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UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

In accordance with National Instrument 51-102 redelby the Canadian Securities Administrators, the
Company discloses that its auditors have not restkethe unaudited condensed consolidated financial
statements for the period ended November 30, 2011.



VICTORY RESOURCES CORPORATION

CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANGIL POSITION
(Unaudited)

(Expressed in Canadian Dollars)

November 30, February 28, March 1,
2011 2011 2010
(Note 17) (Note 17)
ASSETS
Current assets
Cash and cash equivalents (Note 4) $ 166,717 $  ,0495 $ 100,310
Receivables (Note 5) 45,132 22,833 15,439
Prepaid expenses (Note 6) 7,539 30,799 13,259
Total current assets 219,388 548,675 129,008
Non-current assets
Equipment (Note 7) 111,354 164,537 10,544
Exploration advances (Note 6) - 413,914 74,515
Exploration and evaluation assets (Note 8) 56d3, 2,339,927 1,140,603
Total non-current assets 5,525,021 2,918,378 1,225,662
Total assets $ 5,744,409 $ 3,467,053 $ 1,354,670
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities
Accounts payable and accrued liabilities (Note 9) $ 294,462 $ 157,413 $ 104,222
Due to related parties (Note 10) 139,100 31,260 92,032
Total liabilities 433,562 188,673 196,254
Shareholders’ equity
Capital stock (Note 11) 17,808,959 15,370,459 12,233,529
Reserves (Note 11) 915,699 606,928 498,338
Share subscriptions received in advance (Note 16) 401,455 - 15,000
Deficit (13,815,26% (12,699,00y (11,588,451
Total shareholders’ equity 5,310,847 3,278,380 1,158,416
Total liabilities and shareholders’ equity $ 5,744,409 $ 3,467,053 $ 1,354,670
Nature, continuance of operations and going concergNote 1)
Commitments (Note 15)
Segmented information(Note 12)
Subsequent even{Note 16)
Reconciliation of Canadian GAAP to IFRS(Note 17)
Approved and authorized by the Board on
“Wally Boguski” Director “Paul Lee” Director
Wally Boguski Paul Lee

The accompanying notes are an integral part oktheadensed consolidated interim financial statésnen



VICTORY RESOURCES CORPORATION

CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPRHENSIVE LOSS

(Unaudited)
(Expressed in Canadian Dollars)

Three Months Three Months  Nine Months  Nine Months
Ended Ended Ended Ended
November 30, November 30, November 30, November 30,
2011 2010 2011 2010
(Note 17) (Note 17)
EXPENSES
Amortization $ 7,203 $ 13,307 $ 28,925 $ 22,947
Professional fees 104,710 66,232 270,634 6381,
Management and directors fees (Note 10) 21,000 1,000 63,000 62,500
Office and administration (3,138) 51,676 38,799 165,373
Stock-based compensation (Note 11) - 13,829 393,905 128,066
Transfer agent and filing fees 1,822 4,745 4,57 35,042
Travel 28,822 22,736 56,838 88,011
Wages and salaries (Note 10) 73,115 72,881 2P55, 108,341
Investor relations - 15,886 - 32,387
Property investigation 6,820 - 6,820 -
Loss before other items (240,353 (282,292 (1,210,700 (864,353
OTHER ITEMS
Interest income 22 382 60 382
Loss on foreign exchange (4,546) (1,312) (5,619) (1,870)
Miscellaneous revenue - 7,500 - 7,500
Gain on sale of equipment - 3,548 - 3,548
(4,529 10,118 (5,559 9,560
Comprehensive loss for the period $ (244878) % (272,174) $ (1,116,259) $  (854,793)
Basic and diluted loss per common share $ (0.00) $ (0.01) $ (0.02) $ (0.02)
Weighted average number of common shares
outstanding 53,432,518 40,318,689 51,091,358 36,615,145

The accompanying notes are an integral part oetbeadensed consolidated interim financial statésnen



VICTORY RESOURCES CORPORATION

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH WS
(Unaudited)

(Expressed in Canadian Dollars)

Nine Months Nine Months
Ended Ended
November 30, November 30,
2011 2010
(Note 17)
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the period $ (1,116,259) $ (854,793)
Items not affecting cash:
Amortization 28,925 22,947
Stock-based compensation 393,905 128,066
Gain on sale of equipment - (3,549
(693,429) (707,328)
Non-cash working capital item changes:
Receivables (22,299) (12,296)
Prepaid expenses 23,260 (18,149)
Payables and accrued liabilities 145,089 (17,863
Net cash used in operating activities (547,379 (755,636
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of equipment - (173,235)
Acquisition of exploration and evaluation assets - (127,740)
Exploration advances (4,353) (240,601)
Exploration and evaluation (344,186) (577,113)
Refund of mining exploration tax credits - 11,444
Proceeds from sale of equipment 34,597 -
Net cash used in investing activities (313,942 (1,107,24%
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of shares for cash, net of costs 158,500 2,437,350
Share subscription received in advance 401,455 -
Amounts due to related parties 67,840 (64,064
Net cash provided by financing activities 627,795 2,373,286
Effect of foreign exchange rate on cash balances (94,800 -
Change in cash for the period (328,326) 510,405
Cash, beginning of period 495,043 97,310
Cash, end of period $ 166,717 $ 607,715
Cash and cash equivalent consists of:
Cash on hand $ 163,717 $ 604,715
Term deposits $ 3,000 $ 3,000

Supplemental disclosure with respect to cash flow®ote 14)

The accompanying notes are an integral part oktheadensed consolidated interim financial stat

esnen



VICTORY RESOURCES CORPORATION
CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES! EQUITY

(Unaudited)

(Expressed in Canadian Dollars)

Capital Stock Reserves
Foreign Obligation to
Share-based currency Total issue common Total
Number Amount payment translation Others Reserves shares Deficit equity
Balance as at March 1, 2010 29,998,128 $ 12,233,529 498,338 - 8 - $ 498,338 $ 15,000 $(11,588,451% 1,158,416
Issued for:
Warrants exercise 1,430,757 143,076 - - - - (15,000) - 128,076
Private placement 9,825,000 2,456,250 - - - - - - 2,456,250
Acquisition of mineral
properties 2,000,000 400,000 - - - - - - 400,000
Share issuance costs - (146,975) - - - - - - (146,975)
Stock-based compensation - - 128,066 - - 128,066 - - 128,066
Options expired - - (24,815) - - (24,815) - 24,815 -
Loss for the period - - - - - - - (854,793 (854,793
Balance as at November 30, 2010 43,253,885 $ 15,100,880 601,589 - 8 - $ 601,589 $ - $ (12,418,429)$ 3,269,040
Balance as at March 1, 2011 46,099,685 $ 15,370,459 601,589 (6,116) $ 11,455 $ 606,928 $ - $ (12,699,007)$ 3,278,380
Warrants exercise 1,585,000 158,500 - - - - - - 158,500
Private placement - - - - - - 401,455 - 401,455
Acquisition of mineral
properties 6,000,000 2,280,000 - - - - - - 2,280,000
Stock-based compensation - - 393,905 - - 393,905 - - 393,905
Foreign currency translation
differences - - - (95,356) - (95,356) - - (95,356)
Gain on sale of equipment - - 10,222 10,222 10,222
(Note 7 and 10)
Loss for the period - - - - - - - (1,116,259 (1,116,259
Balance as at November 30, 2011 53,684,685 $ 17,808,959 995,498 (101,472) $ 21,677 $ 915,699 $ 401,455 $ (13,815,266% 5,310,847

The accompanying notes are an integral part obthessolidated financial statements.



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

1. NATURE AND CONTINUANCE OF OPERATIONS, AND GOING CONCERN

Victory Resources Corporation, (“Victory” or “thEompany”) is a publicly traded junior mineral exition
company engaged in the exploration of its Britigluthbia and Sinaloa, Mexico mineral properties. Toenpany
is in the development stage in respect of its empion activities, and has no significant revenudse common
shares of the company trade on the TSX Venture &g (“TSX-V”) under the symbol “VR”.

The Company was incorporated in British ColumbmFebruary 8, 1984. The Company’s head, registaretl
records office address is C206 — 9801 King Georigéway, Surrey, BC, V3T 5H5.

In fiscal 2011 the Company incorporated two whallyned subsidiaries, Victory Resources Corporatio8.A.,
incorporated under the laws of Arizona, U.S.A. imglist 2010 and VicRes Mining Mexico S.A. de C.V,,
incorporated under the laws of Sonora, Mexico imil&010.

These condensed consolidated financial statemeatprapared on a going concern basis which asstiméshe
Company will be able to realize its assets andhdisge its liabilities in the normal course of besis for the
foreseeable future. As at November 30, 2011 the gamy has a deficit of $13,815,266 and has inculwedes
since inception. The Company is in the processxpforing and developing its mineral properties had not yet
determined whether those properties contain orerves that are economically recoverable. The reatlgy of

the amounts shown for mineral properties interestdependent upon the discovery of economicallpverable
reserves, the ability of the Company to obtain esagy financing to fund property commitments anddmplete
the exploration and development of the propertieswpon achieving future profitable production coqeeds from
the disposition thereof.

The Company has financed its operations primahipugh the issuance of common shares, loans ptscaed
advances from related parties. The Company cogsitw seek capital through various means inclutiagssuance
of equity and/or debt. These circumstances legdifsiant doubt as to the ability of the Companyneet its
obligations as they come due, and accordinglyafigropriateness of the use of accounting princippgsicable to
a going concern. While the Company has been suat@ssecuring financing in the past, there isassurance that
it will be able to do so in the future or on terthait are favorable to the Company. Accordingly ¢héisancial
statements do not give effect to adjustments, ¥f, d@nat would be necessary should the Company ladlerto
continue as a going concern. If the going concesumption was not used then the adjustments rebjtgresport
the Company’s assets and liabilities on a liqua@abasis could be material to these financial statgs.

2. BASIS OF PREPARATION AND FIRST TIME ADOPTION OF IFRS

Statement of compliance

These consolidated interim financial statementsluging comparatives, have been prepared in acnoedavith
International Accounting Standards (“IAS”) 34, ‘tntm Financial Reporting” using accounting policemsistent
with International Financial Reporting Standardd~RS”) as issued by the International Accountingnsiards
Board (“IASB”) and Interpretations issued by thdehmational Financial Reporting Interpretations Quittee
(“IFRIC™).



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

2. BASIS OF PREPARATION AND FIRST TIME ADOPTION OF IFRS (cont'd...)
Statement of compliancgcont’d...)

The Company'’s transition date to IFRS is March@12 The rules for first-time adoption of IFRS &t out in
IFRS 1, “First-time adoption of International Firéal Reporting Standards”. In preparing the Conyfmfirst
IFRS financial statements, these transition rubegelbeen applied to the amounts previously repantedcordance
with Canadian generally accepted accounting priesif“GAAP”). Historical results and balances haween
restated under IFRS. These consolidated interimanfiial statements should be read in conjunctioim tie
Company’s 2010 GAAP annual financial statementd, iarconsideration of the disclosure regardingtthesition
from Canadian GAAP to IFRS included in Note 17.rt@ia disclosures that are required to be incluidedannual
financial statements prepared in accordance witSIfare not included in these interim financialestants nor in
the Company’s most current annual GAAP financiatesnents.

Basis of consolidation

The consolidated financial statements have beguaped on a historical cost basis except for ceftaamcial assets
measured at fair value. All dollar amounts presérdre in Canadian dollars unless otherwise specifi

These consolidated financial statements includditfamcial statements of the Company and the estitbntrolled
by the Company. Control exists when the Companyti@apower, directly or indirectly, to govern theancial and
operating policies of an entity so as to obtaindfigs from its activities. The financial statemeafssubsidiaries are
included in the condensed consolidated interimrione statements from the date that control commenmtil the
date that control ceases. All significant intercamptransactions and balances have been eliminated.

The financial statements include the financialestants of Victory Resources Corporation and itslidries listed
in the following table:

Proportion of Ownership

Name of Subsidiary Country of Incorporation Interest Principal Activity
Victory Resources Corporation, Arizona, U.S.A. 100% Mineral exploration
U.S.A.

VicRes Mining Mexico S.A. de  Sonora, Mexico 100% Mineral exploration
C.V.

Functional and presentation currency

These consolidated financial statements are ptedém Canadian dollars, which is the parent comisafunctional
currency. The functional currency for Victory Resms Corporation, U.S.A. is in US dollars and thactional
currency for VicRes Mining Mexico S.A. de C.V. isMexican Pesos.

Use of estimates and judgments
The preparation of the consolidated financial steets in conformity with IFRS requires managementriake

estimates, judgments and assumptions that affecgplication of accounting policies and the reggb@mounts of
assets, liabilities, income and expenses. Actigllte may differ from these estimates.



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

2. BASIS OF PREPARATION AND FIRST TIME ADOPTION OF IFRS (cont'd...)
Use of estimates and judgment&ont'd...)

Estimates and underlying assumptions are reviewedroongoing basis. Revisions to accounting estisate
recognized in the period in which the estimatesavesed and in any future periods affected.

Critical accounting estimates

Critical accounting estimates are estimates andngsions made by management that may result in @riah
adjustment to the carrying amount of assets aiditias within the next financial year and aref lawe not limited
to, the following:

Estimated useful lives of property, plant and emept

The estimated useful lives of property, plant agdigment which are included in the condensed cdohesteid
statements of financial position will impact the@amt and timing of the related depreciation inchlidie profit or
loss.

Share-based compensation

The fair value of stock options issued with Canadlallar exercise prices are subject to the lirdtabf the Black-
Scholes option pricing model that incorporates raarlata and involves uncertainty in estimates used
management in the assumptions. Because the Blduie3c option pricing model requires the input ofhty

subjective assumptions, including the volatility sifare price, changes in the subjective input agBans can
materially affect the fair value estimate.

Recovery of deferred tax assets

Judgment is required in determining whether defemax assets are recognized in the condensed ddeisal
statement of financial position. Deferred tax assétcluding those arising from unutilized tax lessrequire
management to assess the likelihood that the Coynwdhgenerate taxable earnings in future perigdsrder to
utilize recognized deferred tax assets. Estimatesitare taxable income are based on forecast flasis from
operations and the application of existing tax law®ach jurisdiction. To the extent that futuresttdlows and
taxable income differ significantly from estimatéise ability of the Company to realize the net defé tax assets
recorded at the date of the statement of finarmisition could be impacted. Additionally, futureaciges in tax
laws in the jurisdictions in which the Company @&ies could limit the ability of the Company to abtaax
deductions in future periods. The Company haseumdnded any deferred tax assets.

Critical accounting judgments

Information about critical judgments in applyingcaanting policies that have the most significarfeef on the
amounts recognized in the condensed consolidatedirm financial statements are, but are not limited the
following:

Determination of functional currency

In accordance with IAS 21, “The Effects of Change&oreign Exchange Rates” management determirectiie

functional currency of the Company is Canadianatsliand the functional currency of its US subsidiarthe US
dollar and the functional currency of its Mexicamsidiary is the Mexican Pesos.



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

3. SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

Cash and cash equivalents are comprised of cashhigidly liquid short-term interest bearing variabiate
investments with an original maturity of three mwnbr less, which are readily convertible into awkn amount of
cash.

Foreign currency translation

In individual companies, transactions in foreigrrrencies are initially recorded in the functionairrency by
applying exchange rates at the dates of the tréineac

Monetary assets and liabilities denominated in ifprecurrencies at the reporting date are re-tréedlao the
functional currency at the period-end exchange rate

Non-monetary items that are measured in terms stbfical cost in a foreign currency are translatsthg the

exchange rate at the date of the transaction. Nometary assets and liabilities denominated in épreiurrencies
that are measured at fair value are re-translatéioet functional currency at the exchange ratbeatiite that the fair
value was determined. Foreign currency differemeesng on re-translation are recognized in prafitoss.

On consolidation, for subsidiaries with functioralrrencies other than Canadian dollars, the assetdiabilities
are translated into Canadian dollars using theodegnd rate and the operations and cash flowsamslated using
the average rates of exchange. Exchange adjust@esitsg when the opening net assets and the mofiiss are
translated into Canadian dollars are taken intoepamate component of equity and reported in theeroth
comprehensive profit or loss.

Financial instruments
Financial assets

The Company classifies its financial assets inte ointhe following categories, depending on theopse for which
the asset was acquired. The Company's accountliwy flor each category is as follows:

Fair value through profit or loss This category comprises derivatives, or assetsigtjor incurred principally for
the purpose of selling or repurchasing it in tharrierm. They are carried in the balance sheetiatvélue with
changes in fair value recognized in the condenseddtidated statement of comprehensive loss.

Loans and receivablesThese assets are non-derivative financial assetsfixed or determinable payments that
are not quoted in an active market. They are aarae cost less any provision for impairment. Indually
significant receivables are considered for impairmghen they are past due or when other objectwdeace is
received that a specific counterparty will default.

Held-to-maturity investmentsThese assets are non-derivative financial asgétsfixed or determinable payments
and fixed maturities that the Company's manageimasnthe positive intention and ability to hold tatarity. These
assets are measured at amortized cost using tbetiedf interest method. If there is objective ewitke that the
investment is impaired, determined by referencexternal credit ratings and other relevant indicatthe financial
asset is measured at the present value of estimatie@ cash flows. Any changes to the carrying ammf the
investment, including impairment losses, are recaghin the condensed consolidated statement opoelmensive
loss.



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

3. SIGNIFICANT ACCOUNTING POLICIES (contd...)
Financial instruments (cont'd...)
Financial asseticont'd...)

Available-for-sale- Non-derivative financial assets not includedhr tibove categories are classified as available-
for- sale. They are carried at fair value with aesin fair value recognized directly in equity. & a decline in
the fair value of an available-for-sale financias@t constitutes objective evidence of impairmirgt,amount of the
loss is removed from equity and recognized in thedensed consolidated statement of comprehensise lo

All financial assets except for those at fair vallmeugh profit or loss are subject to review fapairment at least
at each reporting date. Financial assets are ieghavuhen there is any objective evidence that anfiih asset or a
group of financial assets is impaired. Differentesta to determine impairment are applied for eaategory of
financial assets, which are described above.

Financial liabilities

The Company classifies its financial liabilitiesdrone of two categories, depending on the purfpasehich the
asset was acquired. The Company's accounting piolicsach category is as follows:

Fair value through profit or loss This category comprises derivatives, or lialdhtiacquired or incurred principally
for the purpose of selling or repurchasing it ie thear term. They are carried in the condensedotidated
statement of financial position at fair value withanges in fair value recognized in the condenseaidated
statement of comprehensive loss

Other financial liabilities: This category includes promissory notes, amounts tdurelated parties and accounts
payables and accrued liabilities, all of which ereognized at amortized cost.

The Company has classified its cash and cash &guis as fair value through profit and loss. Tlem@any’s
receivables are classified as loans and receivabless Company’s accounts payable and accrueditiabibnd due
to a related party are classified as other findiaibilities.

Equipment

Equipment is carried at cost, less accumulatededégion and accumulated impairment losses. Degtieqi is
recognized using the declining balance methodeafatiowing annual rates:

Computer and office equipment 30%
Exploration equipment 20%
Furniture and fixtures 20%
Vehicles 30%

Equipment that is withdrawn from use, or have easpnable prospect of being recovered through usele, are
regularly identified and written off.

The assets' residual values, depreciation methadisiseful lives are reviewed, and adjusted if appabe, at each
reporting date.



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

3. SIGNIFICANT ACCOUNTING POLICIES (contd...)

Equipment (cont'd...)

Assets measured at historical cost less accumutiprkciation and impairment losses. Depreciagarharged on
the declining balance basis over the useful liveshese assets. Residual values and useful econlbrei are
reviewed at least annually, and adjusted if appatgrat each reporting date.

Subsequent expenditure relating to an item of ptgpplant and equipment is capitalized when ipiebable that
future economic benefits from the use of the assitbe increased. All other subsequent expenditamrecognized
as repairs and maintenance.

Mineral properties

Pre-exploration costs

Pre-exploration costs are expensed in the periodioh they are incurred.

Exploration and evaluation expenditures

Once the legal right to explore a property has baeguired, all costs related to the acquisitioml@wation and
evaluation of mineral properties are capitalized ggperty. These direct expenditures include sca$is as
materials used, surveying costs, drilling costynpents made to contractor and depreciation on pladtequipment
during the exploration phase. Costs not directiyibaitable to exploration and evaluation actistiencluding
general administrative overhead costs, are expdangae period in which they occur.

The Company may occasionally enter into farm-ouvaragements, whereby the Company will transfer pr
mineral interest, as consideration, for an agreé¢nbgnthe farmee to meet certain exploration andluatin
expenditures which would have otherwise been ualent by the Company. The Company does not reaoyd a
expenditures made by the farmee on its behalf. @ash consideration received from the agreemeateidited
against the costs previously capitalized to theemaihinterest given up by the Company, with anyesgccash
accounted for as a gain on disposal.

When a project is deemed to no longer have comalbroviable prospects to the Company, exploratiow a
evaluation expenditures in respect of that progget deemed to be impaired. As a result, thoseoeadpbn and

evaluation expenditure costs, in excess of estinegeoveries, are written off to the statement ahprehensive
loss/income.

The Company assesses exploration and evaluatietsa&ss impairment when facts and circumstancegesigthat
the carrying amount of an asset may exceed itsyezable amount.



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

3. SIGNIFICANT ACCOUNTING POLICIES (contd...)

Mineral properties (cont'd...)
Exploration and evaluation expenditurg®ntd...)

Once the technical feasibility and commercial Migpof extracting the mineral resource has beetemsined, the
property is considered to be a mine under developied is classified as “mines under constructioBxXploration
and evaluation assets are also tested for impairbefore the assets are transferred to developprneperties.

As the Company currently has no operational incaang,incidental revenues earned in connection giftioration
activities are applied as a reduction to capitdlizgploration costs.

Mineral exploration and evaluation expendituresdassified as intangible assets.
Reclamation deposits

Cash which is subject to contractual restrictionsise is classified separately as reclamation despdReclamation
deposits are classified as loans and receivables.

Impairment

At the end of each reporting period, the Compaag'sets are reviewed to determine whether themyigndication
that those assets may be impaired. If such indicakists, the recoverable amount of the assettiimated in order
to determine the extent of the impairment, if aflye recoverable amount is the higher of fair vdéiss costs to sell
and value in use. Fair value is determined as theuat that would be obtained from the sale of thgetin an
arm’s length transaction between knowledgeableveilithg parties. In assessing value in use, thaveted future
cash flows are discounted to their present valiregues pre-tax discount rate that reflects curreatkat assessments
of the time value of money and the risks specidithie asset. If the recoverable amount of an &sgstimated to be
less than its carrying amount, the carrying amaeinthe asset is reduced to its recoverable amondtthe
impairment loss is recognized in the statementoofigrehensive loss/income for the period. For artabsit does
not generate largely independent cash inflowsyeleverable amount is determined for the cash géingrunit to
which the asset belongs.

Where an impairment loss subsequently reversescdhging amount of the asset (or cash-generatmg) is

increased to the revised estimate of its recoverabhount, but to an amount that does not exceedatrging

amount that would have been determined had no rmeait loss been recognized for the asset (or cashrgting
unit) in prior years. A reversal of an impairmens$s is recognized immediately in the statemenbafpgrehensive
loss/income.

Provision for environmental rehabilitation

A provision is recognized if, as a result of atpagent, the Company has a present legal or caristeuobligation
that can be estimated reliably, and it is probahég an outflow of economic benefits will be re@uirto settle the
obligation. Provisions are determined by discountine expected future cash flows at a pre-tax ttze reflects
current market assessments of the time value ofesnamd the risks specific to the liability. Proweiss are not
recognized for future operating losses.



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

3. SIGNIFICANT ACCOUNTING POLICIES (contd...)

Loss per share

The Company presents basic loss per share faoitsnon shares, calculated by dividing the lossbatizble to
common shareholders of the Company by the weightedage number of common shares outstanding dthiang
period. Diluted loss per share does not adjustase attributable to common shareholders or thghted average
number of common shares outstanding when the effectti-dilutive.

Stock-based compensation

The Company grants stock options to acquire comsamnes of the Company to directors, officers, eyges and
consultants. An individual is classified as an Ewpe when the individual is an employee for legaiax purposes,
or provides services similar to those performedivgmployee.

The fair value of stock options is measured onddiee of grant, using the Black-Scholes optionipgianodel, and
is recognized over the vesting period. Considengpiaid for the shares on the exercise of stoclongts credited
to capital stock. When vested options are forfeitedaire not exercised at the expiry date the amputiously
recognized in share-base compensation is trandféoraccumulated losses (deficit). The corporatstimates a
forfeiture rate and adjusts the corresponding es@@ach period based on an updated forfeiture &stim

In situations where equity instruments are isgoatbn-employees and some or all of the goodsreices received
by the entity as consideration cannot be specifiédéntified, they are measured at the fair valfighe share-based
payment. Otherwise, share-based payments are mdamiihe fair value of goods or services received

Income taxes

Income tax on the profit or loss for the periodesented comprises current and deferred tax. Incaxas
recognized in profit or loss except to the extdat it relates to items recognized directly in égun which case it
is recognized in equity. Current tax expense isttmected tax payable on the taxable income foyéag, using tax
rates enacted or substantively enacted at peridg &tjusted for amendments to tax payable with rosgdo
previous years.

Deferred tax is recorded using the statement ddinfiral position liability method, providing for temorary
differences, between the carrying amounts of asseddiabilities for financial reporting purposesdahe amounts
used for taxation purposes. The following tempomifferences are not provided for: goodwill not detible for
tax purposes; the initial recognition of assetsliabilities that affect neither accounting or talaboss; and
differences relating to investments in subsidiatéethe extent that they will probably not reveirs¢he foreseeable
future. The amount of deferred tax provided is Hase the expected manner of realization or settteroé the
carrying amount of assets and liabilities, usingrites enacted or substantively enacted at tlambalsheet date.
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3. SIGNIFICANT ACCOUNTING POLICIES (contd...)

Income taxes(cont'd...)

A deferred tax asset is recognized only to thergxtigat it is probable that future taxable profittl be available
against which the asset can be utilized. To ther#sthat the Company does not consider it probidialea future tax
asset will be recovered, it provides a valuatidovednce against that excess.

Additional income taxes that arise from the disttibn of dividends are recognized at the same &iméhe liability
to pay the related dividend. Deferred tax assedsliabilities are offset when there is a legallyfarneable right to
set off current tax assets against current taxlili@ls and when they relate to income taxes levigdthe same
taxation authority and the Company intends toedklcurrent tax assets and liabilities on a astd

Mining tax credits

Mining tax credits are recorded in the accountemthere is reasonable assurance that the Compgangomplied
with, and will continue to comply with, all conditis needed to obtain the credits. These non-refrayaibing tax
credits are earned in respect to exploration cogtsrred in British Columbia, Canada and are reedrds a
reduction of the related deferred exploration exiitenes.

Flow through shares

Canadian Income Tax legislation permits an entseptd issue securities referred to as flow-throsghres,
whereby the investor can claim the tax deductioissrg from the renunciation of the related resewgpenditures.
The Company accounts for flow through shares whetied premium paid for the flow through sharesxness of
the market value of the shares without flow throfegitures at the time of issue is credited to oliadilities and

included in income at the same time the qualifygmgenditures are made.

New standards not yet adopted

In November 2009, the IASB published IFRS 9, “Fical Instruments”, which covers the classificatiand
measurement of financial assets as part of itseptdp replace IAS 39, “Financial Instruments: Rgtdton and
Measurement.” In October 2010, the requirementslassifying and measuring financial liabilitieere added to
IFRS 9. Under this guidance, entities have thdoapto recognize financial liabilities at fair valuthrough
earnings. If this option is elected, entitles vebbk required to reverse the portion of the falugahange due to
own credit risk out of earnings and recognize thenge in other comprehensive income. IFRS 9 ectife for the
Company on January 1, 2013. Early adoption is fiexdh and the standard is required to be applied
retrospectively. There will be no significant ingb@n the Company upon implementation of the issteddard.
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4. CASH AND CASH EQUIVALENTS
November 30, February 28, March 1,
2011 2011 201(
Cash on depo: $ 163,71 % 492,04: $ 97,31(
Liquid short term depos 3.,00¢ 3,00¢ 3,00¢
$ 166,71 $ 495,04. $ 100,31(
5. RECEIVABLES

The Company’s receivables arise from two main sssirciarmonized sales tax (“HST”) receivable duenmfro
Canadian government taxation authorities and VA receivable from Mexican government. These arekdmo
down as follows:

November 30, February 28, March 1,

2011 2011 2010

HST receivabl $ 11,279 $ 18,10¢ $ 15,43¢
IVA taxes receivabl 33,853 4,72¢ -

$ 45,132 $ 22,831 $ 15,43¢

6. PREPAID EXPENSES, EXPLORATION ADVANCES AND DEPOSTS
November 30, February 28, March 1,
2011 2011 2010
Prepaid expenses and depc $ 7,53¢ $ 30,79¢ & 13,25¢
Exploration advanci $ 48( $ 41391: $ 74,51!

The Company advances exploration deposits agairstef work in the course of exploring its Canadard
Mexican properties.
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7. EQUIPMENT
Computer &
Furniture and office Exploration
fixtures equipment equipment Vehicles Total
Cost
Balance, March 1, 20 $ 41,96¢ $ 40,887 $ - $ - $ 82,85¢
Additions 16,75: 12,27¢ 92,03¢ 107,84 228,91!
Disposal - - (46,97¢) - (46,97¢)
Balance, February 28, 2C 58,72( 53,16¢ 45,06 107,84 264,79
Additions - - - - -
Disposal - - - (30,000 (30,000
Foreign exchange adjustm 151 - - - 151
Balance,November 3(, 201! $ 58,87 $ 53,16 $ 45,06: $ 77847 $ 234,94
Accumulated depreciatior
Balance, March 1, 20 $ 36,06¢ $ 36,24« $ - $ - $ 72,31.
Depreciation for thiyea 2,85¢ 3,23¢ 9,20¢ 16,177 31,46¢
Disposal - - (3,527) - (3,527)
Balance, February 28, 2C 38,92 39,47¢ 5,681 16,177 100,25¢
Depreciation for the perit 2,96¢ 3,08( 5,907 16,96¢ 28,92t
Disposal - - - (5,625 (5,625
Foreign exchange adjustm 34 - - - 34
Balance,November 3(, 201: $ 41,92 $ 4255¢ $ 11,58¢ $ 27,52 $ 123,59
Carrying amounts
As at March 1, 201 $ 5901 $ 4,64: % - $ - $ 10,54«
As at February 2 2011 $ 19,79¢ $ 13,687 $ 39,38: % 91,67C $ 164,53
As & November 3, 201 $ 16,94¢ $ 10,600 $ 33,47 $ 50,32¢ $ 111,35

During the period ended November 30, 2011, the Gomsold a vehicle for a total of $34,597 to ateslgparty resulting in a
net gain of $10,222 (2010-Nil). The gain has besrged to Contributed Surplus.

8. EXPLORATION AND EVALUATION ASSETS
Toni Reforma
Property Project Total
Activities during the periods
Balance, March 1, 2010 $ 983,022 $ 157,581 $ 1,140,603
Additions:
Acquisition costs 21,704 506,036 527,740
Geological and other consulting 99,250 153,094 252,344
Fieldwork, equipment rental and other 16,332 112,852 129,184
Analysis and report preparation 13,828 24,614 38,442
Travel 8,509 53,460 61,969
Drilling 106,522 - 106,522
Project management 35,500 59,067 94,567
Less: BC mineral exploration tax credit received (11,443 - (11,443
Balance, February 28, 2011 1,273,223 1,066,704 2,339,927

-Continued-
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8. EXPLORATION AND EVALUATION ASSETS (contd...)
Toni Reforma
Property Project Total
Continued...
Additions:
Acquisition costs $ - $ 2385954 $ 2,385,954
Geological and other consulting 13,500 122,812 136,312
Fieldwork, equipment rental and other 1,816 405,155 406,971
Analysis and report preparation 242 59,161 59,403
Travel - 1,440 1,440
Drilling - 4,722 4,722
Project management 22,500 59,244 81,744
Less: BC mineral exploration tax credit received (8,969) - (8,969)
Foreign exchange adjustment - 6,163 6,163
Balance, November 30, 2011 $ 1302312 $ 4111355 $ 5,413,667
Total carrying amounts
Acquisition costs $ 223,948 $ 2,918,788 $ 3,142,736
Geological and other consulting 371,807 339,219 711,026
Fieldwork, equipment rental and other 156,868 521,197 678,065
Analysis and report preparation 97,883 101,920 199,803
Travel 32,236 80,001 112,237
Drilling 316,983 4,722 321,705
Project management 123,000 139,345 262,345
Less: BC mineral exploration tax credit received (20,413) - (20,413)
Effect of foreign exchange translation - 6,163 6,163
Balance, November 30, 2011 $ 1302312 $ 4111355 $ 5,413,667

Title to mineral properties involves certain indwetr risks due to the difficulties of determining thalidity of certain
claims as well as the potential for problems agsiinom the frequently ambiguous conveyancing histor
characteristic of many mineral properties. The @any has investigated title to all of its mineredgerties, and to
the best of its knowledge, title to all of its pesfies are properly registered and in good standing

Toni Property, Nicola Division, British Columbia

At November 30, 2011 the company owns a 100%eéstdn 59 mineral tenures totaling 22,141 Ha, kn@asrthe
“Toni Property”, subject to a 2% net smelter royalh certain portions thereof.

a) During the year ended February 28, 2006, the Cogneatered into a Property Option and Joint Openatio
Agreement to earn an initial 50% interest in a mah@roperty located in the Nicola Mining DivisioByitish
Columbia with an option to acquire up to a 70%res¢ (amended to 100% during the year ended Fegbaar
2007).

b) During the year ended February 28, 2007, the Cognpaarcised the option and earned a 100% intemetbtei
mineral property free and clear of all charges,uemarances and claims. As consideration the Compaity
$30,000, issued 300,000 common shares and incatredst $250,000 in cumulative exploration expemeds
during the years ended February 28, 2006 and Z00&.agreement is subject to a 2% net smelter return
royalty.
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8.

EXPLORATION AND EVALUATION ASSETS (contd...)

Toni Property, Nicola Division, British Columbia (cont'd...)

¢) During the year ended February 29, 2008, the Cosnpaquired a 100% interest in four mineral propmsrti
contiguous to the Toni project (formerly Au/Wenj ftash consideration of $6,038.

d) During the year ended February 28, 2009, the Coynpaguired an additional seven mineral claims @& th
Nicola Mining Division adjacent to its existing liahgs for total consideration of $20,000 and anitaatthl 56
mineral claims at a cost of $11,564 through staking

e) During the year ended February 28, 2010, the Cosnparalgamated 15 of the Toni properties and farteR3
Toni property leases.

f) During the year ended February 28, 2011, the Cosnpaid $21,704 in order to extend 50 mineral tesiiméo
the years 2011, 2012, 2013 and 2014. The Compamsecto forfeit 8 tenures in August 2010. The remngin
mineral tenures are in good standing.

Reforma Project

On March 4, 2010 the Company executed a formadeagent (the “Reforma Agreement”) whereby it hasnbee
granted an option to acquire a 70% undivided isteirethe Reforma Mine property, Sinaloa, Mexicgpfoval of
the Reforma agreement was received from the TSXWerkExchange on May 20, 2010.

In order to earn its 70% interest, the Companyeipuired to pay to the owners US$300,000, issueta bf
14,000,000 common shares and conduct work prograggsegating US$2,500,000. The shares issued to the
Owners in the second and third tranches (i.e. TR0D® shares) will be pooled voluntarily. 1,500,80ares will be
released 12 months after TSX approval and 1,5004il0be released every six months thereafter. Uploa
completion of the earn in by the Company, the partiave agreed to form a joint venture (“the J\gf)the purpose

of the further development and exploration of theperty with the owner to retain a carried interiestthe first
US$15,000,000 of JV expenditures. Thereafter, theigs will fund their further participation in th&V in
accordance with their 30/70 respective interestwitide subject to standard penalties.

In order to meet the terms of its Option agreenagct earn its 70% interest in the Reforma Propény,Company
must make cash and share payments and completepnagkams as detailed below:

Cash payments Shares to be issued Work Program commitment

US$50,000 due June 10, 2010 (paid) 2,000,000 shgrégne 10, 2010 (issued) US$500,000 by May 20120
(spent)

US$50,000 due November 20, 2010 (paid)  6,000,080estby May 20, 2011 (issued)US$1,000,000 by May 20, 2012

US$100,000 due May 20, 2011 (paid) 6,000,000 sharéday 20, 2012 US$1,000,000 by May 20, 2013

US$100,000 due May 20, 2012
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9. ACCOUNTS PAYABLES AND ACCRUED LIABILITIES
Payables and accrued liabilities for the Compamybaoken down as follows:
November 30, February 28, March 1,
2011 2011 2010
Trade payables $ 285,462 $ 60,413 $ 64,622
Accrued liabilities 49,000 97,000 39,600
Total $ 334,462 $ 157,413 $ 104,222
All payables and accrued liabilities for the Compéall due within the next 12 months.
10. RELATED PARTY TRANSACTIONS

The remuneration of directors and other membekepimanagement personnel during the nine monthsdend
November 30, 2011 and 2010 are as follows:

Nine months ended November 30, 2011 2010

Salaries and directors fees $ 37,500 $ 46,620
Management fees 45,000 45,000
Stock-based compensation (i) 130,497 95,144
Project management fees 30,000 45,000
Exploration expenses 14,000 86,150
Consulting fees - 9,000

$ 256,997 $ 326,914

(i) Share-based payments are the fair value of optjmargted to key management personnel.

The transactions with related parties were inrtbamal course of operations and were measuredea¢xbhange
value, which represented the amount of considarastablished and agreed to by the parties.

The amounts due to the related party are as follows

November 30, February 2¢ March 1,
2011 2011 2010
Due from (to) directors and officers $ (99,100) $ ,126 $ (77,032)
Due to Sierra Iron Ore (formerly Naina Capital) (i) - (32,386) (15,000)
Due to CBR Capital (i) (40,000 - -
$ (139,100) $ (31,260) $ (92,032)

(i) Companies controlled by a common director.

The Company received $34,597 (2010 - $97,500) fraompany with directors in common for a saleqpfipment (Note 7).
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11. CAPITAL STOCK AND RESERVES

a)

b)

c)

d)

Authorized share capital:

As at November 30, 2011, the authorized share aapftthe Company was 1,000,000,000 common shares
without par value. All issued shares are fully paid

Issued share capital:

During the period ended November 30, 2011, the 2o
a) Issued 1,585,000 shares for warrants exercised. a0 $er warrant for proceeds of $158,500.

b) Issued 6,000,000 common shares valued at $2,28606@ owners of the Reforma Property as per
agreement (Note 8).

During the year ended February 28, 2011 the Cognpan

a) Issued 9,825,000 units pursuant to a private plac¢fior aggregate proceeds of $2,456,250 at a pfice
$0.25 per unit. Each unit consists of one commameshnd one half of one share purchase warranill A
warrant entitles the holder to acquire one comnimres at a price of $0.40 for 24 months from closing
The Company allocated the entire proceeds of tinater placement to common shares and none to
warrants.

b) Incurred share issuance costs in the amount of ,$T86which includes cash commissions of $132,500
and legal, closing, listing and filing fees of $4745.

c) Issued 4,276,557 shares for warrants exercise@. 40 $er warrant, for proceeds of $427,656.

d) Issued 2,000,000 common shares, valued at $300t0 the owners of the Reforma Property as per
agreement. (Note 8).

Escrow:

At November 30, 2011, there are 200,000 (Febr@8&ry2011 - 200,000; March 1, 2010 — 200,000) common
shares held in escrow. The release of these sisasabject to the approval of the TSX-V.

Stock options:

The Company grants options under the terms afitsng stock option plan to executive officersratditors,
employees and consultants, enabling them to acauirto 10% of the issued and outstanding share¢beof
Company. The exercise price of each option eqir@anarket price of the Company’s stock, less alldea
discount, as calculated on the date of grant. Tiews can be granted for a maximum term of 10szear

During the period ended November 30, 2011, thepamy granted 1,102,627 (2010 — 778,000) stock ngtio
to officers, directors and consultants of the ComypaThese options may be exercised at a pricé @f5band
expires from 3 to 5 years.
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11. CAPITAL STOCK AND RESERVES (cont'd...)

d) Stock options(cont'd...)

A summary of stock options is presented as follows

Weighted

Number of Average

Options Exercise Price
Outstanding? and exercisa, February 28, 20! 293481 % 0.2C
Cancelle/® (250,000 0.2¢C
Grantec 778,00( 0.25
Outstanding and exercisa, February 28, 201 3,462,811 0.21
Grantec 1,102,62 0.4t
Outstanding and exercisa, November 3, 2011 4565,43¢ $ 0.27

W 250,000 options granted to a former Director wenacelled as per the terms of the Company’s stotikmplan.

At November 30, 2011, the following stock optiamsre outstanding:

Number of Exercise
Expiry Date Options Price
May 17, 201z 200,00( 0.2t
January 14, 20: 2,684,811 0.2C
May 17, 201 578,00( 0.2t
February 28, 201 552,62 0.4¢
February2¢, 201¢ 550,00¢ 0.4t

456543 $ 0.27
Weighted average contractual remaining life (ye 3.3¢
Weighted average fair value of options grantedmdptie perio $ 0.3¢

The Company recognizes stock-based compensatfensg for all stock options granted using thevalue

based method of accounting. The fair value ofdhgons vested in the nine months ended November 30

2011 is $393,905 (2010 — $128,066).

The following assumptions were used for the Bl&ckwoles valuation of stock options granted durimg t

period:

November 30,

November 30,

2011 2010
Risk-free interest ra 2.3™% 2.81%
Expected life of optior 3.99year: 5 year:
Annualizedvolatility

Dividend:

131.8%

150.0(%




VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS

(Unaudited)
(Expressed in Canadian Dollars)
FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

11. CAPITAL STOCK AND RESERVES (cont'd...)
e) Warrants

A summary of warrants is presented as follows:

Weighted
Number of Average
Warrants Exercise Price
Outstandin, February 28, 201 14,576,45 $ 0.1C
Exercise (4,276,55) 0.1C
Grantec 4,912 .50 0.4C
Outstandin, February 28, 201 15,212,40 0.2C
Exercise (1,585,001 0.1C
Qutstandin, November 3, 201! 13,627,40 $ 0.21
At November 30, 2011, the following warrants wetgstanding:
Number of
Warrants Exercise
Expiry Date Outstanding Price
May 17, 2012 2,890,000 $ 0.40
July 20, 2012 122,125 0.10
October 28, 2012 2,022,500 0.40
November 20, 2012 97,777 0.10
December 17, 2012 8,495,000 0.10
13,627,402 $ 0.21

12. SEGMENT INFORMATION

The Company operates in one reportable operatigigeet, being the acquisition, exploration, and twaent of

mineral properties. Geographical information isaews:

November 30, February 28, March 1,
2011 2011 2010
Equipment
Canada $ 98,422 $ 149,461 $ 10,544
United States 12,932 15,076 -
111,354 164,537 10,544
Mineral properties
Canada 1,301,832 1,273,223 983,022
Mexico 4,111,355 1,066,704 157,581
$ 5413,187 $ 2,339,927 % 1,140,603
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13.

FINANCIAL AND CAPITAL RISK MANAGEMENT

Financial instruments measured at fair value aessified into one of three levels in the fair vahierarchy
according to the relative reliability of the inputsed to estimate the fair values. The three levkthe fair value
hierarchy are:

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 dilgaot indirectly;
and

Level 3 — Inputs that are not based on observahl&eh data.

The Company'’s financial instruments consist ppadly of cash and cash equivalents, amounts dagertiparties
and accounts payable and accrued liabilities. Mameamt believes that the recorded values of all eashcash
equivalents, amounts due to related parties anduate payables and accrued liabilities approxintiaéé current
fair values because of their nature, credit worhk#) and respective maturity dates or durationsat Alovember 30,
2011, the Company’s only financial instrument whishmeasured at fair value on a recurring bastagh and cash
equivalents which have been classified as a “L&Vdinancial instrument. Accounts payable and aedriiabilities,
and amounts due to related parties have beenf@asas “Level 2” financial instruments.

Foreign exchange risk

Foreign exchange risk is the risk that the failugaof future cash flows will fluctuate as a resoftchanges in
foreign exchange rates. As at November 30, 20EICthmpany is exposed to foreign currency risk éoetkitent that
certain monetary financial instruments and otheetssare denominated in United States dollars aexiddn Pesos.
The Company is exposed to currency risk arisinghffluctuation in foreign exchange rates due toabguisition of
the Reforma Project. Many of the costs of the RafoProject are in Mexican Pesos and US Dollarsoftingly,
changes in the Mexican Pesos or US Dollars dendednealue of the Canadian dollar will impact then@dian
dollar cost of meeting any future obligations untteat project. At November 30, 2011, the Compangsdnot
believe its overall exposure to currency risk ftsr @bligations denominated in Mexican Pesos or Wabs is
significant.

Credit risk

Credit risk is the risk that one party to a finmhinstrument will cause a financial loss for thther party by failing
to discharge an obligation. The Company’s cashmtdeposit and receivables are exposed to credit Tibe
Company reduces its credit risk on cash and terposits by placing these instruments with institasiaof high
credit worthiness. Management believes that thalittnésk concentration with respect to receivablssnot
significant as the receivables mainly consist afr@nized sales tax receivable and IVA tax recewahle from
Canadian and Mexican government.

Interest rate risk
Interest rate risk is the risk that the fair vatuguture cash flows of a financial instrumentlvliictuate because of

changes in market interest rates. At November 801 2the Company is not exposed to any signifigaerest rate
risk.
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13. FINANCIAL AND CAPITAL RISK MANAGEMENT  (contd...)
Liquidity risk

Liquidity risk is the risk that the Company wilheounter difficulty in meeting obligations assoemwith financial
liability. The Company manages liquidity risk by im@ining sufficient cash balances to enable gsatie of
transactions on the due date. Accounts payableaandued liabilities are current. The Company adiests
liquidity through equity financing and the exercifevarrants and options.

Capital management

The Company’s objectives when managing capitaltarsafeguard its ability to continue as a goingason, to
pursue the development of its mineral propertigstarmaintain a flexible capital structure whichtiopzes the cost
of capital within a framework of acceptable riskh the management of capital, the Company includhes t
components of shareholders’ equity.

The Company manages the capital structure and syadestments to it in light of changes in econoaainditions
and the risk characteristics of the underlying &sSEo maintain or adjust its capital structureg tbompany may
issue new shares, issue new debt, acquire or disgaEssets.

The Company is dependent on the capital markeits asle source of operating capital and the Camisacapital
resources are largely determined by the strengtheofunior resource markets and by the statubefCompany’s
projects in relation to these markets and its gbih compete for investor support of its projedteke Company is
not subject to any externally imposed capital rezpaents.

In order to facilitate the management of its cdpitgquirements, the Company prepares annual expeadiudgets

that are updated as necessary depending on vdeotms, including successful capital deploymend general
industry conditions. The annual and updated budgretsipproved by the Board of Directors.

14. SUPPLEMENTARY CASH FLOW INFORMATION
Investing and financing activities that do not &av direct impact on current cash flows are exauflem the
statements of cash flows. The following transadibave been excluded from the statement of casis ffor the
period ended November 30, 2011.
a) Included in accounts payable is $40,000 (2010 (12) of mineral property costs.
b) Allocated exploration advances of $418,267 (20%0l#) to mineral property costs.

¢) Included in the mineral properties is the fair \ahf $2,280,000 for 6,000,000 shares issued tawmeers of
the Reforma property as per agreement.



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

15. COMMITMENTS

At November 30, 2011, the Company has the follovgiggpificant commitments:

Management Contracts

On January 1, 2011 the Company entered into adithmmanagement contract with the President oCthpany
for $5,000 per month for management fees and $5p@90month for project management fees. This echtr
automatically renews for an additional one yeamten January 1, 2012 as per the signed agreement.

16. SUBEQUENT EVENTS

Subsequent to the period ended November 30, 28&1Company closed the first tranche of non-brokegnédhte
placement and has issued 3,855,302 at a price @5%0er unit, for aggregate gross proceeds of #1356
($401,455 proceeds received during the period ehted30, 2011). Each consists of one common shadeone-
half of one share purchase warrant exercisableutohpse one additional common share of the Comfan24
month from closing at a price of $0.50 per sharke Company paid $44,948 for finder's fees.

17. FIRST TIME ADOPTION OF IFRS

As stated in Note 2, these consolidated finandialements are for the period covered by the Conipdiimgt
interim condensed consolidated financial statempregpared in accordance with IFRS. The accountaigips in
Note 3 have been applied in preparing the condensedolidated financial statements for the periedded
November 30, 2011 and 2010, the consolidated finhstatements for the year ended February 28, 20itilthe
opening IFRS statement of financial position on éfat, 2010, the "Transition Date".

In preparing the opening IFRS statement of findngasition and the financial statements for thesiimb period
ended November 30, 2011, the Company has adjusiedras reported previously in financial statemeinét were
prepared in accordance with GAAP. An explanatiorhow the transition from GAAP to IFRS has affected
Company’s financial position, financial performarar&l cash flows is set out in the following tablBse guidance
for the first time adoption of IFRS is set out IARS 1. IFRS 1 provides for certain mandatory exoeptand
optional exemptions for first time adopters of IFR®ie Company elected to take the following IFR8ptional
exemptions:

a) to apply the requirements of IFRS 3, Business Caathins, prospectively from the Transition Date;

b) to apply the requirements of IFRS 2, Share-baseginpat, only to equity instruments granted after
November 7, 2002 which had not vested as of thasiian Date; and
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17. FIRST TIME ADOPTION OF IFRS (contd...)

c) to transfer all foreign currency translationfeli€nces, recognized as a separate component iby,egudeficit
as at the Transition Date including those foraigrrency differences which arose on adoption ofSFR

d) reclassification of share-based reserve

The Company reclassified from equity reserveswet not exercised of $274,431, $299,246 and $33%®&
March 1, 2010, November 30, 2010 and February @8] 2espectively to deficit.

Additionally, in accordance with IFRS 1, an enttyestimates under IFRS at the date of IFRS must be
consistent with estimates made for the same daferuprevious Canadian GAAP, unless there is objecti
evidence that those estimates were in error. Tdrapgany’s IFRS estimates as of March 1, 2010 arsistamt
with its Canadian GAAP estimates for the same date.



VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBGL STATEMENTS

(Unaudited)
(Expressed in Canadian Dollars)
FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

17. FIRST TIME ADOPTION OF IFRS (contd....)

Reconciliation between Canadian GAPP and IFRSmties of financial position:

As at
March 1, 2010

As at
November 30, 2010

As at
February 28, 2011

Effect of Effect of Effect of
Canadian transition to Canadian transition to Canadian transition to
GAAP IFRS IFRS GAAP IFRS IFRS GAAP IFRS IFRS

ASSETS
Current

Cash and cash equivalents $ 100,310 $ - $ ,3100 $ 610,715 $ - $ 610,715 $ 495043 $ -$ 495,043

Receivables 15,439 - 15,439 27,734 - 27,734 22,833 - 22,833

Prepaid expenses 13,259 - 13,259 31,408 - 31,408 30,799 - 30,799
Total current asset: 129,008 - 129,008 669,857 - ,869 548,675 - 548,675
Non-current asset:

Equipment 10,544 - 10,544 164,380 - 164,380 164,537 - 164,537

Exploration advances 74,515 - 74,515 315,116 - 315,116 413,914 - 413,9

Exploration and evaluation assets 1,140,603 - 1,140,603 2,242,183 - 2,242,183 2,737,927 (398,000 2,339,927
Total non-current asset: 1,225,662 - 1,225,662 2,721,679 - 2,721,679 3,316,378 (398,000 2,918,378
TOTAL ASSETS $ 1354670 $ - $ 1,354,670 $ 3391536 $ -$ 3,391,536 $ 3,865053 $ (398,0000 $ 3,46%,05
LIABLILITIES AND SHAREHOLDER'S EQUITY
Current liabilities

Accounts payable and

accrued liabilities $ 104,222 $ - $ 104,222 $ 94,528 $ - $ 94,528 $ 157,413 $ - $ 157,413

Due to related parties 92,032 - 92,032 27,968 - 27,968 31,260 - 31,260
Total current liabilities 196,254 - 196,254 122,496 - ,498 188,673 - 188,673
Non-current liabilities

Future income tax liability - - - - - - 398,000 (398,000 -
Total liabilities 196,254 - 196,254 122,496 - ,198 586,673 (398,000) 188,673
Shareholder’s equity

Capital stock 12,233,529 - 12,233,529 15,085,880 - 15,085,880 15,370,459 - 15,370,459

Share subscriptions received in

advance 15,000 - 15,000 - - - - - -

Reserves 772,769 (274,431) 498,338 900,835 (299,246) 601,589 929,926 (322,998) 606,928

Deficit (11,862,88p 274,431 (11,588,451 (12,717,67p 299,246 (12,418,429 (13,022,005 322,998 (12,699,00y
Total shareholders’ equity 11,158,416 - 11,158,416 3,269,040 - 3,269,040 3,278,380 - 3,278,380
Total liabilites and shareholders’
equity $ 1,354,670 $ - $ 1,354,670 $ 3,391,536 $ - $ 3,391,536 $ 3,865,053 $ (398,000) $ 3,467,053




VICTORY RESOURCES CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

17. FIRST TIME ADOPTION OF IFRS (contd....)

Reconciliation between Canadian GAPP and IFR&mimts of Comprehensive Loss:

Three months ended Nine months ended Year ended
November 30, 2010 November 30, 2010 February 28, 2011
Effect of Effect of Effect of
Canadian transition to Canadian transition to Canadian transition to
GAAP IFRS IFRS GAAP IFRS IFRS GAAP IFRS IFRS
EXPENSES
Amortization $ 13,307 $ - $ 13,307 $ 2794 % - $ 22,947 $ 31469 $ - $ 31,469
Management and director fees 21,000 - ,000L 62,500 - 62,500 82,000 - 2,080
Office, rent and administration 51,676 - 51,676 165,373 - 165,373 193,918 - 193,918
Professional fees 66,232 - 66,232 a8 - 221,686 305,945 - 305,945
Investor relations 15,886 - 15,886 ,382 - 32,387 32,387 - 32,387
Share-based compensation 13,829 - 13,829 128,066 - 128,066 145,702 - 145,702
Transfer agent and shareholder
costs 4,745 - 4,745 35,042 - 35,042 51,450 - 51,450
Travel and entertainment
expenses 22,736 - 22,736 88,011 - 88,011 99,460 - 99,460
Wages and salaries 72,881 - 72,881 108,341 - 108,341 211,870 - 211,870
(282,292 - (282,292 (864,353 - (864,353 (1,154,20}) - (1,154,20})
OTHER ITEMS
Foreign exchange loss (1,312) - (1,312) (1,870) - (1,870) (7,186) 6,116 (1,070)
Interest income 382 - 382 382 - 382 640 - 640
Recovery of loans written off - - - - - - 1,624 - 1462
Miscellaneous revenue 7,500 7,500 7,500 7,500
Gain on sale of equipment 3,548 3,548 3,548 3,548
10,118 - 10,118 9,560 - 9,560 (4,922 6,116 1,194

Loss and comprehensive loss for
the period/year $ (272,174) $ - $ (272,174) (854,793) $ - (854,793) $(1,159,123) $ 6,116 $ (1,153,007)




VICTORY RESOURCES CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED NOVEMBER 30, 2011

17.

FIRST TIME ADOPTION OF IFRS (contd....)

Reconciliation between Canadian GAPP and IFR@&miants of cash flows:

Nine months ended
November 30, 2010

Year ended
February 28, 2011

Effect of
Canadian transition to Canadian transition to
GAAP IFRS GAAP IFRS IFRS
OPERATING ACTIVITIES
Loss for the period/year $ (854,793% $ (854,793) $ (1,159,123) $ 6,116  $ (1,153,007)
Items not affecting cash:
Amortization 22,947 22,947 31,469 - 31,469
Stock-based compensation 128,066 - £88,0 145,702 - 145,702
Gain on sale of equipment (3,548) (3,548)
Changes in non-cash working capital
items:
Increase in receivables (12,296) (12,296) (7,394) - (7,394)
Prepaid expenses (18,149) (18,149) (17,540) - (17,540)
Increase in accounts payables and
accrued liabilities (17,863 (17,863 54,052 - 54,052
Net cash used in operating activities (755)636 (755,636 (952,833 6,116 (946,718
INVESTING ACTIVITIES
Acquisition of exploration and (127,740) (127,740) (127,740) - (127,740)
Evaluation assets
Acquisition of equipment (173,235) (173,235) (228,915) - (228,915)
Process from sale of equipment - - 67,000 - 67,000
Exploration advances (240,601) (240,601) (339,399) - (339,399)
Exploration and evaluation (577,113) (577,113) (684,537) - (684,537)
Refund of mining exploration tax
credits 11,444 11,444
Net cash used in investing activities (1,108)24 (1,107,245 (1,313,591 - (1,313,591
FINANCING ACTIVITIES
Issuance of common shares, net of
share issue costs 2,437,350 2,437,350 2,721,930 - 2,721,930
Amount due to related parties (64,964 (64,064 (60,772 - (60,772
Net cash provided by financing
activities 2,373,286 2,373,286 2,661,158 - 2,661,158
Effect of foreign exchange rate on cash
balances - - - (6,119 (6,119
Change in cash and cash equivalents for
the period/year 510,405 510,405 394,733 - 394,733
Cash and cash equivalents, beginning of
period/year 97,310 97,310 100,310 - 100,310
Cash and cash equivalents, end
period/year $ 607,715 $ $ 607,715 $ 495,043 $ - $ 495,043




