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CMX GOLD & SILVER CORP.
INTERIM STATEMENT OF FINANCIAL POSITION
Unaudited — Prepared by Management

December 31, January ]
AS AT September 30, 2010 201c
2011 (note 19) (note 19
ASSETS
CURRENT
Cash and cash equivalents $ 4,748 $ 13,7$7  36,11¢
Trade and other receivables 9,827 11,627 58,32«
Prepaid expenses 37,700 4,667 -
52,275 30,071 94,44.
DEPOSIT (note 5) -- -- 125,00(
EXPLORATION AND EVALUATION (note 6) 516,515 516,515 -
$ 568,790 $ 546,586 $ 219,442
LIABILITIES
CURRENT
Trade and other payables $ 157,12% 261,110 $ 182,055
Due to shareholders (note 7) 86,607 53,064 --
Dividends payable (note 8) 143,560 143,560 143,560
387,290 457,734 325,615
WARRANT LIABILITY (note 9) 66,453 -- --
453,743 457,734 325,615
SHAREHOLDERS' EQUITY (DEFICIENCY)
SHARE CAPITAL (note 10) 3,152,319 2,661,047 2,176,9
WARRANTS (note 12) 182,155 112,250 97,531
DEFICIT (3,219,427) (2,684,445) (2,375,620)
115,047 88,852 (106,173)
$ 568,790 $ 546,586 $ 219,442

Going concern (note 1)
Subsequent events (note 17)

Approved on behalf of the Board

Bruce Murray (“Signed”)

Jan Alston (“Signed”)

The accompanying notes are an integral part oktfirancial statements



EXPENSES

CMX GOLD & SILVER CORP.

INTERIM STATEMENTS OF OPERATIONS AND COMPREHENSIMEDSS

Unaudited — Prepared by Management

Three months ended September 30,

Nine months Sefgémber 30,

Exploration and evaluation (note 6)
Management fees (note 7)
Professional fees

General and administrative

Listing and agent fees
Shareholder reporting

Interest and bank charges

Change in fair value of warrant

liability (note 9)

LOSS BEFORE THE FOLLOWING

ITEMS
OTHER ITEMS

Gain (loss) on foreign exchange

NET LOSS AND COMPREHENSIVE

LOSS

BASIC LOSS AND DILUTED LOSS

PER SHARE

WEIGHTED AVERAGE NUMBER OF
SHARES OUTSTANDING

2011 2010 2011 2010
$ 21,097 $ -$ 293,113  $ -
27,863 6,000 104,363 06,00
4,489 - 60,422 14,113
6,673 1,170 43,755 a%5,7
13,075 1,034 40,552 7,487
143 144 15,384 1,742
308 14 705 71
(19,327) - (21,898) -
(54,321) (8,362) (536,396) (45,156)
62 - 1,414 (1,350)
$  (54259) $ (8362) $ (534982 $ (46,506)
$ (0.002) % (0.001) $ 0.027) $ (0.006)
23,352,274 5,873,254 20,158,473 7,530,763

The accompanying notes are an integral part oktfirancial statements



CMX GOLD & SILVER CORP.
INTERIM STATEMENTS OF CHANGES IN EQUITY
Unaudited — Prepared by Management

Issued share capital

# $ Warrants Deficit Total
Balance, January 1,
2010 8,373,254 $ 2171916 $ 97,531 $ (2,375,620) $(106,173)
Cancellation of
shares (2,500,000) (76,235) (48,765) -- (125,000)
Loss for the period -- - - (46,506) (46,506)
Balance, September
30, 2010 5873,2564 $ 2,095681 $ 48,766 $ (2,422,126) $ ,678)
Balance, January 1,
2011 14,523,254 $ 2,661,047 $ 112,250 $ (2,684,445) $ ,8528
Shares for debt 2,091,740 76,643 27,076 - 103,719
Private placements
issued for cash 3,340,000 122,419 42,829 -- 165,248
Payment of Clayton
finder's fee 897,280 45,210 - - 45,210
Issued for Marietta
option 2,500,000 247,000 - - 247,000
Loss for the period -- -- -- (534,982) (534,982)
Balance September
30, 2011 23,352,274 $ 3,152319 $ 182,155 $ (3,219,427) $ 5,047

The accompanying notes are an integral part oktfirancial statements



CMX GOLD & SILVER CORP.
INTERIM STATEMENTS OF CASH FLOWS
Unaudited — Prepared by Management

Three months ended September 30,

Nine months &efgémber 30,

2011 2010 2011 2010
CASH FLOW FROM OPERATING
ACTIVITIES
Net loss $ (54,259) $ (8,362) $ (534,982) $ (46,506)
Items not affecting cash
Shares issued for exploration and evaluation -- -- 247,000 --
Management fees 22,613 - 72,301 --
Change in fair value of warrant liability (19,327) -- (21,898) --
(50,973) (8,362) (237,579) (46,506)
Changes in non-cash working capital items
(note 13) 14,328 9 52,873 34,738
(36,645) (8,353) (184,706) (11,768)
CASH FLOWS FROM FINANCING
ACTIVITIES
Issue of share capital and warrants -- -- 165,248 --
Advances from shareholders, net 10,429 -- 10,429 - -
10,429 -- 175,677 --
CHANGE IN CASH AND CASH
EQUIVALENTS (26,216) (8,353) (9,029) (11,768)
CASH AND CASH EQUIVALENTS, beginning
of period 30,964 32,703 13,777 36,118
CASH AND CASH EQUIVALENTS, end of
period $ 4,748 $ 24,350 4748 % 24,350

The accompanying notes are an integral part oktlirancial statements



CMX GOLD & SILVER CORP.
Unaudited — Prepared by Management
Notes to the Interim Financial Statements

September 30, 2011 and 2010

CMX Gold & Silver Corp. (the "Company" or “CMX") waincorporated on July 30, 1986 and changed its
name from Encee Group Ltd. to Liard Resources atdAugust 6, 1996. The Company changed its name to
CMX Gold & Silver Corp. on February 11, 2011. T8@empany is designated as a “reporting issuer”
pursuant to the Alberta Securities Act and Regaoitetibut is not listed on a public stock exchangée
Company is an exploration stage company engag#teiacquisition, exploration and development ofesil
and copper properties in the United States. Tyistered office of the Company is as follows:

CMX Gold & Silver Corp.
c/o Macleod Dixon LLP
3700, 400 Third Avenue SW
Calgary, Alberta

Canada T2P 4H2

The interim financial statements were authorizedhgyBoard of Directors on November 29, 2011.

1. GOING CONCERN

The business of exploring resource properties iremla high degree of risk and, therefore, thermois
assurance that current exploration programs walltein profitable operations. The Company has not
determined whether its properties contain econdigicacoverable reserves of ore and currently haets n
earned any revenue from its mineral properties dhetefore, does not generate cash flow from its
operations. Future operations are dependent upmuliscovery of economically recoverable ore resgrv
securing and maintaining title and beneficial iagrin the properties, the ability of the Compamybtain

the necessary financing to complete exploration sugsequent development of its properties, and upon
future profitable production or proceeds from disfion of its properties.

The financial statements of the Company have beepaped in accordance with International Financial
Reporting Standards applicable to a going concdriciwassumes that the Company will realize theyoagr
value of its assets and discharge its obligatianhay become due in the normal course of opematidior
the nine month period ended September 30, 2011Ctmpany incurred a net loss of $534,982 (2010 -
$46,506). As a result of the recurring losses dher Company’s history, the Company has a defitit o
$3,219,427 as at September 30, 2011 (December BN 2 $2,684,445). At September 30, 2011, the
Company had a working capital deficiency of $335,JDecember 31, 2010 - $427,663). The Company
currently does not have the necessary financingléwe to support continuing losses. Historicallye t
Company has financed its operations and propenyisitions through the use of funds obtained frévare
issuances. These matters raise significant ddacattahe appropriateness of the use of accountingiples
applicable to a going concern.

The Company’s continuation as a going concern {seddent upon its ability to secure new financing
arrangements and new equity issuances. Thereasswrance that new capital will be available dritdi$

not, the Company may be forced to substantiallyaduor cease operations. Although the use ofgihieg
concern assumption is appropriate, there can bassarance that any steps the Company takes will be
successful. To mitigate the working capital deficig the Company plans to raise capital throughtgqui
issuance (see note 17).

These financial statements do not reflect adjustsnénthe carrying values of the assets and liddslj
expenses and the Statement of Financial Positiassifications that might be necessary if the Compan
were unable to continue as a going concern. Sdicistanents could be material.



CMX GOLD & SILVER CORP.
Unaudited — Prepared by Management
Notes to the Interim Financial Statements

September 30, 2011 and 2010

2.

BASIS OF PRESENTATION
Statement of compliance

The Canadian Institute of Chartered Accountants ddaok was revised in 2010 to incorporate the
International Financial Reporting Standards (“IFR&1id required publicly accountable enterprisespply
such standards effective for the years beginningroafter January 1, 2011. The Company has coedinu
reporting on this basis in these interim finanstatements.

These are the Company'’s first IFRS interim finahstatements for the third quarter of the periogered

by IFRS and have been prepared in accordance BRI lapplicable to the preparation of interim finahc
statements, including International Accounting 8tad (“IAS”) 34, Interim Financial Reporting andRB

1, First-Time Adoption of International Financiagporting Standard. These interim financial statesdo

not include all of the necessary annual disclosuresccordance with IFRS. The Company has eleited
exceed the minimum requirements in order to presenCompany’s accounting policies in accordandh wi
IFRS and the additional disclosures required urB&S 1, which also highlights the changes from the
Company’s 2010 annual financial statements prepareaccordance with Canadian Generally Accepted
Accounting Principles (“Canadian GAAP”). In 2018dabeyond, the Company may not provide the same
amount of disclosure in the Company’s interim ficiahstatements under IFRS, as the reader willbbe ta
rely on the annual financial statements, which Wé#l prepared in accordance with IFRS. Due to #iy/ e
stage nature of the Company no transition electicgr® taken (see note 19).

The Company has consistently applied the same atiogupolicies in our opening IFRS statement of
financial position as at January 1, 2010 and thinoug all periods presented, as if the policies alachys
been in effect. The impact due to the transitimmf Canadian GAAP to IFRS on our reported financial
position, operating loss and comprehensive lossh fiaws and change in equity including the natame
effect of significant changes in accounting pokcfeom those used in our financial statementsHerytear
ended December 31, 2010 was limited to changeseseptation format. The application of IFRS 1, whic
governs the first-time adoption of IFRS, did noteef our financial statements as of the transitiate of
January 1, 2010.

The policies applied in these interim financialtstaents are presented herein in Note 4 and arel lzase
IFRS issued and effective as of 2011. Any subsggcleanges to IFRS that are required to be adadpted
our annual financial statements for the year eridedember 31, 2011 could result in restatementbede
interim financial statements.

Basis of measurement

These interim financial statements have been peelpan a historical cost basis, except for derieativ
instruments which are measured at fair value.

Functional and presentation currency

The functional currency of the Company is Canadlahars, and all amounts are presented in Canadian
dollars unless otherwise stated.

SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND AS SUMPTIONS

The preparation of financial statements in confoymiith IFRS requires management to make judgments,
estimates and assumptions that affect the repatedunts of assets and liabilities and disclosure of
contingent liabilities as at the date of the finahstatements and the reported amounts of reveands
expenses during the reporting period. Actual testduld differ from and affect the results repdiite these
financial statements as future confirming eventsioc

Amounts recorded for warrant valuations are basethanagement’s estimates of share price volatlity
the expected life of the warrants. Allowancesdoubtful accounts are based on management’'s esmat
and the estimated recoverability of accounts rexsesin the future.

By their nature, these estimates are subject tosamement uncertainty and the impact on the findncia
statements of future periods could be material.



CMX GOLD & SILVER CORP.
Unaudited — Prepared by Management
Notes to the Interim Financial Statements

September 30, 2011 and 2010

3.  SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND AS SUMPTIONS, continued

Tax interpretations, regulations and legislationminich the Company operates are subject to charge.
such, income taxes are subject to measurementtaimtgr

Management’'s judgment is that until a property hescthe development stage, costs related to the
exploration and evaluation of a property are bestrmted to be non-recoverable and are therefqrersed
in the period in which they occur. Only real prapés capitalized to the statement of financiasition.

4. SIGNIFICANT ACCOUNTING POLICIES

These financial statements have, in manage¢siepinion, been properly prepared within thenesvork o
the accounting policies summarized as follows:

Foreign currency translation

Foreign currency transactions are translated usiag@xchange rates prevailing at the date of #resactior
Fordgn exchange gains and losses resulting from ttileseent of such transactions and from the traiusi
at periodend exchange rates of monetary assets and liabildienominated in foreign currencies
recognized in the statement of operations.

Cash and cash equivalents

The Company’s cash and cash equivalents considtalafices with financial institutions with maturtiet
three months or less at the date of purchase.

Exploration and evaluation of properties
Prospecting costs incurred prior to obtaining ights to explore lands are expensed as incurred.
Costs of acquisition and exploration of mineralgadies are expensed in the year in which theyroccu

Land purchases and development costs will be degitbon a property specific cagenerating unit (“cgu
basis. Upon development of a cgu, the relatecscgbject to an impairment test, will be transffrem
exploration and evaluation to development and pmiodu Costs capitalized together with the cost
production equipmerwill be depleted on a unit of production basiaséd on estimated proved reserve
minerals upon the commencement of production fohegu, should such reserves be found.

Each reporting period, the Company assesses whétreris an indication than asset may be impaired
any indication exists, the Company estimates thescgcoverable amount. A cgu'scoverable amount
the greater of fair value less costs to seldl its value in use. Fair value is determinededhe amount fi
which the asset could be sold in an arm’s lengthgaction.

Fair value less costs to sell is determined usiisgodinted future net cash flows of proved and potd
reserves using forecast prices and costs. Valusénis determined by estimating the prasvalue of th
future net cash flows expected to be derived frbendontinued use of the asset or.cqMhen the carryir
amount of an asset exceeds its recoverable anmtbengsset will be considered impaired and writtewn
to its recoverable amount.

Reversals of impairments are recognized when thasebeen a subsequent increase in the recov
amount. In this event, the carrying amount ofdkset or cgu is increased to its revised recoveainlour
with an impairment reversal recognized in operaioihe recoverable amount is limited to the ori{
carrying amount less depreciation, depletion andrémation as if no impairment had been recognifoe
the asset or cgu for prior periods.

Properties are abandoned either when the leaseesqri when management determines that no furthet
will be performed on the propertyn addition, if there has been a delay in developnaetivity for sever:
successive years, a write down of those projecitaleg@d costs will be charged to operationS.he
Company derecognizes assets at the earlier ofshspar when no future economic bené&fiexpected. Ar
gain or loss on derecognition is recognized in apens when incurred.



CMX GOLD & SILVER CORP.
Unaudited — Prepared by Management
Notes to the Interim Financial Statements

September 30, 2011 and 2010

4.

SIGNIFICANT ACCOUNTING POLICIES, continued

Share based payments

The Company has a stock based compensation plavarda of options under the plan will be expel
based on the fair value of the options at the gdaté. Fair values will be determined using theck!
Scholes option pricing model. Any conaidtion paid by employees on the exercise of stptions will be
credited to share capital plus the amounts orilyim@corded within other reservesAs at year end, tl
Company had not issued any options under the plan.

Income taxes

Income tax is recognized in operatiogscept to the extent that it relates to items gaed directly i
shareholders’ equity, in which cagbe income tax is recognized directly in sharebdequity. Currel
income taxes for the current and prior periodsnaeasired at the amount expected to be recoverable dr
payable to the taxation authorities based on thenre tax rates enacted or substantively enacttte an
of the reporting period.

The Company follows the liability method of accaogt for income axes. Under this method defer
income taxes are recorded for the effect of anyptary difference between the accounting and inctax
basis of an asset or liability.

Deferred income tax is calculated using the enaotesubstantively enacted incortex rates expected
apply when the assets are realized or liabilitiess settled. The effect of a change in the enact
substantively enacted tax rates is recognized énofterationsor in shareholders’ equity depending on
item to which the adjustment relates.

Deferred tax assets are recognized to the extauntefuecovery is probable. Deferred tax assetsemhaece
to the extent that it is no longer probable thdficent taxable earnings will be available to a@ll or par
of the asset to be recovered.

Revenue recognition

Interest income is recognized on a pro rata bagis the term of the investment and when payme
reasonably assured.

Provisions

The Company will recognize the present value ofreted decommissioning lidities when a reasonal
estimate can be made. Asset retirement obligatiarigde those legal obligations where the Compaitly
be required to retire tangible long-lived assetshsas drilling sites, mine sites and facilitiesheTiabilities
equalto the initial estimated present value of the dewdssioning liabilities, are capitalized as parttiod
cost of the related long-lived asset. Changeshm @stimated obligatiomesulting from revisions
assumptions, estimated timing or amount of discedirdash flows are recognized aslaange in th
decommissioning liabilities and the related costs.

Decommissioning costs will be amortized using thait-af-production method. Increases in tt
decommissioning liabilities resulting from the pa&gs oftime are recorded as accretion of decommissit
liabilities and are charged to operations.

Actual expenditures incurred will be charged aga@nsumulated obligations.



CMX GOLD & SILVER CORP.
Unaudited — Prepared by Management
Notes to the Interim Financial Statements

September 30, 2011 and 2010

4,

SIGNIFICANT ACCOUNTING POLICIES, continued
Financial instruments and derivatives

Financial instruments are any contract that giv@sto a financial asset of one party and a firerizibility
or equity instrument of another party. Financmtiuments are identified by the Company througéview
of typical financial transactions and risk managetretivities. The Company also reviews rforancia
contracts for potential embedded derivatives. Qdeatified, the financial instruments are claggfian
measured as disclosed below.

Financial instruments are measuredait falue on initial recognition of the instrumemtcept in specif
circumstances. Measurement in subsequent periggsnds on whether the financial instrument has
classified as “fair value through profit or loss’gvailable for sale financial asts”, “held to maturi

investments”, “loan and receivables” or “finandiabilities measured at amortized cost” as defibgdhe
accounting standard.

Cash and cash equivalents and trade and othewvabtes are classified as “loans and receivabled tead
and other payables, due to shareholders and didédeayable are classified as “financial liabilitteeasure
at amortized cost”. Transaction costs are nettginat the instruments and amortized to operatisiisy
the effective interest method.

The Company has derivative financial instrumentshim form of warrants issued in US dollars whick
classified as “fair value through profit or loss3uch derivative financial instruments are initiakcognize
at fair value at the date at which the derivatiaes issued and are subsequentlyneasured at fair valt
These derivatives do not qualify for hedge accagnéind changes in fair value are recognized inatjoer:
in the period incurred.

Warrants

The Company has adopted the pata basis method for the measurement of sharesvamdnts issued i
private placement units. The prata basis method requires that gross proceedsetetéd share issuan
costs be allocated to the common shares and thantaibased on the relative fair value of the camept

The fair value of the common share is based orclibsing price on the closing date of the transactad
the fair value of the warrant is determined usimg Black—Scholes Option Pricing Model.

The fair value attributedbtthe warrant is recorded as warrant equity. Ifwiaerant is exercised, the val
attributed to the warrant is transferred to shapital. If the warrant expires unexercised, theugais
reclassified to other reserves within equity. Veats that has their term of expiries extended are
subsequently revalued.

Loss per share

Basic net loss per share is computed by dividirgriét loss by the weighted average number of con
shares outstanding during the period. Diluted glgare amounts areomputed by giving effect to tf
potential dilution that would occur if stock opt®rand share purchase warrants were exercised.
Companyuses the treasury stock method to determine théwai effect of stock options and share purct
warrants. This method assumes that proceeds escéiom the exercise of in-threeney instruments a
used to repurchase shawsthe average market price for the period. Inloss per share situations,
dilutive per share amount is the same as thatdeichas all are anti-dilutive.

Future accounting pronouncements

IFRS 7, Financial Instruments: Disclosures (effectie on or after July 1, 2011)

The amendments will allow users of financial statata to improve their understanding of tran
transactions of fiancial assets (for example, securitizations) uidicdlg understanding the possible effect
any risks that may remain with the entity that $famred the assetsThe amendments also require additic
disclosures if a disproportionate amount of transfansactions are undertaken around the endegating
period. This amendment is not expected to sicanifily impact the Company. Disclosures are notired
for comparative periods before the date of inijaplication of the amendments.



CMX GOLD & SILVER CORP.
Unaudited — Prepared by Management
Notes to the Interim Financial Statements

September 30, 2011 and 2010

4. SIGNIFICANT ACCOUNTING POLICIES, continued

IFRS 9 Financial Instruments (effective January 12013)

The standard is the first step in the ggss to replace IAS 39, “Financial Instruments: dg@dion anc
Measurement”. IFRS 9 introduces new requiremeaitsclassifying and measuring financial assets
liabilities and carries over from the requiremenit$AS 39 regarding the recognition oh&ncial assets ar
financial liabilities.

IFRS 10 Consolidated Financial Statements (effectevJanuary 1, 2013)

This standard is issued to supersede IAS 27, “dofsded and Separate Financial Statements” andl3|
“Consolidation — Special Purpose Eigs. This standard builds on existing principbgsidentifying the
concept of control as the determining factor in thbe an entity should be included within the coitsikbd
financial statements of the parent company. Thedsrd provides additionguidance to assist in tl
determination of control where this is difficult &8sess.

IFRS 11, Joint Arrangements (effective January 1, @13)

This standard is issued to supersede IAS 31, ‘#stein Joint Venture” and SIC 13, “Consolidation of
Jointly Controlled Entities — Non Monetary Contrilmins by Ventures”. This standard is intended to
provide a more realistic reflection of joint arramgents by focusing on the rights and obligationshef
arrangement rather than its legal form.

IFRS 12, Disclosure of Interest in Other Entities ¢ffective January 1, 2013)
This standard specifies disclosure requirementsafioforms of interest in other entities, includijmjnt
arrangements, associates, special purpose vehiutkegther off-balance sheet vehicles.

IFRS 13, Fair Value Measurement (effective January, 2013)

The main provisions for this standard include definfair value, setting out in a single standa
framework for measuring fair value and specifyingrtain disclosure requirements about fa@lue
measurements.

IAS 12, Income Taxes (effective January 1, 2012)

This standard has been amended on December 20,t80EMove subjectivity in determining on wh
basis an entity measures the deferred tax rel&birzg asset. The amendment intraehia presumption tt
an entity will assess whether the carrying valuaroasset will be recovered through the sale ohfiset.

IAS 27, Separate Financial Statements (effective daary 1, 2012)

This has the objective of setting standards togdied in accounting for investments in subsidiaries, t
ventures and associates when an entity elects, mguired by local regulations, to present sepafabr
consolidated) financial statements.

IAS 28, Investments in Associates and Joint Ventuse(effective January 1, 2012)

This standard prescribes the accounting for investmin associates and sets out the requiremer
application of the equity method when accountingifivestments in associates and joint venturesS 24
applies to all entitie that are investors with joint control of, or sfgrant influence over, an inves
(associate or joint venture).

IFRIC Interpretation 20, Stripping Costs in the Production Phase of a Surface Mindeffective January
1, 2013)

This summarizes the method accounting for waste removal costs incurred assalt of surface minir
activity during the production phase of a mine.

The Company is currently assessing the impact thatabove adoptionsnay have on its financ
statements.



CMX GOLD & SILVER CORP.
Unaudited — Prepared by Management
Notes to the Interim Financial Statements

September 30, 2011 and 2010

5.

DEPOSIT

The Company announced on December 5, 2008, thattéred into an arm’s-length letter of intent with
Silver Royal Apex, Inc. (“Silver Royal”) to acquilies 50% interest in the Silver Valley Two Mile dbi
Venture, located in Shoshone County, Idaho. As @iathe agreement, the Company issued 2,500,028 un
valued at $125,000, to be held as a refundablesitefie letter of intent was terminated effectivme 30,
2010 by mutual agreement of the parties. The pusWoissued 2,500,000 units were returned to the
Company on termination of the agreement (referotes110 and 12).

EXPLORATION AND EVALUATION
Clayton property

In 2010, the Company purchased the Clayton Minpraperty for a total consideration of $516,515 28
patented mineral claims d@r2 patented mill sites located in the State ohtddJSA. Pursuant to the purch
agreement, the Company issued 2,500,000 sharegriezeaof US$0.10 per share and made a cash payof
US$250,000.

As part of the transaction, the Company agreedajogfinder’'s fee of $30,000 to be settled by cast
$45,210to be settled by the issuance of 897,280 commanmeshaccompanied with a two year warral
purchase 3,000,000 common shares at US$0.10 pee. sHee fair value of the warrants was calculaatd
$88,351 (see note 9).

The valuation method used to calculate the fainealf the warrants was the BlaSkholes model with ti
following assumptions; a term of two years, a riigde borrowing rate (per Bank of Canada) of 1.67%
volatility of 146%. As at December 31, 201Qptal finder's fee of $163,215 was accrued in aots payabl
and accrued liabilities and expensed to minerghg@ry expenditures.

Marietta property

Effective March 17, 2011, the Company entered antmption agreement with Azteca Gold Corp. by isgui
2,500,000 common shares for the right to earn up ®0% interest in the Marietta Property located in
Nevada, USA. The agreement also requires the Coynjeaincur US$2,000,000 of expenditures over a two
year period from the date the Company commencdmgan the TSX Venture Exchange. An amendment to
the option agreement stipulates that if the listitoges not occur by March 17, 2012, after such dateer
party has the right to terminate the option agre#me which event the 2,500,000 common sharesef t
Company issued to Azteca Gold Corp. will be retdrfer cancellation.

The Company also incurred costs associated wigetheoperties. These costs have been expensed doei
year.

Total expenditures on properties held:

Acquisition cost — Clayton — Patented Claims $ 516,515
Exploration expenditures in 2010 — Clayton — firsdéees 163,215
Exploration expenditures in 2011 — Marietta acduisicosts, claim payments 268,062
— report writing, site visits 25,051
Total expenditures to date $ 456,328

All exploration expenditures have been expensehérnyears in which they occurred.
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September 30, 2011 and 2010

7.

10.

DUE TO SHAREHOLDERS

During the nine month period ended September 801 2the Company paid management fees of $104,363
(2010 - $6,000) to a corporation controlled indileby a director of the Company.

The Company settled $40,000 of debt due to a catjpor controlled indirectly by a director of the i@pany
with the issuance of 800,000 units, each unit timg of one common share and one common share
purchase warrant exercisable at $0.15 per shapé&jrexJanuary 13, 2013.

The Company completed a $15,000 private placeméhtavdirector of the Company with the issuance of
300,000 units, each unit consisting of one comni@mesand one common share purchase warrant exsecisa
at $0.15 per share, expiring on May 6, 2013.

These transactions were measured at the amouinsideration established and agreed upon by thgecel
parties.

At September 30, 2011, the Company owed $86,603h&meholders (December 31, 2010 - $53,064) for
management fees, which are non-interest bearingpagdble within the next 12-month period. Durihg t
period, a director of the Company loaned USD$10f00ie Company. This loan is payable on demaild an
bears an interest rate of 6% per annum.

DIVIDENDS PAYABLE

In 2006, the Company sold certain investmentsdaalared a cash dividend payable to shareholdeexofd

on September 30, 2006. Some shareholders faildedp their addresses up to date on the shareholders
record and consequently, the Company was unaldetermine the whereabouts of these shareholdees. Th
aggregate amount of dividends payable to thesekblgters is $143,560. The last time missing shadeh®
were located by the Company was in 2007. It isagament’s intention to pay the missing shareholdéis
come forward and establish their share ownershipder theUnclaimed Personal Property Act and Vested
Property Act(Alberta) any unclaimed funds held by the Companhgeptember 1, 2013 must be paid to the
Government of Alberta to be held for the benefitref shareholders.

WARRANT LIABILITY

Warrants that have their exercise price denomihatecurrencies other than the Company’s functional
currency of Canadian dollars are accounted foreaivative financial liabilities and are recordedtla¢ fair
value at each reporting date with the change in ¥aiue for the period recorded in the statement of
operations.

Balance at issue date of March 25, 2011 $ 88,351
Change in fair value (21,898)
Balance at September 30, 2011 $ 66,453

Warrants to purchase 3,000,000 common shares R$QIS0 per share, having an expiration date ofésye
from the day the Company is listed for trading o€anadian stock exchange, were issued as parteof th
finder’'s fee accrued with respect to the Claytooperty purchase. These warrants were initiallyedl at
$88,351 (note 6). The valuation method used waBthaek-Scholes option pricing model with the follioay
assumptions: a term of two years, a risk free lvamg rate (per Bank of Canada) of 1.67% and vadtgtdf
115%.

SHARE CAPITAL

Authorized

Common shares:

The common voting shares are entitled to dividéndsich amounts as the Directors may from timente t
declare and, in the event of liquidation, dissantor winding-up of the Company, are entitled tarshpro
rata in the assets of the Company.

Class A voting preferred shares:
Non-cumulative annual dividend at 8% of the isspede
Convertible into two Common voting shares
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10. SHARE CAPITAL, continued

Class A voting preferred shares:

Non-cumulative annual dividend at 8% of the isspede

Convertible into two Common voting shares

Redeemable at the issue price

Class B voting preferred shares:

Non-cumulative annual dividend at 8% of the isspede

Convertible into two Common voting shares

Redeemable at a price of $10 per share

The preferred shares rank in priority to the commsbares as to the payment of dividends and aseto th
distribution of assets in the event of liquidatidissolution or winding-up of the Company. Prefershares
may also be given such other preference over timemmmn shares as may be determined for any series
authorized to be issued.

There were no Class A or Class B shares issuedSeptember 30, 2011 or December 31, 2010.

On June 30, 2010, 2,500,000 previously issued woitsisting of 2,500,000 common shares and 2,500,00
share purchase warrants were returned to treasury.

On December 16, 2010, the Company issued 2,50@0@Mnon shares at US$0.10 per share as part of the
consideration related to the purchase of the Clagtoperty for a total value of US$250,000.

On December 16, 2010, the Company issued 4,80Q0@9 at USD$0.05 per unit for gross proceeds of
$241,925. Each unit consisted of one common séadleone common share purchase warrant entitling the
holder to purchase one common share at a pric8.@b%er share expiring on December 16, 2012.

On December 29, 2010, the Company issued 1,35&000non shares at $0.10 per share in settlement of
debt in the amount of $135,000.

On January 13, 2011, the Company issued 1,100,8@9at $0.05 per unit for settlement of $55,000 éit.
Each unit consisted of one common share and onenoonshare purchase warrant entitling the holder to
purchase one common share at a price of $0.15pee &xpiring on January 13, 2013.

On March 8, 2011, the Company issued 540,000 ahi$®.05 per unit for gross proceeds of $27,008chE
unit consisted of one common share and one comimne purchase warrant entitling the holder to paseh
one common share at a price of $0.15 per shareiegmn March 8, 2013.

On March 8, 2011, the Company issued 470,000 @i0.05 per unit for settlement of $22,816 in debt
Each unit consisted of one common share and onenoonshare purchase warrant entitling the holder to
purchase one common share at a price of $0.15pee &xpiring on March 8, 2013.

On March 25, 2011, the Company issued 451,740 ani$.05 per unit for settlement of $22,403 intdeb
Each unit consisted of one common share and onenoonshare purchase warrant entitling the holder to
purchase one common share at a price of $0.15hpee &xpiring on March 25, 2013.

On March 25, 2011, the Company issued 897,280 canshares at US$0.05 per share as settlement of the
accrued finder’s fee of $45,210 with respect toGheyton property purchase.

On May 5, 2011, the Company issued 2,500,000 comshames at $0.10 per share as payment for the
Marietta Property joint venture option.

On May 6, 2011, the Company issued 2,800,000 wit80.05 per unit for gross proceeds of $138,248.
Each unit consisted of one common share and onenoonshare purchase warrant entitling the holder to
purchase one common share at a price of $0.15pee xpiring on May 6, 2013.

On May 6, 2011, the Company issued 70,000 uni®d&5 per unit for settlement of $3,500 in debaclt
unit consisted of one common share and one comimne purchase warrant entitling the holder to paseh
one common share at a price of $0.15 per shareiegmn May 6, 2013.
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11.

12.

STOCK OPTIONS

The total number of stock options granted accortiindpe employee stock option plan may not exce¥®d 1
of the issued and outstanding shares of the Comaiathe time of granting. The option price perrstend
vesting periods shall be determined by the Boar®ioéctors at the time that the option is grantékthe
exercise prices are determined by the estimatellengrice on the date of the grant.

As at September 30, 2011 and December 31, 201@dhgany had not granted any stock options under th
plan.

WARRANTS

The Company estimates the fair value of warranisguthe Black-Scholes option pricing model with the
following assumptions: a term of two years, a fige borrowing rate (per Bank of Canada) of 1.4%c¢pt
for the warrants expiring May 6, 2013 where a figle rate of 1.3% was used) and volatility of 115%.

On June 30, 2010, 2,500,000 previously issued wtsrravere cancelled and returned to treasury. The
associated fair value of $48,765 was deducted sgaiarrants and reallocated to share capital.

Warrants to purchase 4,800,000 common shares B $@r share, having an expiration date of December
16, 2012 were issued as part of a private placecmmpleted on December 16, 2010. These warrants ha
been valued at $63,484.

Warrants to purchase 1,100,000 common shares B $@r share, having an expiration date of Janlidyy
2013 were issued as part of a shares for debeswitit completed on January 13, 2011. These warrant
have been valued at $14,410.

Warrants to purchase 540,000 common shares at @rlshare, having an expiration date of Marchog 32
were issued as part of a private placement conplateMarch 8, 2011. These warrants have been date
$6,853.

Warrants to purchase 470,000 common shares at @rlshare, having an expiration date of Marchog8 32
were issued as part of a shares for debt settlecmanpleted on March 8, 2011. These warrants haea b
valued at $5,965.

Warrants to purchase 451,740 common shares at $@rlShare, having an expiration date of March 25,
2013 were issued as part of a shares for debesettit completed on March 25, 2011. These warteus
been valued at $5,803.

Warrants to purchase 2,800,000 common shares s $@r share, having an expiration date of May0d,32
were issued as part of a private placement conmpleteMay 6, 2011. These warrants have been vatied
$35,976.

Warrants to purchase 70,000 common shares at $@riShare, having an expiration date of May 6, 2013
were issued as part of a shares for debt settlenmnpleted on May 6, 2011. These warrants hava bee
valued at $899.

Warrants to purchase 2,500,000 shares at $0.25haee, having an expiration date of May 28, 201tewe
issued as part of the private placements complet@®09. During the period, the Company extendhed t
expiration date of the warrants by two years.
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12. WARRANTS, continued

Warrants Outstanding Weighted Average
Exercise Price - CAD

Balance, January 1, 2010 5,000,000 $0.25
Cancelled on refund of deposit (2,500,000) $0.25
Issued with private placements 4,800,000 $0.15
Balance, December 31, 2010 7,300,000 $0.18
Issued with shares for debt 1,551,740 $0.15
Issued with private placements 1,010,000 $0.15
Issued for finder’s fee (note 9) 3,000,000 usngo.
Issued with private placements 2,870,000 $0.15
Balance, September 30, 2011 15,731,740 $ 0.16
Warrants Outstanding and
Exercisable
Exercise Price CAD Expiry Date
2,500,000 $0.25 May 28, 2013
4,800,000 $0.15 December 16, 2012
1,100,000 $0.15 January 13, 2013
1,010,000 $0.15 March 8, 2013
451,740 $0.15 March 25, 2013
2,870,000 $0.15 May 6, 2013
3,000,000 USD$0.10 2 years from
commencement of trading
15,731,740 $0.16

13. NON-CASH INVESTING AND FINANCING TRANSACTIONS

Three months ended September 30,  Nine months Sefeémber 30,

2011 2010 2011 2010
Changes in non-cash operating working
capital items
Trade and other receivables $ 7,022 % 117) $ 5,67 52,434
Prepaid expenses (22,700) -- (33,033) --
Trade and other payables 30,006 126 80,229 (1y,696
$ 14,328 $ 9 3% 52,873 $ 34,738

During the nine month period ended September 301 2the Company issued 897,280 shares and 3,000,000
warrants to purchase common shares as paymenhdoadcrued finder's fee payable of $133,215 with
respect to the purchase of the Clayton Propertyta@ompany issued 2,500,000 shares at a deerhexl va
of $247,000 for the purchase of the Marietta Jgietiture Option (notes 6 and 10).

During the nine month period ended September 301 2he Company settled $55,000 in shareholdersloan
with the issuance of 1,100,000 units, each unitsigtimg of one common share and one common share
purchase warrant entitling the holder to purchase @ammon share at $0.15 per share, having anatixpir
date of January 13, 2013.

During the nine month period ended September 301 2he Company settled $48,719 in accounts payable
with the issuance of 991,740 units, each unit ctimgj of one common share and one common share
purchase warrant entitling the holder to purchase common share at $0.15 per share, having expirati
dates of March 8, March 25 and May 6, 2013.

During the nine month period ended September 300 2the Company cancelled 2,500,000 shares and
warrants with a deemed value of $125,000 (note 5).
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14. SEGMENTED INFORMATION
The Company has the following geographical segments

Canada United States
September 30, 2011
Identifiable assets $ 52,275 $ 516,515
Exploration expenditures -- 293,113
December 31, 2010
Identifiable assets $ 30,071 $ 516,515
Exploration expenditures - 163,215
January 1, 2010

Identifiable assets $ 219,442 $ -
Exploration expenditures -

15. FINANCIAL INSTRUMENTS
The Company is exposed to a variety of financiglgiincluding credit risk, liquidity risk, and matkrisk.

Risk management is carried out by the Conmyfsamanagement team with guidance from the Boa
Directors. The Board of Directors also providegutar guidance for overall risk management.

Fair value of financial September 30, December 31,
instruments 2011 2010
Carrying value Fair value Carrying value Fair Value

Financial assets

Loans and receivables

Cash and cash equivalents $ 4,748 $ 4,748 $ 13,777$ 13,777
Trade and other

receivables 9,827 9,827 11,627 11,627

$ 14,575 $ 14,5575 $ 25,404 $ 25,404

Financial liabilities

Financial liabilities
measured at amortized

cost

Trade and other payables $ 157,123 $ 157,123 4,126 $ 261,110
Dividends payable 143,560 143,560 143,560 5618,
Shareholder loans 86,607 86,607 53,064 53,064
Fair value through profit

or loss

Warrant liability 66,453 66,453 - -

$ 453,743 $ 453,743 $ 457,734 $ 457,734

The carrying amount of cash and cash equivalemidetand other receivables, trade and other payalple
shareholder loans approximate fair value due teshuet term nature of these instruments. The Caryipa
warrant liability classified as fair value througtofit or loss is included in Level 3 of the hierhy for fair

value instruments.

Financial risk
a) Creditrisk

Credit risk is the risk of loss associated with tt@munterparty’s inability to fulfill its payment
obligations. The Company’s credit risk is primardttributable to cash and cash equivalents, and
trade and other receivable. Cash is held with edpatchartered banks from which management
believes the risk of loss is minimal.
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15. FINANCIAL INSTRUMENTS, continued

b)

c)

Included in trade and other receivables are taresivable from Canadian government
authorities. Management believes that the crékitaoncentration with respect to financial
instruments is minimal. The maximum credit rislpesure associated with the Company’s
financial assets is the carrying value.

Liquidity risk

Liquidity risk is that the Company will not be alile meet its obligations as they become
The @mpany’'s approach to managing liquidity risk isemsure that it will have sufficie
resources to meet liabilities when due. As at &aper 30 2011, the Company had a
working capital deficiency of $335,015 (December 2010 - $427,663). Managenteof the
Company is continuously monitoring its working dapiposition and will raise funds throt
the equity markets as they are requiredwidver, there is no certainty that the Company lae
able to obtain funding by share issuances in thardu The Company is presently seeking
raise capital via a prospectus equity offering.

The following amounts are the contractual matuwitief financial liabilities and oth
commitments as at September 30, 2011:

Total 2012 Thereafter
Trade and other payables $ 157,123 $ 157,123 $ -
Shareholder loans 86,607 86,607 --
Dividends payable 143,560 143,560 -
$ 387,290 $ 387,290 $ --

Market risk

Market risk is the risk of loss that may arise frohanges in the market factors such as interess$,rat
commodity and equity prices and foreign currendgsa

i. Interest rate risk

The Company has cash balances and its currentypslio invest excess cash in investment-grade
short-term money market accounts. The Companygiegdlly monitors the investments it makes
and is satisfied with the credit worthiness of itgestments. Interest rate risk is minimal as
interest rates are anticipated to remain at hisatlyi low levels with little fluctuation and any
excess cash is invested in money market fundstudtions in interest rates do not materially
affect the Company as it does not have signifigaerest-bearing instruments.

iii. Foreign currency risk

Currency risk is the risk to the Company's earnitiggt arise from fluctuations dbreigr
exchange rates and the degree of volatility ofehrates. The Company is exposed to for
currency exchange risk on cash held in U.S. fundfie Company does not use derive
instruments to reduce its exposure to foreign cuyeisk.

Foreign currency risk could adversely affect thenPany, in particular the Company’s ability to

operate in foreign markets. Foreign currency exgbarates have fluctuated greatly in recent
years. There is no assurance that the current egeheates will mirror rates in the future. The
Company currently has minimal foreign currency rdthough in the future foreign currency risk

may affect the level of operations of the Compaiifis may also affect the Company’s liquidity

and its ability to meet its ongoing obligations.

As the Company currently holds minimal United Staterrency a change in the exchange rate
between the US dollar and the Canadian dollar wawdt have a significant effect on the
Company liquidity or working capital.
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16. CAPITAL MANAGEMENT

17.

18.

19.

The Company’s objectives in managing its capitdil ve:

i. To have sufficient capital to ensure that the Camypean continue to meet its commitments with
respect to its mineral exploration properties amdnieet its day to day operating requirements in
order to continue as a going concern; and

ii. To provide a long-term adequate return to sharehsld
The Company’s capital structure is comprised ofaalders’ equity.

The Company is an exploration stage company whrehlves a high degree of risk. The Company has not
determined whether its proposed properties corgednomically recoverable reserves of ore and ctiyren
will not earn any revenue from its mineral propestiand therefore will not generate cash flow from
operations. The Company’'s primary source of fumils come from the issuance of capital stock. The
Company’s policy is to invest its excess cash ghlyi liquid, fully guaranteed, bank sponsored imstents.

The Board of Directors does not establish quantéateturn on capital criteria for management tather
relies on the expertise of the Company’s manageneestistain future development of the Company. The
Company has no long-term debt and is not subjeekternally imposed capital requirements. Theneeha
been no changes in the Company’s capital managem#rd current year.

SUBSEQUENT EVENTS

On October 19, 2011, the Company filed a preliminprospectus with the Alberta, Ontario, British
Columbia, and Saskatchewan Securities Commissions.

RECLASSIFICATIONS

Certain amounts disclosed for the prior periodsehbeen reclassified to conform with current period
presentation.

TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STA NDARDS

As noted in Note 2, these are the Company’s tiniterim financial statements for the period covdrgdhe
first annual financial statements prepared in ata&oce with IFRS. An explanation of how the trdoait
from previous Canadian GAAP to IFRS has affected@ompany’s financial position and comprehensive
loss is set out in this note.

The accounting policies set out in Note 4 have tagpilied on a consistent basis in preparing thenfiral
statements for the period ended September 30, 28&l¢comparative information for the period ended
September 30, 2010 and in the preparation of thepepative statement of financial position at Decemb
31, 2010 and an opening IFRS statement of finagmaltion at January 1, 2010 (the Company’'s date of
transition).

FIRST TIME ADOPTION OF IFRS (IFRS 1)

The Company has adopted IFRS on January 1, 20hlawitansition date of January 1, 2010. Under IFRS
1, the IFRS standards are applied retrospectivietha transition date with all adjustments to assatd
liabilities as stated under GAAP taken to defigitth IFRS 1 providing for certain optional and mataty
exemptions to this principle.

Reconciliation to Previously Reported Financial Steements

No reconciliations are necessary as there werdajustanents made at transition to IFRS and therewer
mandatory or optional exemptions taken.



