

Timiskaming, Pikoo and Qilalugaq Diamond Proje@snada

On March 12, 2013, the Company entered into amyassnt agreement with 0954506 B.C. Ltd. (“BCCof)dar which
BCCo agreed to assign and transfer to the Compldiey 8CCo’s interest and obligations in certaiptions to earn an
80% interest in the Timiskaming, Pikoo and Qilalygdiamond projects. Stornoway Diamond Corporation
(“Stornoway”) is the holder of a 100% interest ihthree projects and had granted BCCo optionsctuie the 80%
interests in the projects. BCCo is a private camypcontrolled by a party related to a directortttd Company.
Stornoway will retain a one-time right to buy-bacR0% interest in any of the projects once the Gomp
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8. EXPLORATION AND EVALUATION ASSETS - continued
Diamond Properties, Canada- continued

completes an option work program and provides 8tway with notice of its intent to vest an 80% iet&rin a project.
Under the terms of the agreement, the cost of tiyeblack will be equal to three times the costs iirexiin connection
with the applicable option work program.

Under the terms of the assignment agreement thep@aynpaid BCCo $20,000 and issued BCCo 500,006 femable
share purchase warrants. Additionally, the agre¢meguires the Company to complete a $2,000,0@héing. Each
share purchase warrant will entitle the holder aqquare one common share of the Company at a pfi&d @5 for a
period of five years from the date of issuance.

Subsequent to April 30, 2013, the Company issueth8tvay notice that it had completed its work reguient and of
its intent to vest an 80% interest in the Timiskagnproject. Stornoway subsequently notified then@any that it
would not exercise its right to buy-back a 20%eiiast in the project.

Qilalugag diamond project, Nunavut - the Companiyl vave the option to earn an 80% interest in@ikalugaq project
by completing a work program that includes a 1,&@f8the mini-bulk sample within two years of recajpthe required
land use permit or no later than January 2018.

Pikoo diamond project, Saskatchewan - the Compalhhave the option to earn an 80% interest inBiloo diamond
project by completing an option work program cotisgs of a minimum 2,000 meter diamond drilling pram,

including a minimum of two drill holes at each b&tNorth and South target areas. The work prognast be initiated
by January 2015 and completed by January 2016.

Timiskaming diamond project, Ontario/Quebec - themPany will have the option to earn an 80% inteiasthe
Timiskaming diamond project by completing an optiwark program that includes testing three sepagatgphysical
targets with at least one diamond drill hole. Tk program must be initiated by January 2015 emahpleted by
January 2016.

Property investigation costs- South America

In June 2011, the Company executed a letter ohir(t&OI1”) to acquire a 100% interest in the AguaGrande gold-
copper project in Chile. Under the terms of thiginal LOI, the Company was to make a US $50,000@nt for the
exclusive right to conduct due diligence over ad@§ period. An addendum to the LOI was signed ipt&aber 2011,
extending the due diligence period for a secondd@9 period and making the $50,000 payment subgcthé

completion of certain actions by the vendor. Upompletion of the due diligence period, the Comphag the right to
enter into a Definitive Agreement with the vendehereby the Company could acquire a 100% interettd project by
making cash payments totalling US $10,000,000 @pproximately five years and completing a feagipitudy.

Under the terms of the agreement the owners waiddir a 1.5% net smelter royalty. In Decemberl2@ie Company
commenced legal action to enforce the terms ofLtBé by applying for an injunction in Chilean Cowahd filing a

lawsuit requesting an arbitrator to compel the weado either execute an option agreement withGbmpany or pay
damages to the Company. No estimate is determirsdlitds time as to the amount, if any, the Compaay recover
from the above proceeding and the Company has sgggroperty investigation costs incurred totalh2d.4,335.
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9. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

April 30, 2013 April 30, 2012
Trade payables $ 188,548 $ 12,236
Accrued liabilities 30,000 32,500

$ 218,548 $ 44,736

10. CONVERTIBLE NOTE

On August 31, 2011, the Company closed a $1,000p00@ate placement of a convertible promissoryensith Anglo-

Celtic Exploration Ltd. (“Anglo Celtic”), a privateompany controlled by D. Grenville Thomas, wha idirector of the
Company. The private placement consists of a atible note, structured as an unsecured, intereatifg loan of
$1,000,000. Anglo-Celtic may convert at any tinleoa a portion of the principal amount outstandingo common
shares of the Company at $0.25 per share, whichdwesult in the issuance of up to 4,000,000 comsiueres if the
entire principal amount is converted. The loanrbéaterest at the Royal Bank Prime Rate plus 4@isbpoints. The
loan accrues interest to the date of repaymemgrast is calculated and accrued on a monthly basis.

The term of the loan is for two years, to August 3013. Anglo-Celtic did not receive any warramp®n issuance of
the convertible note, however, if the Company feilsepay the loan in full by August 31, 2012 othé& Company and
Anglo-Celtic amend or re-negotiate the terms of liben, Anglo-Celtic will have the right to convefie principal

amount of the note into both common shares andjaal @umber of warrants, such warrants being esapté until the
August 31, 2013 due date.

The convertible note has been segregated int@ggective debt and equity components on the datgsoénce. The
debt component, representing the fair value of lihiility at inception, is recorded as a long-teliability. The
remaining component, representing the residualevasicribed to the holder’s option to convert thiagipal balance into
common shares, is classified in shareholders’ gast“equity component of convertible note”. Otlee term of the
note, the debt component will be accreted to tlee falue of the note by the recording of additiantdrest expense.
The liability component was estimated using a distaate of 15%.

April 30, 2013 April 30, 2012
Principal amount $ 1,000,000 $ 1,000,000
Less equity component of convertible note (137,996) (137,996)
Accrued interest 81,953 46,667
Accretion 75,271 39,534
Liability component 1,019,228 948,205
Amount settled by issuance of shares (1,019,228) -
Liability component $ - $ 948,205

On January 24, 2013, the Company completed a eétttdraent agreement with Anglo Celtic under whisk €Company

settled its outstanding debt with Anglo Celtic e tamount of $1 million plus unpaid interest by igmiance of shares.
At the time the settlement was agreed to the daBitahcarrying value of $1,019,228 and was settlethé issuance of
21,639,100 pre-consolidation shares valued atcz orfi $0.025 per share for a total value of $54D/@8ulting in a gain

on settlement of $478,251.
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11. CAPITAL STOCK AND RESERVES

€}
(2
3

Authorized share capital

The authorized share capital of the Company igrdimited number of common shares without par value

Share issuances

Effective February 28, 2013, the Company completednsolidation of its share capital on the babisne new share
for every ten pre-consolidated shares. All shaue @er share amounts have been retrospectivelyteesto reflect this
consolidation (unless otherwise noted).

Share issuances- continued

On April 29, 2013, the Company completed a non-bre# private placement of 20,000,000 common statrasprice
of $0.15 per share for total gross proceeds of(RBADO. As part of this private placement, the Camyppaid a finder’s
fee of $630 and incurred other costs of $15,750.

On April 29, 2013, pursuant to an acquisition Agneat for The Springbok interest, the Company issu@®d0,000
common shares, at a value of $235,000, to purch@25% interest in the Lac De Gras property.

During the year ended April 30, 2012, the Compassuéd 10,000 post consolidated-common shares atue of
$18,000 pursuant to the Seagull property optioeagent.

Stock options and warrants

The Company’s stock option plan (the “Plan”) wap@ved by shareholders at an annual general araiadpneeting in
November 2011. The Plan gives the directors théaaaity to grant options to directors, officers, doyges and
consultants. The maximum number of shares to hedsnder the Plan is 10% of the issued and owdlistgrtommon
shares at the time of the grant. The exercise pfieach option granted shall not be less thamtheket price at the date
of grant less a discount up to 25% in accordandtie tive policies of the TSX Venture Exchange (“TSXV”

Options granted can have a term up to 5 years weghing provisions determined by the directorsdooadance with
TSXV policies for Tier 2 Issuers, with a typicalstimg period of 25% upon grant and 25% every sixtin® thereafter.

As at April 30, 2013, the following stock optiongme outstanding:

Number of Exercise Number of
Shares Price Shares Vested Expiry Date
71,000 @ $ 200 71,000 June 4, 2014
20,000 $ 3.00 20,000  September 2, 2014
58,000 @ $ 2.00 58,000 May 12, 2016
17,000 @ $ 2.00 12,750  November 3, 2016
166,000 161,750

9,000 options cancelled subsequent to April 30,320
5,000 options cancelled subsequent to April 30,320
Cancelled subsequent to April 30, 2013
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11. CAPITAL STOCK AND RESERVES - continued

Stock options and warrants- continued

A summary of the Company’s stock option activiy as follows after giving effect to the Companykare
consolidation:

Weighted

Number Average

of Options Exercise Price

Balance, April 30, 2011 423,700 $ 262
Granted 139,000 2.00
Expired and forfeited (140,700) 2.43
Balance, April 30, 2012 422,000 2.47

Granted - -

Expired and forfeited (256,000) 2.70
Balance, April 30, 2013 166,000 $ 2.12
Number of options currently exercisable 161,750 $ 2.12

A summary of the Company’s warrant activity idafws after giving effect to the Company’s shaomsolidation:

Number Weighted
of Average
Warrants Exercise Price
Balance, April 30, 2011 610,967 $ 284
Expired (610,967) 2.84
Balance, April 30, 2012 - -
Granted 500,000 0.25
Balance, April 30, 2013 500,000 $ 0.25

The 500,000 warrants were issued as part of theeaggnt to earn interests in the Timiskaming, Piand Qilalugaq
projects (Note 8). Each warrant entitles the hotdeacquire one common share of the Company aica pf $0.25 per
share until April 29, 2018. The warrants only bmeoexercisable when the Company exercises an oftli@arn an

interest in at least one of the properties. Acitwlg, the warrants will be valued upon receipteafning the interest in
one of the properties.

Share-based compensation
During the year ended April 30, 2013, the Compagranted nil stock options (2012 — 139,000). Thereded fair value
of the options granted during the year is $nil 261$141,203) or $nil (2012 — $1.00) per optioruriBg the year ended

April 30, 2013 the Company recognized share-basedpensation of $25,489 (2012 — $176,357) relatmgtions
vested during the year.
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11.

12.

CAPITAL STOCK AND RESERVES - continued
Share-based compensation - continued

The following weighted average assumptions weld Uer the Black Scholes valuation of stock optigmanted or
issued:

Year Ended April Year Ended April 30,

30, 2013 2012
Risk-free interest rate - 1.82%
Expected life of options - 3.0 years
Annualized volatility - 131.1%
Dividend rate - 0.00%

RELATED PARTY TRANSACTIONS

Balances and transactions between the Companytsustdibsidiaries have been eliminated on consadidaind are not
disclosed in this note. Details of the transactibetween the Company and related parties nobdestlelsewhere in the
financial statements are disclosed below.

Related party transactions

Certain companies which have an officer and/oratiineor former officer and/or director in commondarender
services or are charged for certain services !

Nature of transactions

Anglo-Celtic Exploration Ltd. Interest and consuii

Strongbow Exploration Inc. Exploration and admimton
0954506 BC Ltd. Exploration

International Northair Mines Ltd. Accounting andporate services

The Company incurred the following transactionshi@ normal course of operations in connection widhpanies
which have an officer and/or director in common.

a) During the year ended April 30, 2013, the Compaaig pr accrued $5,608 (2012 - $125,888) for tedinic
services to a company with common directors oraéo officer.

b) During the year ended April 30, 2013, the Compaaig @r accrued $44,076 (2012 - $12,945) for shared
administrative and accounting services to a compeéttycommon officers.

c) During the year ended April 30, 2013, the Compaayd or accrued consulting fees of $nil (2012 -
$269,166) to a companies controlled by directdrisis amount is included in salaries disclosed below

d) During the year ended April 30, 2013 the Companig |$4.0,837 (2012 - $4,015) for office and rent to a
company with common directors and officers andfmtmlled by a director.

e) During the year ended April 30, 2013, a directothaef Company forgave payables totaling $75,0002201
$nil).
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12. RELATED PARTY TRANSACTIONS - continued

f) Amounts due to related parties of $116,262 (2012132,008) are owing to companies with
officers/directors in common.

The remuneration of directors and key managemensopnel during the year ended April 30, 2013 veafobows:

April 30, April 30,
2013 2012
Salarie$ $ 20,164 $ 269,166
Share-based compensaﬁon 13,048 138,309
Total $ 33,212 $ 407,475

1 — When key management is working specificallymoneral properties their time is capitalized agathe mineral property.
2 — Share-based compensation is the fair valugtidres that have been granted to directors andr@yagement personnel.

13. INCOME TAXES

A reconciliation of income taxes at statutory ratéth the reported taxes is as follows:

2013 2012
Net income (loss) for the year $ 106,050 $ (2,083,787)
Expected income tax (recovery) $ 27,000 $ (541,000)
Change in statutory rates, foreign tax and other 154(000) 130,000
Permanent differences 22,000 46,000
Share issue cost (4,000) -
Change in unrecognized deductible temporary diffezs 109,000 365,000
Total income tax expense (recovery) $ - $ -

The significant components of the Company’s ungeced temporary differences and tax losses afellass:

2013 Expiry Date Range 2012 Expiry Date
Range

Temporary Differences
Exploration and evaluation assets $ 4,820,000 No expiry date $ 4,451,000 Norgdate
Investment tax credit 34,000 2028 to 2033 28,000 2028 to 2032
Property and equipment 15,000  No expiry date 14,000 No expiry date
Share issue costs 48,000 2034 — 2037 60,000 2033 -2035
Marketable securities 14,000 No expiry date 11,000 No expiry date
Convertible note - No expiry date 52,000 No expiry date
Non-capital losses available for
future period 2,772,000 2029 — 2033 2,963,000 2027 — 2032

Tax attributes are subject to review, and potentiflistment, by tax authorities
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14. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FL OWS

15.

16.

17.

The significant non-cash transactions for the yeated April 30, 2013 were:

a)

b)

<)

d)

S

The Company incurred exploration and evaluationeertures of $154,880 (2012 - $10,657) that artuded in
accounts payable and accrued liabilities at A@il 2013.

The Company incurring exploration and evaluatiopesditures of $nil (2012 - $7,434) that are inchidte due to
related parties at April 30, 2013.

The Company incurring exploration and evaluatiosta®coveries of $nil (2012 - $1,644) that are uded in
receivables at April 30, 2013.

The Company issued 1,000,000 (2012 - 10,000) conmshares valued at $235,000 (2012 - $18,000) purdaam
property option agreement (Note 8). The Compangivarg nil (2012 - 75,000) common shares with a Yailue of
$nil (2012 - $15,488) from the sale of exploratitata (Note 6).

The Company issued 21,639,100 pre-consolidationnemmshares valued at $540,977 to settle a conieertifte
(Note 10).

CAPITAL MANAGEMENT

The capital of the Company consists of the itemetuded in shareholders’ equity. The Company masadig capital
structure and makes adjustments to it, based ofutits available to the Company. The Company'®cibje for
capital management is to plan for the capital negiito support the Company’s ongoing acquisitioth @xploration of
its mineral properties and to provide sufficientds for its corporate activities.

The Company’s exploration and evaluation assetsnatiee exploration stage. As an exploration stegapany, the
Company is currently unable to self-finance itsratiens. The Company has historically relied ooiggfinancings
to finance its operations. In order to carry ok tCompany’s planned exploration programs and tp fpa
administrative costs, the Company will have to ea&lditional funds as required. To effectively agm the
Company’s capital requirements, the Company’s mamegpt has in place a planning and budgeting process

EGMENTED INFORMATION

The Company operates in Canada in a single opgrs¢gigment — the acquisition and exploration of naingroperties in
Canada.

S

UBSEQUENT EVENTS

Subsequent to April 30, 2013, the Company:

a)

b)

Granted directors, officers, consultants, and egg®s 2,220,000 incentive stock options. The styuions are
exercisable to acquire one common share of the @aynat a price of $0.27 per share for a periodvef years.

Entered into an option agreement with Artic Staplération Corp. to earn a 55% interest in the Requiem

diamond project in the Lac de Gras region of thetiNeest Territories. Under the terms of the optigneement,
the Company can earn a 55% interest in the prdggdncurring $5 million in exploration expendituresior to

July 1, 2017.

Subject to regulatory approval, acquired a 100%rétt in the Mel and Luxx diamond project, Nuna¥tam a
company controlled by a director of the Companyndért the terms of the agreements, the Companyauadgjuire a
100% interest in each property, in considerationadl% gross overriding royalty and a total of ®00, share
purchase warrants, entitling the holder to purct#¥E000 shares in the Company, at a price of $§8eBShare for a
period of five years. The Company will have thghtito buy half of each royalty for $1 million atyatime. a1



