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NOTICE TO READER

Pursuant to National Instrument 51-102, Part 4sseation 4.3(3)(a) issued by the Canadian Securities
Administrators, if an auditor has not performeceaiew of the interim condensed financial statements
they must be accompanied by a notice indicatingtttefinancial statements have not been reviewed b

an auditor.

The condensed consolidated interim financial statémof the Company for the second quarter ended
June 30, 2015 have been prepared by and are thensaisility of the Company's management.

The Company's independent auditors have not peeidrian review of these unaudited condensed
consolidated interim financial statements in acaoo® with the standards established by the Canadian
Institute of Chartered Accountants for a reviewirdérim condensed financial statements by an éstity

auditor.



ARROWSTAR RESOURCES LTD.

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANGL POSITION

(Unaudited — Expressed in Canadian Dollars)

June 30, December 31,
2015 2014
ASSETS
Current
Cash (Note 3) $ 54,262 $ 136,845
Marketable securities (Note 4) 600 1,100
Receivables (Note 5) 17,307 14,737
Prepaid expenses 8,152 3,863
80,321 156,545
Deposit(Note 6) 4,000 4,000
$ 84,321 % 160,545
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities (Note 7) $ 830,601 $ 769,289
Shareholders’ equity
Share capital (Note 8) 18,728,826 18,580,746
Subscriptions Received in Advance - 139,800
2,998,897 2,996,933

Reserve (Note 8)

(22,326,223)

Deficit (22,474,003)
(746,280) (608,744)
$ 84,321 % 160,545
Nature of operations and going conceriiNote 1)
On behalf of the Board:
“Phillip Thomas” Director “Blaine Bailey” Director

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



ARROWSTAR RESOURCES LTD.

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF COMPRIENSIVE LOSS
FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30

(Unaudited — Expressed in Canadian Dollars)

Three Three Six Six
Months Months Months Months
Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2015 2014 2015 2014
EXPENSES
Administration fees $ 242 % 400 $ 410 $ 6,800
Consulting fees 77,83. 31,50 159,332 63,000
Foreign exchange loss (5,322 (5,607 3,589 (5,757)
Insurance 4,18: 6,02¢ 6,649 8,987
Investor relations 23C 30t 485 585
Office 245 41¢ 1,427 776
Professional fees 6,697 22,95¢ 11,391 30,882
Rent 99¢ - 1,663 -
Regulatory fees 2,75¢ 1,56: 10,059 7,797
Share-based compensation (Note 8) - - 1,964 3,804
(87,860 (57,563 (196,969) (116,874)
Gain on settlement of accounts payable (Note 7) - - 49,689 -
Unrealized gain/(loss) on marketable securitiesté¢Nt) (1,200 - (500) 300
(1,100 - 49,189 300
Loss and comprehensive loss for the year $ (88,960) $ (57,563) $ (147,780) $ (5T8)
Loss per common share
-Basic and diluted $ (0.01) $ (0.01) $ (0.02) $ (0.01)
Weighted average number of common shares outstandin
-Basic and diluted 9,464,92 6,984,47 8,765,996 6,984,470

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



ARROWSTAR RESOURCES LTD.

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH.PWS
FOR THE SIX MONTH PERIOD ENDED JUNE 30

(Unaudited — Expressed in Canadian Dollars)

2015 2014

CASH FLOWS FROM OPERATING ACTIVITIES

Loss for the period $ (147,780) $ (59,011)
Items not affecting cash:
Gain on settlement of debt (49,689) -
Share-based compensation 1,964 3,804
Unrealized (gain)/loss on marketable securities 500 (300)
Changes in non-cash working capital items:
Increase in receivables (2,570) (1,992)
(Decrease)/Increase in prepaid expenses (4,289) 2,959
Increase (decrease) in accounts payable and aclabdities 111,001 53,701
Net cash used in operating activities (90,863) (839)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of shares 9,030 -
Share issue costs (750) -
Net cash provided by financing activities 8,280 -
CASH FLOWS FROM INVESTING ACTIVITIES
Net cash provided by investing activities - -
Change in cash during the period (82,583) (839)
Cash, beginning of period 136,845 3,988
Cash, end of period $ 54,262 $ 3,149
Cash paid during the year for:
Income taxes $ - $ -

Interest - -

Supplemental disclosure with respect to cash flon®ote 11)

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



ARROWSTAR RESOURCES LTD.

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGEIN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2014 AND THE SIX MMOJH PERIOD ENDED JUNE 30, 2015
(Unaudited — Expressed in Canadian Dollars)

Common shares Reserves
Subscriptions
Number of received in
shares Amount Options Warrants advance Deficit Total

Balance, December 31, 2013 6,984,421 18,580,746 ,90233 94,200 - (21,376,852) 200,827

Subscriptions received in advance - - - - 39,800 - 139,800

Loss and comprehensive loss - - - - - (949,371) (949,371)
Balance, December 31, 2014 6,984,421 $ 18,580,746 2®02,733 $ 94,200 $ 139,800 $ (22,326,223) $ (608,744)
Shares issue for:

Private placement — units 2,480,500 148,830 - - (139,800) - 9,030
Share issue costs - (750) - - - - (750)
Share-based compensation - - 1,964 - - - ,9641
Loss and comprehensive loss - - - - - (147,780) (147,780)

Balance, June 30, 2015 9,464,921 $ 18,728,826 $04K97 $ 94,200 $ - $ (22,474,003) $ (746,280)

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



ARROWSTAR RESOURCES LTD.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
JUNE 30, 2015

(Unaudited — Expressed in Canadian Dollars)

1. NATURE OF OPERATIONS AND GOING CONCERN

Arrowstar Resources Ltd. (the “Company”) was impasated on October 14, 1987 under the laws ofidBrit
Columbia. The Company’s head office address is 23087 West Hastings Street Vancouver, B.C. V6E.2K3
The Company is listed on the TSX Venture exchand@&X-V”) under the symbol AWS. To date, the
Company has not earned operating revenue.

During the year ended December 31, 2014, all efilsued common shares and equity instrumentseof th
Company were consolidated on the basis of 10 pneaimlation common shares/equity instruments fpo4t-
consolidation common share/equity instrument. Asesult of the consolidation, all share and perahar
information in the financial statements has bestated to reflect the consolidation.

The Company is in the process of acquiring itsl@gtion and evaluation assets and has not yetrdated
whether the properties contain reserves that avaagaically recoverable. The recoverability of #mounts
shown for exploration and evaluation assets anataeldeferred exploration costs are dependent tipon
existence of economically recoverable reservesatiility of the Company to obtain necessary finagcio
complete the development of those reserves and fuphare profitable production.

As at June 30, 2015, the Company has a workingalageficit of $750,280 (December 31, 2014 — $642)7
and an accumulated deficit of $22,474,003 (DecerBlteP014 - $22,326,223). The Company expectsdarin
further losses in the development of its busin€besse material uncertainties may cast significaniod on the
Company'’s ability to continue as a going concerhe TCompany's ability to continue its operations #md
realize its assets at their carrying values is ddpet upon obtaining additional financing and gatieg
revenues sufficient to cover its operating costs.

These condensed consolidated interim financiagéstants do not give effect to any adjustments whichld
be necessary should the Company be unable to centis a going concern and thus be required tazeeidi
assets and discharge its liabilities in other tttnnormal course of business and at amounts eliffdrom
those reflected in these financial statements.

2. SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

These financial statements have been preparedrasdmied in Canadian dollars in accordance with 34S
‘Interim Financial Reporting’ (“IAS 34”) using acoating policies consistent with International Fingh
Reporting Standards (“IFRS”) issued by the Intdomtl Accounting Standards Board (“IASB”) and
Interpretations of the International Financial Rejng Interpretations Committee (“IFRIC").

The financial statements were authorized for idguthe Board of Directors on August 31, 2015.

Basis of presentation

The financial statements have been prepared ohisterical cost basis except for certain non-curgessets
and financial instruments, which are measurediatvédue. In addition, these financial statemeragsenbeen
prepared using the accrual basis of accountingemxfor cash flow information. The comparative figsi
presented in these financial statements are inrdanoe with IFRS and have not been audited.

The preparation of financial statements in confoymith 1AS 34 requires management to make judgsient
estimates and assumptions that affect the apmitati policies and reported amounts of assets iabdities,
income and expenses. Actual results may differ filoese estimates. These financial statements dimclate
all of the information required for full annual &incial statements. The accounting policies sebelaw have
been applied consistently to all periods preseintdidese financial statements.



ARROWSTAR RESOURCES LTD.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
JUNE 30, 2015

(Unaudited — Expressed in Canadian Dollars)

2.

SIGNIFICANT ACCOUNTING POLICIES (contd...)

Basis of presentation(cont'd...)

The significant accounting policies for the quardee consistent with those disclosed in the auditeaual
financial statements for the year ended December2814 except as specified below. The accompanying
financial statements should be read in conjunctiath the Company’s audited consolidated financial
statements for the year ended December 31, 2014.

Basis of consolidation

These consolidated financial statements of the Gmypnclude the balances of its subsidiary, Guésid
Alaska Inc. (USA), which is a wholly owned subsigiancorporated in the state of Alaska, USA.

The Company consolidates its subsidiary on thesb#sit it controls the subsidiary through its apilio
govern its financial and operating policies.

All intercompany transactions and balances areieditad on consolidation.

New standards and interpretations not yet adopted

Certain new standards, interpretations, amendnaentsmprovements to existing standards were isbyete
IASB or IFRIC that are mandatory for accounting ipgs beginning on or after January 1, 2015. The

following have not yet been adopted by the Compand/are being evaluated to determine their impact.

. IFRS 7: Amended to require additional disclosunedransition from IAS 39 and IFRS 9, effective for
annual periods beginning on or after January 18201

. IFRS 9: New standard that replaced IAS 39 for diassion and measurement, effective for annual
periods beginning on or after January 1, 2018.

. IFRS 15: New standard to establish principles émorting the nature, amount, timing, and uncernaint

of revenue and cash flows arising from an entitgatracts with customers. IFRS 15 is effective
beginning on or after January 1, 2016.

CASH

The Company’s cash consists of the following:

June 30, December 31,

2015 2014
Cash held with banks $ 53,259 $ 135,836
Cash held in foreign currencies 1,003 1,009

Total $ 54,262 $ 136,845




ARROWSTAR RESOURCES LTD.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
JUNE 30, 2015

(Unaudited — Expressed in Canadian Dollars)

4.

MARKETABLE SECURITIES

On November 8, 2011, the Company received 100,88fks in Dunnedin Ventures Inc. (formerly OcearkPar
Ventures Corp.) as part of a property option age@nThe shares were valued at $45,000 on recadphave
been re-valued at June 30, 2015 to their fair niar&kie of $600 (December 31, 2014 — $1,100).

RECEIVABLES
June 30, December 31,
2015 2014
GST receivable $ 17,307 $ 14,737

The Company does not have any significant balatih@sare past due. All accounts receivable areeatirand
the Company does not have any allowance for doubatfcounts. Due to their short-term maturities, fdie
value of accounts receivable approximates theinyaay value.

DEPOSIT

As at June 30, 2015, the Company holds a reclamaképosit on a previously written-off explorationda
evaluation asset in the amount of $4,000 (Decerdbe?014 - $4,000).

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

June 30, 2015 December 31, 2014
Trade payables $ 803,935 $ 759,289
Accrued liabilities 26,666 10,000
$ 830,601 $ 769,289

During the period ended June 30, 2015, the Compatiled accounts payable of $54,689 for $5,000tregu
in a gain on settlement of accounts payable of 8®8(2014 - $nil).

SHARE CAPITAL AND SHARE COMPENSATION RESERVE
Authorized — Unlimited common shares without palue

Please refer to the Statement of Changes in Efuitg summary of changes in share capital andveder
the period ended June 30, 2015 and the year endeenhiber 31, 2014.

During the period ended June 30, 2015, the Compssued 2,480,500 units at a price of $0.06 pet foni
gross proceeds of $148,830 of which $139,800 wesived and recorded as subscriptions receivedvareae
as of December 31, 2014. Each unit consists ofconeamon share and one share purchase warrant efgecis
at a price of $0.15 for a period of five years.

The Company did not issue any additional commameshduring the year ended December 31, 2014.



ARROWSTAR RESOURCES LTD.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
JUNE 30, 2015

(Unaudited — Expressed in Canadian Dollars)

8. SHARE CAPITAL AND SHARE COMPENSATION RESERVE (cont'd...)
Stock options
The Company has a stock option plan in place undhéch it is authorized to grant options to direstasenior
officers, employees, management company emplogeesconsultants to acquire up to 10% of the issuned
outstanding common shares. Under the plan, thecisreprice of each option may not be less thamtheket
price of the Company's stock as calculated on #te of grant less the applicable discount. Th@&aoptcan be
granted for a maximum term of five years. Vesimdetermined by the Board of Directors.
As at June 30, 2015, the Company had no stockmptiatstanding.

Stock option transactions are summarized as fatlow

Weighted
Number Average
of Options Exercise Price

As at December 31, 2013 594,500 $ 1.00
Options cancelled/expired (87,500) 1.00
As at December 31, 2014 507,000 $ 1.00
Options cancelled/expired (507,000) 1.00
As at December 31, 2014 and June 30, 2015 - NA
Number of options currently exercisable - $ NA

During the period ended June 30, 2015, 10,000 nptiested. $1,965 of share-based compensation.20 $0
per option was recognized as calculated using thekBScholes option pricing model.

There was no stock option transactions during/éa ended December 31, 2014.

The following weighted average assumptions wered u®r the Black-Scholes valuation of stock options
granted during the period ended June 30, 2015:

June 30, 2015

Risk-free interest rate 1.31%
Expected life of options 2.00
Annualized volatility 114%

Dividend rate -
Forfeiture rate 0%




ARROWSTAR RESOURCES LTD.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS

JUNE 30, 2015

(Unaudited — Expressed in Canadian Dollars)

8. SHARE CAPITAL AND SHARE COMPENSATION RESERVE (cont'd...)

Warrants

As at June 30, 2015, the Company had share pwaohagants outstanding enabling the holders to isequ

common shares as follows:

Weighted Average

Number of Shares Exercise Price Expiry Date Life Remaining
2,480,500 0.15 February 20, 2020 4.90
2,480,500

Warrant transactions are summarized as follows:

Number of Weighted Average
Warrants Exercise Price
As at December 31, 2013 664,083 $ 1.40
Warrants expired (664,083) 1.40
As at December 31, 2014 - $ -
Warrants granted 2,480,500 0.15
As at June 30, 2015 2,480,500 $ 0.15

The options and warrants were not dilutive as ae R0, 2015 and 2014 and therefore, had no effediloted
earnings per share for the periods ended June036, @nd 2014.

RELATED PARTY TRANSACTIONS

Key management personnel compensation for theneinth period ended June 30 was as follows:

Shor-term benefits paid or accrus
Administration fee
Consulting fee
Deferred exploration cos

Sharebased compensati

Total remuneration

Three Months Three Months  Six Months Six Months
Ended Ended Ended Ended
June 30, 2015 June 30, 2014 June 30, 2015 June 30, 2014

$ -$ - $ - $ 6,000
59,832 13,500 141,332 27,000
- 110,641 - 110,641

$ 59,832 $ 124,141 $ 141,332 $ 143,641

- - 1,964 3,804

$ 59,832 $ 121,141 $ 143,296 $ 147,445

Accounts payable and accrued liabilities as at J8De 2015 included $510,749 (December 31, 2014 -
$364,729) owed to a director and companies coettdlly directors.



ARROWSTAR RESOURCES LTD.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
JUNE 30, 2015

(Unaudited — Expressed in Canadian Dollars)

10.

11.

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FL OWS

Significant non-cash transactions during the pegnded June 30, 2015 consist of $139,800 of sylisnTs
received in advance being allocated to share dapitthe issuance of shares.

Significant non-cash transactions during the peended June 30, 2014 consist of the accrual of $200of
exploration and evaluation assets in accounts payata accrued liabilities.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Fair value estimates of financial instruments aradenat a specific point in time, based on relevant
information about financial markets and specifigaficial instruments. As these estimates are dilgein
nature, involving uncertainties and matters of gigant judgment, they cannot be determined witbcsion.
Changes in assumptions can significantly affectreded fair values.

Financial instruments measured at fair value amesified into one of three levels in the fair vahierarchy
according to the relative reliability of the inpuised to estimate the fair values. The three lesktbe fair
value hierarchy are:
« Level 1 — Unadjusted quoted prices in active markat identical assets or liabilities;
* Level 2 — Inputs other than quoted prices thatadugervable for the asset or liability either dihear
indirectly; and
» Level 3 — Inputs that are not based on observahl&ehdata.

The fair value of cash and marketable securitiesraeasured at Level 1 of the fair value hierarcie
carrying value of receivables, and accounts payaftbaccrued liabilities approximate their fairneabecause
of the short-term nature of these instruments.

Financial risk factors
The Company'’s risk exposures and the impact ofCthmapany’s financial instruments are summarizedwelo
Credit risk

Credit risk is the risk of loss associated with meuparty’s inability to fulfill its payment oblig@ns. The
Company’s credit risk is primarily attributable ¢ash and receivables. Management believes thatréukt
risk concentration with respect to financial instients included in receivables is remote and hasdgieul
cash in high credit quality financial institutions.

Liquidity risk

The Company’s approach to managing liquidity riskd ensure that it will have sufficient liquidity meet
liabilities when due. As of June 30, 2015 the Camphad cash balance of $54,262 (December 31, 2014
$136,845) to settle current liabilities of $830,6@ecember 31, 2014 - $769,289). All of the Comypsn
financial liabilities have contractual maturitieSless than 30 days and are subject to normal tiextes.

Market risk

Market risk is the risk of loss that may arise froehmanges in market factors such as interest régesign
exchange rates, and commodity and equity pricesoums exposed to market risk include marketable
securities of $600 (December 31, 2014 - $1,100).



ARROWSTAR RESOURCES LTD.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANBL STATEMENTS
JUNE 30, 2015

(Unaudited — Expressed in Canadian Dollars)

11.

12.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT  (contd...)
Financial risk factors (cont'd...)

Interest rate risk

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

Foreign currency risk

The Company is exposed to foreign currency riskflantuations related to assets and liabilities thed
denominated in US Dollars. Amounts exposed toiforeurrency risk include cash of US$804 as of ke
2015 (December 31, 2014 — US$870).

Price risk

The Company is exposed to price risk with respectdmmodity and equity prices. Equity price risk i
defined as the potential adverse impact on the @owyip profit or loss due to movements in individaglity
prices or general movements in the level of thekstnarket. Commodity price risk is defined as togeptial
adverse impact on profit or loss and economic vdlue to commodity price movements and volatilitielse
Company closely monitors commodity prices, indigtiequity movements and the stock market to determi
the appropriate course of action to be taken byChmpany. Fluctuations in value may be significant.

CAPITAL MANAGEMENT

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

The Company manages its capital structure and madieistments to it, based on the funds availableo
Company, in order to support the acquisition, ergiion and development of exploration and evalumatio
assets. The Board of Directors does not establisimtitative return on capital criteria for managein but
rather relies on the expertise of the Company’sagament to sustain future development of the basine

The property in which the Company currently hasraerest is in the exploration stage; as such thegany
has historically relied on the equity markets taduts activities. The Company will continue to &ss new
properties and seek to acquire an interest in iaddit properties if it feels there is sufficientomomic
potential and if it has adequate financial resogitoedo so.

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



