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MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2013

REPORT DATE
July 24, 2014

This Management Discussion and Analysis (the “MDgfpvides relevant information on the operations
and financial condition of Arrowstar Resources L{ttie “Company”) for the year ended December 31,
2013.

The Company’s activities are primarily directed #&ds acquisition and exploration of exploration and

evaluation assets. The realization of amounts showexploration and evaluation assets is dependent
upon the discovery of economically recoverable meseand future profitable production, or proceeds

from the disposition of these assets. The carryialyies of exploration and evaluation assets do not
necessarily reflect their present or future values.

All monetary amounts in this MDA and in the condatied financial statements are expressed in
Canadian dollars, unless otherwise stated. Finamegults are being reported in accordance with
International 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 faatroft to
state a material fact required to be stated orithaécessary to make a statement not misleadifighin

of the circumstances under which is it was mad#) vaspect to the period covered by these filiagsl
these consolidated financial statements togethiér ather financial information included in thesknfis,
The Board of Directors’ approves the consolidatedrifcial statements and MDA and ensures that
management has discharged its financial respoiti€bil The Board’s review is accomplished prindipal
through the Audit Committee, which meets periodyctd review all financial 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, 2013 wddaatbe found on SEDAR at www.sedar.com.

The Company is a reporting issuer in each of tleeipces of British Columbia and Alberta. Its heamtl
principal office is located at 880 — 800 West Per#tecet Vancouver, British Columbia, V6C 2V6.

OVERALL PERFORMANCE

EXPLORATION PROJECTS

The Company is diversifying its approach to inuegtin minerals by targeting the acquisition of patg

or alternatively the development of projects inherger time frame to diversify investment risk and
produce cash flows that are more certain. A susthitecline in the iron ore price signals the neiiny
regime we are facing.

To this end the Company has investigated gold, @gmmtimony and tin projects in the Americas and
Latin America and also upstream processing plamtsdpper concentration.

Our focus today is primarily exploring for iron ooa the Port Snettisham property that could haee th
potential to create a cash flow within a reasongleléod of time with an achievable investment styst
and mine plan approvals.

The Company'’s focus is as follows:
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Alaska USA — Port Snettisham Property

The Snettisham Iron Ore (magnetite) Deposit istextan the Snettisham Peninsula on the south side o
Port Snettisham and west of Gilbert Bay, about 3@svsoutheast of Juneau, Alaska. The latest
exploration work prior to 2013 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 Marcongdation in joint venture with Marubeni in the
late 1960's.

The Company has completed a program of measursgntignetic field intensity (in nano teslas) of the
claims and conducted some geochemistry analysis0@nrock chip float samples to correlate the Fe
magnetic and total Fe values with the magneticeptgtlity values. Further beneficiation testsgrind
size, Fe and other element liberation has also beeducted with pleasing results.

The Company now has sufficient data for a diamaniltl gtogram to determine an inferred or indicated
NI 43-101 resource estimate. A drill program aienholes has been planned and in May 2013 each of
the sites were surveyed and a work program sulihitt¢éhe Bureau of Land Management in Juneau.

This project is a magnetite deposit with sampleslysed in the 1960’s showing titanium and vanadium
on the Snettisham Peninsula. Ore has been subjectsleral programs of beneficiation test work and
reports indicate that the ore is amenable to bottadd wet magnetic separation. It is possiblertaipce

an iron ore concentrate containing in excess of 6@%The concentrate can then be smelted to produce
pig iron. On average, the Snettisham deposit ieVed to contain: 18% - 20% Fe magnetite, 2% - 6%
titanium, c. 0.05% vanadium and c. 0.01% platinuBource: Scoping Study Proposal for the
Metallurgical Development of Snettisham Titano-Metite Deposit. Tata Steel Consulting — Jan 2011).
A 43-101 D report was submitted to the TSX in M&L2 outlining the previous work done.

However, it appears that the USGS drilling proj@itsed the deposit completely (that appears fran th
geophysics to be made up of a series of vein litaugions), and the above values reflect material
analysis on material around this rich magnetitensei Analysis completed on rock chip samples by
Arrowstar show grades as high as 57% Fe with 35%hisf material being magnetite and the balance
being altered magnetite or hematite.

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

of the Interior, Bureau of Mines, who drilled 11lé& conducted a geophysical survey over the banty,
had beneficiation tests done on the ore. The magHdmaring pyroxenite intrusive occupies a langhar
of approximately 390 acres along the northeastesbbthe Snettisham Peninsula. The work outlined a
magnetite rich area of pyroxenite about 2,400 liged,600 feet in area with a vertical extent of0D feet

at an average SG of 5.1 representing an estimatatibal resource deposit of one billion metrinnes.

Altitudes ranged from sea level to 1000 feet. Tiimxyenite extends to the northwest under the watkrs
Snettisham Inlet for an unknown distance. A sectib1900 feet of the deposit was explored to atdep
of 1000 feet, totaling 6,546 linear feet of driblas. The work done by the Bureau of Mines indidate
favorably-situated, potentially-large deposit camitgy titaniferous magnetite that can be recoversd
high-grade magnetite, using standard, comparatil@lycost methods of beneficiation. A qualified
person has not done sufficient work to classify tiistorical estimate as current mineral resouraas,
the Company is not treating the historical estinsat@ current mineral resource.

In 1969, Marcona Corporation optioned the iron d@pand carried out extensive exploration including
diamond drilling and metallurgical tests. It wapaged in 1969, that Marcona Corporation and the
Marubeni Company of Japan, had developed planselietige two to four million tons of iron ore
annually. By 1970, Marcona completed a feasib#iiydy on the deposit and announced plans to put the
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deposit into production at a rate of 5 million tmisoncentrate per year over a 50 year mine Staté of
Alaska, Mines Bulletin, February 1970.) Howevegnirore prices declined and the project did not
proceed.

Work Program Timeline — Two Phase Program

The work program below is planned subject to inwesit funding. A two phase, drilling exploration
program is proposed to complete the drilling neargsto confirm a CIM and NI 43-101 compliant
inferred (and possibly indicated) mineral resouncthe Snettisham area.

August -Dec 2014

e In phase one, a nine hole diamond drilling prograith a budget of $1.5m is contemplated
with between 2,500-3000 metres of diamond corehennbagnetic anomaly highs from the
ground geophysics. This will also delineate thptideof the deposit and 750 metre oval pit
outline.

Jan — June 2015

* A second phase drilling program is contemplatech i0-24 drill holes planned to enable
sufficient data to be collected to produce a meskundicated and inferred resource estimate
and proven and probable reserve estimate. Follothiisga mining plan will be produced and a
banking feasibility study. To complete the projacthis time frame two drilling rigs may be
required to operate simultaneously.

The field season in the Snettisham region extengi®m March through to November. While it is
possible to drill during the winter, it becomes yéarmefficient when drilling shorter holes and fag i
very prevalent in the October — November monthseitimy helicopter and seaplane movements. If
chemical and petrological analysis results aredeadgle from the first drilling program, then thesed
program with drilling at closer spacing will be vagd to identify a measured or indicated resource.

Phillip Thomas, BSc Geol, MBus, MAIG, MAIMVA, CMV ®irector, and Qualified Person under NI
43-101, has read and approved the technical infimmabove on the Snettisham project.

SELECTED ANNUAL INFORMATION

The following selected financial data have beemared 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 thenGany for and as of the end of the last three cetegl
financial years.

December 31, December 31, December 31,
Financial Year Ended 2013 2012 2011
Net loss (640,556) (2,128,790) 810,419
Loss per shar— basic and dilute (0.C1) (0.03 0.0z
Exploration and evaluation ass 637,71¢ 519,54¢ 706,69:
Total asse 658486 900,53t 2,417,06!
Working capital (deficiency (436,892) 176,36 1,495,001
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Overview
Fiscal 2013

During fiscal 2013, the Company raised $43,300dsyiing 1,443,333 units. Each unit consisted of one
common share and 1/4 share purchase warrant. Baalle warrant is exercisable at a price of $0.05afor
period of one year.

The Company continued to work on the Port Snettisharoject in Alaska, USA (see “Overall
Performance, Exploration Projects”).

Fiscal 2012

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 issuecdh#s p
of the private placement. Each unit consists of oommon 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 exploration awaluation assets eventually deciding to focus
exclusively on the Port Snettisham project in Atskhich resulted in all other exploration and
evaluation projects being written-off.

Fiscal 2011

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

e Issued 3,100,000 flow-through units and 5,140,000-ftow-through units a price of $0.10 per
unit, for gross proceeds of $824,000. Each flowetigh unit consisted of one common share and
one half share purchase warrant exercisable atca pf $0.15 per share expiring on April 13,
2012. Each non-flow-through unit consisted of oammon share and one whole share purchase
warrant, exercisable at a price of $0.15 per sbap@ing on April 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 flovedtigh unit consisted of one common share and
one whole share purchase warrant exercisable iteqf $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 $0etSipare expiring on September 30, 2013.

Additional working capital was generated, duringcéil 2011, through a recovery from property
settlement of $1,515,750 as a result of a recowerigs former Mongolian properties, as describethn
fiscal 2010 notes below.

Results of Operations for the years ended Decembad, 2013 and 2012

This review of the Results of Operations shouldrdmad in conjunction with the consolidated financial
statements of the Company for the year ended Dezefih 2013.

2013 Financial Results

For the year ended December 31, 2013, the Commauyded a loss of $640,556 compared to a loss of
$2,128,790 for the year ended December 31, 2012.nidst significant reasons for the large difference
was 1) Management's efforts to reduce overhead) géneral expenses decreasing to $588,635 from
$1,219,848 and 2) Write-off of exploration and erion assets being significantly reduced to $3%,00
from $899,589 in the prior year. The Company expéot continue incurring losses from operations
during fiscal 2014 as it explores its properties.
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Expenses

As noted above, operating expenses totaled $588x83be year ended December 31, 2013 compared to
$1,219,848 for the year ended December 31, 2012ilDef the most significant items are as follows:

Administration fees, consulting fees, investor tieles, office, professional fees, property investion,
share-based payments, and travel were all significaeduced by $100,000; $122,601; $20,056;
$15,941; $31,358; $94,627; $218,901; and $65,22dectively. This reduced expenses by $659,625. The
significant savings was a result of management'goiny efforts to improve efficiency and reduce
overhead.

SUMMARY OF QUARTERLY RESULTS

The following selected financial data have beempgred in accordance with IFRS and should be read in
conjunction with the Company’s consolidated finahcstatements. The following is a summary of
selected financial data for the Company for itsheigpmpleted financial quarters ended December 31,
2013.

Q;‘\?&e&n‘fg?fd Dec. 31,| Sep. 30,/ Jun. 30, | Mar. 31, | Dec. 31,| Sep. 30,/ Jun. 30,| Mar. 31,
000’ 2013 | 2013 | 2013 | 2013 | 2012 | 2012 | 2012 2012

Net 1os: (223) | (101 (139)| (178 ] (1,209 | (381 (211 (328)
Loss per shar-

basic and

diluted 0.01)] (0.01)] (0.01)] (0.01)| (0.02)] (0.01)] (0.01) (0.01)
Total asse 65¢ 63¢ 64€ 72¢ 901| 1,97¢| 2,27 2,53(
Working capite | (437) | (226 (161 2 177 517| 1,14 1,641

Comparing the quarter ended December 31, 2013etgtior quarter ended, consulting fees, investor
relations, and professional fees all increased 3,000, $63,851, $26,297 respectively. The incease
were the result of the Company trying to locateitimtthl sources of financing to advance the Port
Snettisham project. Expense items not relatedaibgbal: rent and travel decreased by $4,440 ar@B85
while share-based payments decreased by $3,9@svas dptions vested during the quarter.

LIQUIDITY AND CAPITAL RESOURCES

As at December 31, 2013 the Company has a workipgat deficit of $436,892 (December 31, 2012 —
surplus of $176,367).

As a result of economic conditions, globally, théseuncertainty in capital markets and the Company
anticipates that it and others in the mineral res®sector will have limited access to capitalhaligh

the business and assets of the Company have nogethainvestors have increased their risk premium
and their overall equity investment has diminish€de Company continually monitors its financing
alternatives and expects to finance its fiscal 20pérating 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.
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SHARE CAPITAL

(a) As of the date of the MDA the Company ha8649,702 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 5400@incentive stock options outstanding.
(c) As at the date of the MDA the Company has &8 outstanding share purchase warrants.

RELATED PARTY TRANSACTIONS

Key management personnel include those personsdhaithority and responsibility for planning, diiag and
controlling the activities of the Company as a vehdthe Company has determined that key manageneesdrmel
consist of executive and non-executive membersi®fGompany’s Board of Directors and corporate eficdkey
management personnel compensation for the yeadddelesember 31 was:

2013 201z
Shor-term benefits, paid or accrue
Administration fees to a company controlled by Rokarc $ 72,00 $ 172,00
Consulting fees to a company controlled by Blaiaddy 42,00( 42,00(
Consulting fees to a company controlled by Petend - 15,00(
Consulting fees to Brian Asht 6,00( -
Consulting fees to Andrew Jar 12,00( 12,00(
Deferred exploration costs to a company contrdbg€hillip Thoma 28,25 115,80°
Property investigation to a company controlled hillip Thomas 3,11z

$ 160,25, $ 359,92

Shar-basecpayment $ 19,93 $ 117,99

Total remuneration $ 180,181 $477,915

Accounts payable and accrued liabilities as at Bgz 31, 2013 included $183,754 (2012 - $79,153)
owed to a director and companies controlled byrecttr or officer.

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.

OFF BALANCE SHEET ARRANGEMENTS

The Company does not have any off-balance shestigements.

INVESTOR RELATIONS

The Company has engaged Lawrence Koyle to prowdestor relations, corporate communications, and
marketing services to the Company. The initial terftthe engagement was twelve months beginning
September 26, 2012 with a monthly fee of $4,506 Toompany also issued Mr. Koyle 200,000 share
purchase options exercisable at a price of $0.10ife years. The options vested over a twelve tmont
period. The Company elected to not continue itarashwith Mr. Koyle in November, 2013.

PROPOSED TRANSACTIONS

The Company has no proposed transactions.
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UPCOMING ACCOUNTING PRONOUNCEMENTS

Certain new standards, interpretations and amentsnterexisting standards are not yet effective fas o
December 31, 2013, see note 2 of the Decembel033B, fhancial statements for details.

RISKS AND UNCERTAINTIES

The Company’s principal activity is resource prdpeaxxploration 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 ipagubject to unregistered prior agreements osfeeas
and title may be affected by undetected defects.

The Company has no significant sources of operatiagh flow and no revenue from operations.
Additional capital will be required to fund the Cpany's exploration program. The sources of funds
available to the Company are the sale of equitytalapr the offering of an interest in its project
another party. There is no assurance that it wilbble to obtain adequate financing in the futuréhat
such financing will be advantageous to the Company.

The property interests to be owned by the Companiy avhich it may acquire an option to earn an
interest are in the exploration stages only, atbawit known bodies of commercial minerals and have
ongoing operations. Mineral exploration involvehigh degree of risk and few properties, which are
explored, are ultimately developed into productitihthe Company's efforts do not result in any
discovery of commercial minerals, the Company wél forced to look for other exploration projects or
cease operations.

The Company is subject to the laws and regulatietading to environmental matters in all jurisdicts

in which it operates, including provisions relatitg property reclamation, discharge of hazardous
materials and other matters. The Company may atshetd liable should environmental problems be
discovered that were caused by former owners ardatg's of its properties in which it previouslydha
no interest. The Company is not aware of any exisgénvironmental problems related to any of its
current or former properties that may result ingriat liabilities to the Company.

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 sigec
in nature, involving uncertainties and matters ighgicant judgment, they cannot be determined with
precision. Changes in assumptions can signifigaffect estimated fair values.

Financial instruments measured at fair value aassified into one of three levels in the fair value
hierarchy according to the relative reliability tfe inputs used to estimate the fair values. Theeth
levels of the fair value hierarchy are:

» Level 1 — Unadjusted quoted prices in active markatidentical 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
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The fair value of cash and marketable securitiesnagasured at Level 1 of the fair value hierarchle
carrying value of receivables, exploration and eatibn advances, and accounts payable and accrued
liabilities approximate their fair value becauseha short-term nature of these instruments.

Financial risk factors

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

Credit risk

Credit risk is the risk of loss associated with mteuparty’s inability to fulfill its payment obligmns.

The Company’s credit risk is primarily attributatite cash and receivables. Management believes that
the credit risk concentration with respect to ficiahinstruments included in receivables is rermene

has deposited cash in high credit quality finanicistitutions.

Liquidity risk

The Company’s approach to managing liquidity riskd ensure that it will have sufficient liquidity
meet liabilities when due. As of December 31, 2€H8 Company had cash balance of $3,988 (2012 -
$297,332) to settle current liabilities of $457,6&912 - $178,390). All of the Company’s financial
liabilities have contractual maturities of lessrtt®) 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 rftesgn
exchange rates, and commodity and equity pricesoulats exposed to market risk include marketable
securities of $400 (2012 - $5,000).

Interest rate risk

The Company has cash balances and no interestigatebt. 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$954 as of
December 31, 2013 (2012 - US$561).

Price risk

The Company is exposed to price risk with respectoimmodity 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 levahefstock market. Commaodity price risk is defined a
the potential adverse impact on profit or loss eoghomic value due to commodity price movements and
volatilities. The Company closely monitors commugdtices, individual equity movements and the stock
market to determine the appropriate course of adtiobe taken by the Company. Fluctuations in value
may be significant.
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CAPITAL MANAGEMENT

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

The Company manages its capital structure and medjeistments to it, based on the funds available to
the Company, in order to support the acquisitioxplaration and development of exploration and
evaluation assets. The Board of Directors doesestablish quantitative return on capital critéioa
management, but rather relies on the expertisehef Gompany’'s management to sustain future
development of the business.

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

Management reviews its capital management appraectan ongoing basis and believes that this
approach, given the relative size of the Companyeasonable. The Company is not subject to extgrna
imposed capital restriction¥here were no changes to the Company’s approachgital management during
the year.

FORWARD-LOOKING STATEMENTS

All statements in this report that do not direcigd exclusively relate to historical facts consgtitu
forward-looking statements. These statements repteébe Company’s intentions, plans, expectations
and belief, and are subject to risk, uncertainéesl other factors of which many are beyond thdrobn

of the Company. These factors could cause actsaltseto differ materially from such forward-loolgin
statements. The Company disclaims any intentioabligation 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 availablediigh the following source: www.sedar.com.
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