ARROWSTAR RESOURCES LTD.
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2012

REPORT DATE
APRIL 19, 2013

This Management Discussion and Analysis (the “MDpfpvides relevant information on the operations
and financial condition of Arrowstar Resources L{ttie “Company”) for the year ended December 31,
2012.

The Company’s activities are primarily directed #&ds acquisition and exploration of exploration and
evaluation assets. The realization of amounts sHomexploration and evaluation assets is dependgor
the discovery of economically recoverable researekfuture profitable production, or proceeds fribim
disposition of these assets. The carrying valuesxpforation and evaluation assets do not necéssari
reflect their present or future values.

All monetary amounts in this MDA and in the condatied financial statements are expressed in Canadia
dollars, unless otherwise stated. Financial resatlés being reported in accordance with Internationa
Financial Reporting Standards (“IFRS”).

The Company’s certifying officers, based on theiokledge, having exercised reasonable diligenee, ar
also responsible to ensure that these filings da@otain any untrue statement of material factroft to

state a material fact required to be stated orishatcessary to make a statement not misleadilighinof

the circumstances under which is it was made, mgspect to the period covered by these filings,thade
consolidated financial statements together witleoflmancial information included in these filingehe
Board of Directors’ approves the consolidated faialstatements and MDA and ensures that management
has discharged its financial responsibilities. Buard's review is accomplished principally throuttle
Audit Committee, which meets periodically to reviaiifinancial reports, prior to filing.

The MDA should be read in conjunction with the Camys consolidated financial statements and notes
thereto for the year ended December 31, 2012 arttiéoyear ended December 31, 2011, all of which ca
be found on SEDAR at www.sedar.com.

The Company is a reporting issuer in each of ti@ipces of British Columbia and Alberta. Its heeud
principal office is located at 507 — 475 Howe Stié@ncouver, British Columbia, V6C 2B3. It's regised
and records office is located at 1500 — 1055 Westr@a Street Vancouver, British Columbia, V6E 4N7.

OVERALL PERFORMANCE

EXPLORATION PROJECTS

The Company is primarily exploring for iron ore aproperty that could have the potential to craatash
flow within a reasonable period of time with an i@efable investment strategy. The Company’s focasis
follows:

Alaska USA — Port Snettisham Property

The Snettisham Iron Ore (magnetite) Deposit istemtan the Snettisham Peninsula on the south $ide o
Port Snettisham and west of Gilbert Bay, about 3@srsoutheast of Juneau, Alaska. The latest
exploration work prior to 2012 was done in 1970ngdess sophisticated equipment than is currently
available now. No gravity survey work was donet Bome magnetic surveys, sampling, and

beneficiation test work has been done by Marcon@@ation in the late 1960's.
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The Company has completed a program of measursgntignetic field intensity (in nano teslas) of the
tenement and conducted some geochemistry analysl®6 rock chip float samples to correlate the Fe
magnetic and total Fe values with the magneticeptglity values. Further beneficiation testsgrind
size, Fe and other element liberation has also beeducted with pleasing results. Follow up peatapbic
analysis and thin section work is planned.

The Company now has sufficient data for a diamaibmiogram to determine an inferred or indicaiéd
43-101 resource estimate.

This project is a magnetite deposit with samplesyesed in the 1960’s showing high grades of titemiu
and vanadium on the Snettisham Peninsula. Ore éws $ubjected to several programs of beneficiation
test work and reports indicate that the ore is ahkento magnetic separation. It is possible to pcecan
iron ore concentrate containing in excess of 60%TRe concentrate can then be smelted to prodace pi
iron. On average, the Snettisham deposit is bali¢reontain: 18% - 20% magnetite, 2% - 6% titanium
c. 0.05% vanadium and c. 0.01% platinum (Sourcepidg Study Proposal for the Metallurgical
Development of Snettisham Titano-Magnetite Depdsta Steel Consulting — Jan 2011). The analysis
completed on rock chip samples show grades asasidi% Fe with 35% of this being magnetite.

The first major effort to explore the iron potehtié the deposit was in the 1950’s by the US Departit

of the Interior, Bureau of Mines, who drilled 11lé® conducted a geophysical survey over the barty,
had beneficiation tests done on the ore. The mag#imtaring pyroxenite intrusive occupies a larehaof
approximately 390 acres along the northeast shbtbeoSnettisham Peninsula. The work outlined a
magnetite rich area of pyroxenite about 2,400 lige?,600 feet in area with a vertical extent of0D feet

at an average SG of 5.1 representing an estimatmtibal resource deposit of 4 billion metric tesn

Altitudes ranged from sea level to 1000 feet. Thi®xenite extends to the northwest under the waiér
Snettisham Inlet for an unknown distance. A sectibl1900 feet of the deposit was explored to aldep
1000 feet, totaling 6,546 linear feet of drill h®leThe work done by the Bureau of Mines indicated a
favorably-situated, potentially-large deposit camiteg titaniferous magnetite that can be recovearsd
high-grade magnetite, using standard, comparatleahcost methods of beneficiation. A qualified qem

has not done sufficient work to classify the higtalr estimate as current mineral resources, and the
Company is not treating the historical estimata aarrent mineral resource.

In 1969, Marcona Corporation optioned the iron d@pand carried out extensive exploration including
diamond drilling and metallurgical tests. It wapaeed in 1969, that Marcona Corporation and the
Marubeni Company of Japan, had developed plansiigtize two to four million tons of iron ore antilya

By 1970, Marcona completed a feasibility study loe deposit and announced plans to put the depbsit i
production at a rate of 5 million tons of concetdrper year over a 50 year mine life (State of kdas
Mines Bulletin, February 1970.) However, iron orees declined and the project did not proceed.

Work Program Timeline — Two Phase Program

Early Summer, 2012

* Reconnaissance of the historical data and gricaswilrock chip sampling with an XRF analysis
of samples and magnetic susceptibility meter. Willsallow us to correlate Fe Total and Fe mag
values with magnetic susceptibility.

« An outcrop sampling study using a magnetometeptretate Fe with magnetic susceptibility.
Mineralogy and petrology studies will also be cartéd to analyze the presence of the titanium
and vanadium mineralization in the magnetite aedetktent of silica, sulphur, phosphorous and
alkalis.

e A ground based magnetic study to identify key cleang magnetic susceptibility, mineralogy
and the extent of magnetite mineralization.
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Spring/Summer, 2013
* In phase two, a diamond drilling program directgdhe results of the above studies will allow
suitable targets to be identified so that a ResoHstimate can be produced followed by a further
drilling campaign in summer 2013 and a Feasib#itydy.
* A beneficiation study using samples to ensure #selts are statistically significant and the
proposed beneficiation process design is provepilett plant size. This stage is particularly
important to the success of the project given thk bost of crushing to 100 mesh.

The field season in the Snettisham region extenis March through to November. While it is possible
to drill during the winter, it becomes very ineféat when drilling shorter holes. A two phase,
exploration program is proposed to complete thiindrinecessary to confirm a CIM and NI 43-101
compliant inferred (and possibly indicated) mineesource in the Snettisham area. If chemical aisly
results are favourable, then further drilling aiser spacing will be required to identify a meagioe
indicated resource.

Phillip Thomas, BSc, MBus, MAIG, a Director, and &lified Person under NI 43-101, has read and
approved the technical information above on thdtShem project.

Quebec, Canada — Roberts Lake

It was decided to abandon this property due to baghts of logistics and the structure observeth@BIF
and other iron deposits.

Newfoundland and Labrador, Canada — Rannie Lake

After extensive desk top research and a revievheflagistics the Company has decided not to proceed
with this tenement and has returned the propentk bmits title holder.

British Columbia, Canada — Northern Treasure

After extensive desk top research and a revievhefiagistics the Company has decided not to proceed
with this tenement and has returned the propentk baits title holder.

British Columbia, Canada — Bryer

The Company has decided not to proceed with thisnbent and has returned the property back talds ti
holder.

British Columbia, Canada — Argonaut and Golden Fleee

During fiscal 2012, the Company was informed byl#ssee’s that they were no longer going to pursue
their option on the property. As a result, the Camphas decided not to proceed with this tenemeaht a
these claims have been forfeited subsequent toeyehr

British Columbia, Canada — Harris Group

The Company has decided not to proceed with thisntent and has returned the property back tdlis ti
holder.
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SELECTED ANNUAL INFORMATION

The following selected financial data have beempared in accordance with IFRS unless otherwisednote
and should be read in conjunction with the Compauegnsolidated financial statements. The following
table sets forth selected financial data for then@any for and as of the end of the last three cetagl
financial years.

December 31,| December 31, December 31,
Financial Year Ended 2012 2011 2010
Net income (loss) (2,128,790) 810,419 (4,829,989)
Earnings (loss) per sha- basic and dilute (0.C3) 0.0z (0.12
Exploration and evaluation ass 51¢,54¢ 706,69: -
Total asse 900,53t 2,417,06! 142,42!
Working capital (deficiency 176,36 1,495,00i (217,024

Overview

During fiscal 2012, the Company completed a norkéred private placement for gross proceeds of
$450,000 by issuing 6,000,000 units. A finder's &&80,000 units valued at $21,000 was issuecdhds p
of the private placement. Each unit consists of oammon share and one share purchase warrant
exercisable at a price of $0.15 for a period of ywars.

The Company continued to work on its exploratiod awvaluation assets eventually deciding to focus
exclusively on the Port Snettisham project in Alag¢gee “Overall Performance, Exploration Projects”)
which resulted in all other exploration and evadluaprojects being written-off.

During fiscal 2011, the Company completed two gevalacements as follows:

e Issued 3,100,000 flow-through units and 5,140,000-flow-through units a price of $0.10 per
unit, for gross proceeds of $824,000. Each flovetigh unit consisted of one common share and
one half share purchase warrant exercisable a@@ir$0.15 per share expiring on April 13, 2012.
Each non-flow-through unit consisted of one comsioere and one whole share purchase warrant,
exercisable at a price of $0.15 per share expom@pril 13, 2012.

» Issued 2,200,000 flow-through units and 9,800,000-ffow-through units a price of $0.05 per
unit, for gross proceeds of $600,000. Each flovetigh unit consisted of one common share and
one whole share purchase warrant exercisable teaqf $0.15 per share expiring on September
30, 2013. Each non-flow-through unit consisted oé @wommon share and one whole share
purchase warrant, exercisable at a price of $0etSlpare expiring on September 30, 2013.

Additional working capital was generated, durirggéll 2011, through a recovery from property settlietm
of $1,515,750 as a result of a recovery on its @rMongolian properties, as described in the fig€dl0
notes below.

During fiscal 2010, the Company signed a Sharetase Agreement (“SPA”) with Mangreat Group Ltd.
(“Mangreat”), the majority owner of ECM LLC (“ECM"providing for the sale of the Company's 5%
interest in ECM. The Company will receive up to 390,000 under certain conditions. Mangreat has
paid US$500,000 with a balance of US$1,500,000vdthén one year. The Company will transfer its 5%
interest in ECM and terminate its current litigatio Mongolia upon receipt of the first US$2,00@006

the property is sold or joint ventured to a thiadty for a value greater than US$40,000,000 the fizom

will receive an additional US$1,000,000. Under 8fRA the parties have also agreed to abandon all
litigation over the property and the license. Tempany has also made reports on the property and
exploration data available to the purchaser fareadf US$25,000.
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Results of Operations for the years ended Decembad, 2012 and 2011

This review of the Results of Operations shouldrdmad in conjunction with the consolidated financial
statements of the Company for the year ended Dezegih 2012.

2012 Financial Results

For the year ended December 31, 2012, the Compamoyded a loss of $2,128,790 compared to income
of $810,419 for the year ended December 31, 20h&. Gompany’s loss was driven by a write-off of
exploration and evaluation assets totalling $89®8Bich was the result of the Company choosingto$
exclusively on the Port Snettisham project instehids other projects. Loss from operating itemsswa
$1,219,848 and the Company expects to continueringdosses from operations during fiscal 2012 as
explores its properties.

Expenses

As noted above, operating expenses totaled $1,28 %08 the year ended December 31, 2012 compared to
$753,066 for the year ended December 31, 2011ilDefehe most significant items are as follows:

Administration fees, consulting fees, share-basedthpensation, investor relations, and property
investigation costs were increased to $172,0008 424, $249,838, $115,535 and $94,627 from $51,000,
$190,854, $188,480, $45,436 and $9,738 in fischl 2The increases resulted as the Company worked on
its exploration and evaluation assets, searchegof@ntial new projects, and pursued additionatesiof
capital during the year.

Professional fees consisted of accounting cos$38f490 (2011 - $80,035) and legal of $64,803 (2011
$54,836). Accounting costs decreased significaadla result of the Company’s improved efficiencg an
legal fees were increased as the Company’s geaetigity level increased from the prior year.

Rent and office of $48,216 and $31,217 increasenh $10,665 and $17,107 in fiscal 2011 as a result o
the Company changing its premises as more offiaeespras required to support increased activitén t
Company.

Travel and regulatory costs of $76,635 and $26/29%ined relatively consistent from the prior years
(2011 - $72,937 and $27,068).

SUMMARY OF QUARTERLY RESULTS

The following selected financial data have beempared in accordance with IFRS and should be read in
conjunction with the Company’s consolidated finahstatements. The following is a summary of selgct
financial data for the Company for its eight contgdiefinancial quarters ended December 31, 2012.

grL:]%rltjen;SEirrl]ded Dec. 31,| Sep. 30, Jun. 30, | Mar. 31, | Dec. 31,| Sep. 30,| Jun. 30, | Mar 31,

000's 2012 2012 2012 2012 2011 2011 2011 2011

Net income

(loss) (1,209) (381) (211) (328) 1,312 (171) (112) (219)

Earnings (loss

per share — basic

and diluted (0.02) (0.01) (0.01) (0.01) 0.02 (0.00) (0.00) (0.01)

Total asse 901 1,97: 2,27¢ 2,53( 2,417 1,041 68C 39C

Working capita 177 517 1,14(C 1,641 1,49t 56¢ 30C (2)
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During the quarter ended December 31, 2012, thepaagn decided to focus its exploration efforts
exclusively on the Port Snettisham project in Alskhich resulted in a write-off of exploration and
evaluation assets of $899,589.

During the quarter ended September 30, 2012, thmp@ny continued to explore its iron ore projects.
Significant exploration and evaluation advancesewarmmitted to mining companies for exploration
work. The Company also granted 1,110,000 optiomsaisable at a price of $0.10 for a period of five
years.

During the quarter ended June 30, 2012, the Compampleted a non-brokered private placement for
gross proceeds of $450,000 by issuing 6,000,008.ukifinder’s fee of 280,000 units was issued @ p

of the private placement. Each unit consists of oammon share and one share purchase warrant
exercisable at a price of $0.15 for a period of ywars.

During the quarter ended March 31, 2012, the Compatered into an option agreement to acquire 100%
of the Harris Group of properties located in BhtiSolumbia. In order to acquire the interest thenGany
was required to make cash payments totaling $100j@6ur $225,000 of work commitments, and issue
800,000 shares. The optionee retained a 2% NSFhweligld be reduced to 1% for $1,000,000 and to 0%
for an additional $2,000,000. The Company alsotgih 3,485,000 stock options exercisable at a pfice
$0.10 for a period of five years.

During the quarter ended December 31, 2011, thep@agnrecorded net income of $1,322,884 primarily
as a result of $1,511,021 from recovery of propétiyation, gain on farm-out arrangement of $42,40
recovery of exploration and evaluation costs of,828 and the Company lost $23,000 from unrealized
losses on marketable securities. Operating expdotdsd $263,804 for the quarter.

During the quarter ended September 30, 2011, tmep@ny completed a non-brokered private placement
and issued 2,200,000 flow-through units and 9,8 @on-flow-through units a price of $0.05 per unit
for gross proceeds of $600,000. Each flow-througit consisted of one common share and one whole
share purchase warrant exercisable at a price.05$@r share expiring on September 30, 2013. Each
flow-through unit consisted of one common share @mel whole share purchase warrant, exercisable at a
price of $0.15 per share expiring on Septembe28@3. The Company paid $44,250 in finder's fees in
connection with the private placement. The Commagyed option agreements to acquire the Pacific Rim
project in Alaska, the Rannie Lake project in Newvfdland and the Roberts Lake project in Quebec.

During the quarter ended June 30, 2011, the Compampleted a non-brokered private placement and
issued 3,100,000 flow-through units and 5,140,000-flow-through units a price of $0.10 per unity fo
gross proceeds of $824,000. Each flow-through emiisisted of one common share and one half share
purchase warrant exercisable at a price of $0.t5lpare expiring on April 13, 2012. Each non-flow-
through unit consisted of one common share anduode share purchase warrant, exercisable at a pric
of $0.15 per share expiring on April 13, 2012. Twmpany paid $61,680 in finder's fees in connection
with the private placement. The Company introduaettird party to the vendors of the Onjuul Coal
Property. The Company relinquished all title to gieperty and released all previous project tecinic
information to the third party in exchange for $3® of which $25,000 was paid upon execution ef th
agreement and $300,000 upon the third party acagu@9% of the Onjuul and Black Hole Coal Properties

During the quarter ended March 31, 2011, the Comgartered into option agreements to acquire gold
claims referred to as the Northern Treasure andBtiier Group, located in the Atlin Mining Divisidn
British Columbia, Canada. The Company also gra?t200,000 incentive stock options at $0.10 peioopti
for a period of five years to various directordjaafrs, employees and consultants.

Arrowstar Resources Ltd. December 31, 2012 ManageBiscussionand Analysis Page 6 of 11



LIQUIDITY AND CAPITAL RESOURCES

As at December 31, 2012 the Company has workinigatab $176,367 (December 31, 2011 — $1,495,000).

As a result of economic conditions, globally, théseuncertainty in capital markets and the Company
anticipates that it and others in the mineral resmgector will have limited access to capitalhaligh the
business and assets of the Company have not changesdtors have increased their risk premium and
their overall equity investment has diminished. T@empany continually monitors its financing
alternatives and expects to finance its fiscal 20p8rating overhead and acquisition and exploration
expenditures through a private placement.

The quantity of funds to be raised and the termangfequity financing that may be undertaken wél b
negotiated by management as opportunities to faigis arise. There can be no assurance that sodk fu
will be available on favorable terms, or at all.

The Company has no long-term debt obligations.

SHARE CAPITAL

(&) As of the date of the MDA the Company ha®68,369 issued and outstanding common shares. The
authorized share capital is unlimited no par valoilmmon shares.

(b) As at the date of the MDA the Company has 5J@®incentive stock options outstanding.
(c) As at the date of the MDA the Company has 88,200 outstanding share purchase warrants.

RELATED PARTY TRANSACTIONS

Key management personnel compensation for thegyeded December 31 was:

201z 2011

Shor-term benefit, paid or accrue:
Administration fee to a company controlled by Robert C $172,00( $ 51,00C
Consulting fee to a company controlled by Blaine Bai 42,00( 28,00(
Consulting fee to a company controlled by Peter Are 15,00( -
Consulting fee to Andrew Jarvi 12,00¢( -
Deferred exploration costo a company controlled by Phillip Thon 115,80 -
Property investigatic to a company controlled by Phillip Thon 3,11z -
$ 359,92 $ 79,00(
Share-based compensation $117,99! $114,92°
Total remuneration $477,915 $193,92°

Accounts payable and accrued liabilities as at Bégs 31, 2012 included $79,153 (2011 - $61,525)dowe
to a director and companies controlled by a directafficer.

These transactions were in the normal course afatipas and were measured at the exchange amount,
which is the amount of consideration establishaetlagreed to by the related parties.
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OFF BALANCE SHEET ARRANGEMENTS

The Company does not have any off-balance shestgements.

INVESTOR RELATIONS

The Company has engaged Lawrie Koyle to providestor relations, corporate communications, and
marketing services to the Company. The initial tesfithe engagement is twelve months beginning
September 26, 2012 with a monthly fee of $4,506 Tompany also issued Mr. Koyle 200,000 share
purchase options exercisable at a price of $0.4fM@years. The options vest over a twelve matiod.

PROPOSED TRANSACTIONS

The Company has no proposed transactions.

RECOVERY FROM PROPERTY SETTLEMENT

During the year ended December 31, 2011, the Coynpnognized a recovery from property settlement
of $1,515,750. Please see note 12 of the consetlldatancial statements for details.

UPCOMING ACCOUNTING PRONOUNCEMENTS

A number of new standards, amendments to standardsinterpretations are not yet effective as of
December 31, 2012 and have not been applied irmprepthese consolidated financial statements.

Financial instruments

IFRS 7 — Financial Instruments: Disclosures appliedffsetting financial assets and financial lidieis in
accordance with IAS 32. The amendments are effe@ivannual periods beginning on or after Jantary
2013 with early adoption permitted.

Financial instruments

IFRS 9 - Financial Instruments: Classification &ehsurement, effective for annual periods beginnimg

or after January 1, 2015, with early adoption p#edj introduces new requirements for the classific

and measurement of financial instruments. Manageamitipates that this standard will be adoptetthén
Company's consolidated financial statements forpiigod beginning January 1, 2015, and has not yet
considered the potential impact of the adoptioH-&%S 9.

Consolidation

The IASB issued IFRS 10 - Consolidated Financiateshents in May 2011. IFRS 10 establishes pringiple
for the presentation and preparation of consoldifiteancial statements when an entity controls one
more other entities and replaces current standardnsolidation, IAS 27 - Consolidated and Separat
Financial Statements and SIC-12, with a singledstechon consolidation. IFRS 10 has an effective dét
January 1, 2013. The Company is currently evalgdtie impact the final standard is expected to tewve
its consolidated financial statements.

Joint ventures

The IASB issued IFRS 11 — Joint Arrangements on M2y2011. IFRS 11 eliminates the Company’s
choice to proportionately consolidate jointly caflied entities and requires such entities to beacted
for using the equity method and proposes to estalaliprinciples-based approach to the accounting fo
joint arrangements which focuses on the naturengxnd financial effects of the activities thatesmity
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carries out through joint arrangements and itsregtual rights and obligations to assets and liads|
respectively, of the joint arrangements. This amesnt is effective for annual periods beginning on o
after January 1, 2013. The Company is currentlyuadimg the impact IFRS 11 is expected to havet®n i
consolidated financial statements.

Interests in other entities

The IASB issued IFRS 12 — Disclosure of Interest®ther Entities in May 2011 and it applies to ainu
periods beginning on or after January 1, 2013. IHRSequires disclosure of an entity's interests in
subsidiaries, joint arrangements, associates amodnsgolidated 'structured entities’. The Company is
evaluating the impact the final standard will hawveits consolidated financial statements.

Fair-value measurement

IFRS 13 - Fair Value Measurement: effective foraaimperiods beginning on or after January 1, 20418,
early adoption permitted, sets out in a single IBREamework for measuring fair value and new resyli
disclosures about fair value measurements. Managieamticipates that this standard will be adopted i
the Company's financial statements for the perigirining April 1, 2013, and has not yet considehed
potential impact of the adoption of IFRS 13.

RISKS AND UNCERTAINTIES

The Company’s principal activity is resource prdapeaxxploration and development. Companies in this
industry are subject to many and varied kinds sis; but not limited to, environmental, mineralcps,
political, and economical.

The Company will take steps to verify the titleatwy properties in which it has an interest, in adance
with industry standards for the current stage qfi@ation of such properties. These proceduresalo n
guarantee the Company’s title. Property titles mapubject to unregistered prior agreements osfeeas
and title may be affected by undetected defects.

The Company has no significant sources of operatisy flow and no revenue from operations. Addiion
capital will be required to fund the Company’s exption program. The sources of funds availablié¢o
Company are the sale of equity capital or the oftgof an interest in its project to another paftiere is
no assurance that it will be able to obtain adextiatincing in the future or that such financingdl Wwe
advantageous to the Company.

The property interests to be owned by the Compaity which it may acquire an option to earn antiese
are in the exploration stages only, are withoutkmdodies of commercial minerals and have no orggoin
operations. Mineral exploration involves a high megof risk and few properties, which are exploerd,
ultimately developed into production. If the Comparefforts do not result in any discovery of conmial
minerals, the Company will be forced to look foneat exploration projects or cease operations.

The Company is subject to the laws and regulatielasing to environmental matters in all jurisdicts in
which it operates, including provisions relatingpt@perty reclamation, discharge of hazardous rigdger
and other matters. The Company may also be hdligIsfnould environmental problems be discovered tha
were caused by former owners and operators ofdggpties in which it previously had no interesteT
Company is not aware of any existing environmeptablems related to any of its current or former
properties that may result in material liabilitteshe Company.
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FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Fair value estimates of financial instruments amdenat a specific point in time, based on relevant
information about financial markets and specifitaficial instruments. As these estimates are sidgec
in nature, involving uncertainties and matters ighgicant judgment, they cannot be determined with
precision. Changes in assumptions can signifigaffect estimated fair values.

The fair value of cash and marketable securitiesnagasured at Level 1 of the fair value hierarchle
carrying value of receivables, accounts payableaaadued liabilities and note payable approximiagirt
fair value because of the short-term nature ofelestruments.

Financial risk factors

Fair value estimates of financial instruments amdenat a specific point in time, based on relevant
information about financial markets and specifitaficial instruments. As these estimates are sigec
in nature, involving uncertainties and matters ighgicant judgment, they cannot be determined with
precision. Changes in assumptions can signifigaftect estimated fair values.

Financial instruments measured at fair value assified into one of three levels in the fair vatigrarchy
according to the relative reliability of the inputsed to estimate the fair values. The three lexfdlse 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 dikect
or indirectly; and
» Level 3 - Inputs that are not based on observabh&ehdata

The fair value of cash and marketable securitiesnagasured at Level 1 of the fair value hierarchle
carrying value of receivables, and accounts payabtk accrued liabilities approximate their fairual
because of the short-term nature of these instrtanen

Financial risk factors

The Company'’s risk exposures and the impact orCidmapany’s financial instruments are summarized
below:

Credit risk

Credit risk is the risk of loss associated withmteuparty’s inability to fulfill its payment obligens. The
Company'’s credit risk is primarily attributabledash and receivables. Management believes thatedd
risk concentration with respect to financial instents included in receivables is remote and hasgitepl
cash in high credit quality financial institutions.

Liquidity risk

The Company’s approach to managing liquidity ristoiensure that it will have sufficient liquidity meet
liabilities when due. As of December 31, 2012 @@mpany had cash balance of $297,332 (2011 -
$1,654,511) to settle current liabilities of $178)32011 - $213,959). All of the Company’s finalci
liabilities have contractual maturities of lessrl®) days and are subject to normal trade terms.

Market risk

Market risk is the risk of loss that may arise frohanges in market factors such as interest rfatesgn
exchange rates, and commodity and equity pricesoulits exposed to market risk include marketable
securities of $5,000 (2011 - $22,000).
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Interest rate risk

The Company has cash balances and no interestipatebt. The Company’s current policy is to invest
excess cash in investment-grade demand investrissusd by its banking institutions. The Company
periodically monitors the investments it makes enshtisfied with the credit ratings of its banks.

Foreign currency risk

The Company is exposed to foreign currency risklactuations related to assets and liabilities trat
denominated in US Dollars. Amounts exposed toigoreurrency risk include cash of US$561 as of
December 31, 2012 (2011 - US$10,266).

Price risk

The Company is exposed to price risk with respectommodity and equity prices. Equity price risk i
defined as the potential adverse impact on the @owip profit or loss due to movements in individual
equity prices or general movements in the levéhefstock market. Commaodity price risk is definedtee
potential adverse impact on profit or loss and eatn value due to commodity price movements and
volatilities. The Company closely monitors commugditices, individual equity movements and the stock
market to determine the appropriate course of adtiobe taken by the Company. Fluctuations in value
may be significant.

CAPITAL MANAGEMENT

The Company defines capital that it manages agkbhers’ equity, consisting of issued common share
stock options and warrants.

The Company manages its capital structure and naajastments to it, based on the funds availabileeo
Company, in order to support the acquisition, esgilon and development of exploration and evalumatio
assets. The Board of Directors does not estaflisimtitative return on capital criteria for managei

but rather relies on the expertise of the Companyamagement to sustain future development of the
business.

The property in which the Company currently hasirderest is in the exploration stage; as such the
Company has historically relied on the equity megke fund its activities. The Company will contento
assess new properties and seek to acquire ansnieradditional properties if it feels there idfmient
economic potential and if it has adequate finanesburces to do so.

Management reviews its capital management appraaelm ongoing basis and believes that this approach
given the relative size of the Company, is reaskendathe Company is not subject to externally impose
capital restrictions.

FORWARD-LOOKING STATEMENTS

All statements in this report that do not direethd exclusively relate to historical facts constitiorward-
looking statements. These statements represef@dhmpany’s intentions, plans, expectations and helie
and are subject to risk, uncertainties, and othetofs of which many are beyond the control of the
Company. These factors could cause actual resoltdiffer materially from such forward-looking
statements. The Company disclaims any intentioobtigation to update or revise any forward-looking
statements, as a result of new information, fuawents or otherwise.

APPROVAL
The Board of Directors of the Company has apprdalhediisclosures in this MDA.

Additional information on the Company availableatigh the following source: www.sedar.com.
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