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DAVIDSON &, COM PANY LLP —— Chartered Accountants

INDEPENDENT AUDITORS' REPORT

To the Shareholders of
Bayswater Uranium Corporation

We have audited the accompanying consolidated diahstatements of Bayswater Uranium Corporatiohictv comprise
the consolidated statements of financial positisnat February 28, 2013 and February 29, 2012 aeadctmsolidated
statements of loss and comprehensive loss, cagis fimd changes in shareholders’ equity for thesyfgen ended, and a
summary of significant accounting policies and o#aelanatory information.

Management’s Responsibility for the ConsolidatechBincial Statements

Management is responsible for the preparation amgofesentation of these consolidated financetlesbhents in accordance
with International Financial Reporting Standardsd dor such internal control as management detexsnia necessary to
enable the preparation of consolidated financitleshents that are free from material misstatenvemether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsauWe conducted our
audits in accordance with Canadian generally aecepuditing standards. Those standards requitenthacomply with
ethical requirements and plan and perform the aoditbtain reasonable assurance about whethewtisolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtaiia evidence about the amounts and disclosurdhenconsolidated

financial statements. The procedures selectedndepe the auditors’ judgment, including the assesgnof the risks of

material misstatement of the consolidated finansiatements, whether due to fraud or error. Iningakhose risk

assessments, the auditors consider internal comélelant to the entity’s preparation and fair preation of the

consolidated financial statements in order to dealgdit procedures that are appropriate in theigistances, but not for the
purpose of expressing an opinion on the effectissrad the entity’s internal control. An audit aiseludes evaluating the
appropriateness of accounting policies used andeidmonableness of accounting estimates made bggaarent, as well as
evaluating the overall presentation of the consddid financial statements.

We believe that the audit evidence we have obtamedr audits is sufficient and appropriate tojide a basis for our audit
opinion.

INTERNATIONAL

1200 - 609 Granville Street, P.O. Box 10372, Pacific Centre, Vancouver, B.C., Canada V7Y 1G6
Telephone (604) 687-0947 Fax (604) 687-6172



Opinion

In our opinion, these consolidated financial staets present fairly, in all material respects, fimancial position of
Bayswater Uranium Corporation as at February 28328hd February 29, 2012 and its financial perferceaand its cash
flows for the years then ended in accordance witbrhational Financial Reporting Standards.

Emphasis of Matter

Without qualifying our opinion, we draw attention Note 1 in the consolidated financial statementsckv describes

conditions and matters that indicate the existeri@material uncertainty that may cast significaotibt about the ability of
Bayswater Uranium Corporation to continue as agooncern.

‘DAVIDSON & COMPANY LLP”

Vancouver, Canada Chartered Accountants

June 28, 2013



BAYSWATER URANIUM CORPORATION
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Expressed in Canadian Dollars)

AS AT
February 28, February 29,
2013 2012
ASSETS
Current
Cash 58,847 $ 237,628
Marketable securities (Note 4) 40,436 313,580
Receivables (Note 5) 30,662 130,177
Prepaids and deposits 53,467 68,819
183,412 750,204
Equipment (Note 6) 25,963 37,670
Reclamation bonds(Note 7) 6,862 17,785
Exploration and evaluation assetg§Note 7) 8,280,686 10,240,392
8,496,923 $ 11,046,051
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities (Note 8) 2,091,928 $ 1,651,215
Shareholders’ Equity
Capital stock (Note 9) 83,288,869 83,253,560
Reserves (Note 9) 16,716,323 16,707,962
Deficit (93,600,197 (90,566,68%
6,404,995 9,394,836
8,496,923 $ 11,046,051
Nature and continuance of operationgNote 1)
Commitments (Note 12)
Subsequent even{Note 16)
Approved and authorized on behalf of the Board on une 28, 2013:
Director “George Leary” Director

“Victor Tanaka”

The accompanying notes are an integral part okthessolidated financial statements.



BAYSWATER URANIUM CORPORATION
CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVEJSS
(Expressed in Canadian Dollars)

Year Ended Year Ended
February 28, February 29,

2013 2012
EXPENSES
Administration (Note 10) $ 31,928 % 36,460
Amortization (Note 6) 9,307 21,988
Consulting fees 3,855 59,517
Directors’ fees (Note 10) 40,104 39,000
Investor relations - 3,548
Management fees (Note 10) 215,000 120,000
Office and miscellaneous 70,763 108,823
Professional fees 139,993 327,551
Rent (Note 10) 68,691 95,391
Shareholder communication 49,454 87,648
Stock-based compensation (Note 9) 7,856 260,591
Transfer agent and filing fees 15,704 15,497
Travel and related costs 4,576 14,520
Loss from operations (657,23) (1,190,533
OTHER ITEMS
Foreign exchange loss (41,697) (23,826)
Interest and other income 20,600 24,738
Interest expense (150,534) (126,303)
Write-off of receivables (66,667) -
Gain on sale of exploration and evaluation assets - 10,000
Gain on disposal of equipment - 19,269
Write-off of exploration and evaluation assets tg\N®) (1,965,821) (20,921,325)
Unrealized gain (loss) on marketable securitvsté 4) 201,864 (589,055)
Realized loss on sale of marketable securitiesg(Mp (374,02p (340,612

Loss and comprehensive loss for the year

(2,376,280 (21,947,113

$ (3,0335511) $ (23,137,648)

Basic and diluted loss per common share

$ (0.13) $ (1.04)

Weighted average number of common shares outstandin

22,509,701 22,315,548

The accompanying notes are an integral part otthessolidated financial statements.



BAYSWATER URANIUM CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Expressed in Canadian Dollars)

Year Ended Year Ended
February 28,  February 29,

2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the year $ (3,033,511) $ (23,137,648)
Items not affecting cash:
Amortization 9,307 21,988
Stock-based compensation 7,856 260,591
Accrued interest expense 150,534 126,303
Write-off of receivables 66,667 -
Unrealized (gain) loss on marketable securities (201,864) 589,055
Realized loss on sale of marketable securities 374,025 340,612
Gain on sale of exploration and evaluation assets (5,600) (10,000)
Gain on sale of equipment - (19,269)
Write-off of exploration and evaluation assets 1,965,821 20,921,325
Changes in non-cash working capital items:
(Increase) decrease in receivables 32,848 4878,
(Increase) decrease in prepaids and deposits 15,352 (28,929)
Increase (decrease) in accounts payable and acliabdities 297,751 (242,498
Net cash used in operating activities (3200814 (1,186,952
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds on sale of marketable securities 880,9 299,388
Proceeds on sale of equipment 8,000 50,000
Exploration and evaluation asset expenditures 23,7(8) (892,351)
Exploration and evaluation asset recoveries 03D, 978,650
Reclamation bonds 10,923 -
Proceeds on sale of exploration and evaluatiogtass - 35,000
Net cash provided by investing activities 1062 470,687
CASH FLOWS FROM FINANCING ACTIVITIES
Capital stock issued 38,100 -
Finder's fees (2,286) -
Net cash provided by financing activities 3581 -
Decrease in cash during the year (178,781) (716,265)
Cash, beginning of year 237,628 953,893
Cash, end of year $ 58,847 $ 237,628

Supplemental disclosure with respect to cash flow®ote 11)

The accompanying notes are an integral part ottheasolidated financial statements.



BAYSWATER URANIUM CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERE&QUITY
(Expressed in Canadian Dollars)

Number Capital
of Common Stock
Shares Amount Reserves Deficit Total
Balance, February 28, 201 22,315548 $ 83,253,560 $ 16,447,371 $ (67,439,035 32,271,893
Stock-based compensation - - 260,591 - 280,59
Loss for the year - - - (23,137,648 (23,137,648
Balance,February 29, 201! 22,315,548 $ 83,253,560 $ 16,707,962 $ (90,565,68% 9,394,836
Private placement 254,000 38,100 - - 38,100
Finder's warrants - (505) 505 - -
Finder's fees - (2,286) - - (2,286)
Stock-based compensation - - 7,856 - 7,856
Loss for the year - - - (3,033,511 (3,033,511
Balance, February 28, 2013 22,569,548 $ 83,288,869 $ 16,716,323 $ (93,600,19% 6,404,995

The accompanying notes are an integral part okthessolidated financial statements.



BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

1. NATURE AND CONTINUANCE OF OPERATIONS

Bayswater Uranium Corporation (incorporated untierlaws of the Province of British Columbia) arsltholly-

owned subsidiaries (“Bayswater” or the “Company® angaged in the acquisition and exploration giaation

and evaluation assets and have not yet determihether these assets contain economically recoverabérves.
To date, the Company has not earned significammaes.

The Company'’s principal address and registeredecatds office is 2080 — 777 Hornby Street, VaneopBritish
Columbia, Canada, V6Z 154.

These consolidated financial statements have bespaped with the assumption that the Company wilbble to
realize its assets and discharge its liabilitiegshi@ normal course of operations rather than thicaigrocess of
forced liquidation. The Company has incurred opegatosses over the past several years and doebavet a
current source of revenue or sufficient financeédaurces to sustain operations in the long term.

The Company continues to be dependent upon itsyatuilfinance its operations and exploration peogs, and has
not met certain funding obligations with respecttte Reno Creek Property (Note 7). The financirtiviies may
include issuances of additional debt or equity séea or disposal of interests in exploration awdluation assets
in order to re-invest the proceeds. The recovatahif the carrying value and maintenance of owhigrsnterests
on exploration projects, and ultimately, the Compsuability to continue as a going concern, is defent upon the
existence and economic recovery of reserves, tiigyato raise financing to complete the developinen the
assets, future profitable production or, alterreltiv upon the Company’s ability to dispose of itgerest on an
advantageous basis, all of which are uncertains@hmaterial uncertainties may cast significant d@dout the
Company’s ability to continue as a going concern.

While management intends to pursue additional firegs and the Company has been successful in aldaits

required financing in the past, there is no assgathat such financing will be available or be ke on

favourable terms. An inability to raise additiofimancing may impact the future assessment of the@any as a
going concern. The consolidated financial statemebot not include adjustments to amounts and cieasdns of

assets and liabilities that might be necessaryldithe Company be unable to continue operations.

2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION
These consolidated financial statements were aiatitbfor issue on June 28, 2013 by the directoth@Company.
Basis of consolidation and presentation

These consolidated financial statements have besmpaped on a historical cost basis except for teftaancial
assets measured at fair value. All dollar amoprgsented are in Canadian dollars unless othespiseified.

These consolidated financial statements incorpattaefinancial statements of the Company and itstrotied

subsidiaries. Control exists when the Company haspower, directly or indirectly, to govern thedircial and
operating policies of an entity so as to obtaindfiém from its activities. These consolidated fio@h statements
include the accounts of the Company and its diteblly-owned subsidiaries. All significant intercpany

transactions and balances have been eliminated.



BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)
Basis of consolidation and presentatiofcont’d)
The Company’s wholly-owned subsidiaries are a®¥od!:

Bayswater Holdings Inc. (incorporated in Britishi@uobia)

NCU Holdings Inc. (incorporated in British Columpia

Kilgore Gold Company (incorporated in the Unitedt8s of America)
NCA Nuclear Inc. (incorporated in the United Statésmerica)
Jadebay Limited (incorporated in Ireland)

Basis of preparation

These consolidated financial statements, includingparatives, have been prepared using accountiigigs
consistent with International Financial Reportinarlards (“IFRS”) as issued by the Internationat@dmting
Standards Board (“IASB”) and interpretations of théernational Financial Reporting Interpretatiddemmittee
(“IFRIC"). They have been prepared on a histora@agt basis, except for financial instruments cfassias financial
instruments at fair value through profit or losdjieh are stated at their fair value. In additidrese consolidated
financial statements have been prepared using dbria basis of accounting except for cash flovoinfation.
These consolidated financial statements are pregémtCanadian dollars unless otherwise noted.

Significant accounting judgments, estimates and assptions

The preparation of these consolidated financidkstants requires management to make judgmentsates and
assumptions that affect the reported amounts etsdiabilities and contingent liabilities at tHate of the financial
statements and reported expenses during the negp@eiriod. Estimates and assumptions are contihyeualuated
and are based on management’'s experience and faitters, including expectations of future eventatthre
believed to be reasonable under the circumstahtmsever, actual outcomes can differ from theseresdgs.

Areas requiring a significant degree of estimaton judgment relate to, but are not limited to:

i) The carrying value and the recoverability of exatm and evaluation assets, which are includetthen
statements of financial position. The cost modeltiszed and the value of the exploration and eatibn
assets is based on the expenditures incurred. &y aeporting period, management assesses thetjabten
impairment which involves assessing whether orfactis or circumstances exist that suggest the icarry
amount exceeds the recoverable amount.

i) The inputs used in calculating the fair value fhare-based payments expense included in profibgs |
and stock-based share issuance costs includedhielsiiders’ equity. The share-based payments egpens
is estimated using the Black-Scholes options-pgiaimodel as measured on the grant date to estiiate t
fair value of stock options. This model involveg tinput of highly subjective assumptions, includthg
expected price volatility of the Company’'s commdrares, the expected life of the options, and the
estimated forfeiture rate.

iii) The valuation of shares issued in non-cash traiesectGenerally, the valuation of non-cash trarieastis
based on the value of the good or services receiben this cannot be determined, it is based erfatin
value of the non-cash consideration. When non-tasisactions are entered into with employees amskth
providing similar services, the non-cash transastiare measured at the fair value of the considerat
given up using market prices.



BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)
Significant accounting judgments, estimates and assiptions (cont’d)

iv) The recognition of deferred tax assets. The Compmamsiders whether the realization of deferred tax
assets is probable in determining whether or noétognize these deferred tax assets.

Functional and presentation currency

The functional currency is the currency of the @iiyneconomic environment in which the entity opesaand has
been determined to be the Canadian dollar for thengainy and its subsidiaries. Transactions in ceiesnother
than the Canadian dollar are recorded at exchaaigs prevailing on the dates of the transactionghé end of
each reporting period, the monetary assets anditied of the Company that are denominated in gency other
than the Canadian dollar are translated at theamgsh rate at the reporting date, while non-monetasets and
liabilities are translated at historical rates. &aves and expenses are translated at the exclatageapproximating
those in effect on the date of the transactionshBrge gains and losses arising on translatiomaheded in the
statement of loss and comprehensive loss in thegar which they arise.

Exploration and evaluation expenditures

Exploration and evaluation expenditures include dbsts of acquiring licenses, costs associated &xtioration
and evaluation activity, and the fair value (atwisiion date) of exploration and evaluation assetguired in a
business combination. Exploration and evaluatigmeexditures are capitalized. Costs incurred befoeeGompany
has obtained the legal rights to explore an areaeaognized in profit or loss.

Government tax credits received are recorded aslaction to the cumulative costs incurred and atipéd on the
related property.

Exploration and evaluation assets are assesseihf@irment if (i) sufficient data exists to determitechnical
feasibility and commercial viability, and (ii) factnd circumstances suggest that the carrying anexaeeds the
recoverable amount.

Once the technical feasibility and commercial Vigpof the extraction of mineral resources in araof interest
are demonstrable, exploration and evaluation asseiisutable to that area of interest are firsted for impairment
and then reclassified to mining property and dgwelent assets within property, plant and equipment.

Recoverability of the carrying amount of any explosn and evaluation assets is dependent on stiatess
development and commercial exploitation, or altéwedy, sale of the respective areas of interest.

Stock-based compensation

The Company operates an incentive stock option. Béock-based compensation to employees is meastitbe
fair value of the instruments issued and amortieedr the vesting periods. Stock-based compensatiomon-
employees is measured at the fair value of goodseorices received or the fair value of the equistruments
issued, if it is determined the fair value of theods or services cannot be reliably measured, anecbrded at the
date the goods or services are received. The pameing amount is recorded to reserves. The fdirevaf options
is determined using a Black—Scholes pricing modgtiwincorporates all market vesting conditionse Humber of
shares and options expected to vest is revieweadjodted at the end of each reporting period thaththe amount
recognized for services received as consideratiothe equity instruments granted shall be baseth@mumber of
equity instruments that eventually vest. When th&ons are exercised, the applicable amounts adrves are
transferred to capital stock.

-10-



BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)
Loss per share

Basic loss per share is calculated by dividingltiss attributable to common shareholders by thghted average
number of common shares outstanding in the pefod.all periods presented, the loss attributabledmmon
shareholders equals the reported loss attributalieners of the Company. In calculating the diless per share,
the weighted average number of common shares adiath assumes that the proceeds to be receiveden t
exercise of dilutive share options and warrantsused to repurchase common shares at the averaggetmece
during the period. For the periods presented,dhlisulation proved to be anti-dilutive.

Financial instruments
Financial assets

The Company classifies its financial assets int® afithe following categories, depending on theppee for which
the asset was acquired. The Company’s accountiligydor each category is as follows:

Fair value through profit or loss Fhis category comprises derivatives, or assetsigetjor incurred principally for
the purpose of selling or repurchasing it in tharrierm. They are carried in the statement of firgmosition at
fair value with changes in fair value recognizedha statement of loss and comprehensive loss.

Loans and receivables Fhese assets are non-derivative financial assetsfixed or determinable payments that
are not quoted in an active market. They are chateost less any provision for impairment.

Individually significant receivables are considefed impairment when they are past due or whenrottgective
evidence is received that a specific counterpaitydefault.

Held-to-maturity investments These assets are non-derivative financial agsttgixed or determinable payments
and fixed maturities that the Company’s managenh@st the positive intention and ability to hold tatarity.
These assets are measured at amortized cost bsirgfféctive interest method. If there is objectxgdence that
the investment is impaired, determined by referetocexternal credit ratings and other relevant dathirs, the
financial asset is measured at the present valestohated future cash flows. Any changes to thieyicey amount
of the investment, including impairment losses,rammgnized in the statement of loss and compréleicss.

Available-for-sale- Non-derivative financial assets not includedha &bove categories are classified as available-
for-sale. They are carried at fair value with ches@n fair value recognized directly in equity. ke decline in
the fair value of an available-for-sale financiabet constitutes objective evidence of impairmiret,amount of the
loss is removed from equity and recognized in theement of loss and comprehensive loss.

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 ieghaihen there is any objective evidence that anfiizh asset or a
group of financial assets is impaired. Differentesia to determine impairment are applied for eaategory of
financial assets, which are described above.

-11-



BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)
Financial instruments (cont'd)

Financial liabilities

The Company classifies its financial liabilitiesdrone of two categories, depending on the purpashich the
liability was acquired. The Company’s accountingjgyofor each category is as follows:

Fair value through profit or loss This category comprises derivatives, or liat@tacquired or incurred principally
for the purpose of selling or repurchasing it ie tiear term. They are carried in the statemeninah€ial position
at fair value with changes in fair value recognizethe statement of loss and comprehensive loss.

Other financial liabilities —This category includes promissory notes, amountstdurelated parties and accounts
payable and accrued liabilities, all of which a@eagnized at amortized cost.

The Company has classified its cash and marketsuerities as fair value through profit or loskeTCompany’s
receivables are classified as loans and receivables Company’s accounts payable and accrued itiebilare
classified as other financial liabilities.

Financial instruments measured at fair value $assidied into one of the three levels in the featue hierarchy
according to the relative reliability of the inpuised to estimate the fair values. The three levktbe fair value
hierarchy are:

Level 1 — Unadjusted quoted prices in active m@arfar identical assets or liabilities;

Level 2 — Inputs other than quoted prices thabligervable for the asset or liability either dikgor indirectly; and

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

See Note 14 for relevant disclosures.

Equipment

Equipment is recorded at cost, net of accumulatedrézation. Amortization is calculated on an aanbasis over
the estimated useful lives of the assets as follows

Furniture and fixtures 20% declining balance
Computer equipment 30% declining balance
Exploration equipment 30% declining balance
Leasehold improvements 5 years straight-line

-12-



BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

2.

SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)
Impairment of assets

The carrying amount of the Company’s assets (winiclude exploration and evaluation assets) is we&tkat each
reporting date to determine whether there is adjcation of impairment. If such indication existise recoverable
amount of the asset is estimated in order to déterrthe extent of the impairment loss. An impairinkerss is
recognized whenever the carrying amount of an amsés cash generating unit exceeds its recoverabiount.
Impairment losses are recognized in the statenfdos® and comprehensive loss.

The recoverable amount of assets is the greatem asset’s fair value less cost to sell and valuese. Fair value is
determined as the amount that would be obtained fie sale of the asset in an arm’s length traisabietween
knowledgeable and willing parties. In assessifgevin use, the estimated future cash flows areodisted to their
present value using a pre-tax discount rate tHbetcte the current market assessments of the tahgevof money
and the risks specific to the asset. For an akaetibes not generate cash inflows largely indepetnof those from
other assets, the recoverable amount is deternfiiméle cash-generating unit to which the assedrigs.

An impairment loss is only reversed if there isiradlication that the impairment loss may no longasteand there
has been a change in the estimates used to degetineimecoverable amount, however, not to an antadgher than
the carrying amount that would have been determivaetino impairment loss been recognized in preweass. A
reversal of an impairment loss is recognized imiatedly in the statement of loss and comprehensis® lo

Assets that have an indefinite useful life aresultject to amortization and are tested annuallynfipairment.

Income taxes

Current income tax:

Current income tax assets and liabilities for therent period are measured at the amount expectduk t
recovered from or paid to the taxation authoritiEse tax rates and tax laws used to compute theuatrare

those that are enacted or substantively enacteéde aeporting date, in the countries where the @y operates
and generates taxable income.

Current income tax relating to items recognizeedtly in other comprehensive income or equity grnized in
other comprehensive income or equity and not iffipoy loss. Management periodically evaluates fpass
taken in the tax returns with respect to situationghich applicable tax regulations are subjecinterpretation
and establishes provisions where appropriate.

Deferred tax:

Deferred tax is provided using the statement ddrfmal position liability method on temporary diéaces at the
reporting date between the tax bases of assetdiabilities and their carrying amounts for finarcigporting
purposes.

The carrying amount of deferred tax assets is veieat the end of each reporting period and rezegnonly to
the extent that it is probable that sufficient tabeaprofit will be available to allow all or parf the deferred tax
asset to be utilized.

Deferred tax assets and liabilities are measurdideatax rates that are expected to apply to tiae when the asset

is realized or the liability is settled, based axk tates (and tax laws) that have been enactegbstantively enacted
by the end of the reporting period.

- 13-



BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

2.

SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)
Income taxes(cont'd)

Deferred tax: (cont'd)

Deferred tax assets and deferred tax liabilities affset, if a legally enforceable right existss&t off current tax
assets against current tax liabilities, the incamrees relate to the same taxable entity and thee damxation
authority, and the Company intends to settle itsesu tax assets and liabilities on a net basis.

Restoration and environmental obligations

The Company recognizes liabilities for statutorgntractual, constructive or legal obligations agsed with the
retirement of exploration and evaluation assetenwmose obligations result from the acquisitioevedlopment or
normal operation of the assets. The net presenievalf future restoration cost estimates arisingmfrthe
decommissioning of plant and other site preparatiork is capitalized to exploration and evaluatassets along
with a corresponding increase in the restorati@vigion in the period incurred. Discount rates gsinpre-tax rate
that reflect the time value of money are used ticutate the net present value. The restorationtassk be
depreciated on the same basis as other miningsasset

The Company’s estimates of restoration costs ceahlshge as a result of changes in regulatory regeinés,
discount rates and assumptions regarding the amemohttiming of the future expenditures. These chanare
recorded directly to mining assets with a corresiomm entry to the restoration provision. The Conmysestimates
are reviewed annually for changes in regulatoryuiregnents, discount rates, effects of inflation ahénges in
estimates.

Changes in the net present value, excluding changes Company’s estimates of reclamation costscharged to
profit or loss for the period.

The net present value of restoration costs arifimg subsequent site damage that is incurred oongoing basis
during production are charged to profit or losghia period incurred.

The costs of restoration projects that were indluitlethe provision are recorded against the prowisis incurred.
The costs to prevent and control environmental otgat specific properties are capitalized in adance with the
Company’s accounting policy for exploration andleation assets.

Government mining assistance
The Company carries on certain mineral exploragictivities in Newfoundland and Labrador and isiblgto earn
refundable credits based on qualifying expenditurésayments received for mining exploration assistaare

recorded as either a reduction of the cost of apple assets or credited in the statement of apasatlepending on
the nature of the expenditures which gave risaécactedits.

-14-



BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

3. ACCOUNTING STANDARDS NOT YET EFFECTIVE
IFRS 9 “Financial Instruments”

This new standard is a partial replacement of IASHEnancial Instruments: Recognition and MeasunethdFRS

9 uses a single approach to determine whethermadial asset is measured at amortized cost ovdhie, replacing
the multiple rules in IAS 39. The approach in IFR& based on how an entity manages its finanggtiuments in
the context of its business model and the contehctash flow characteristics of the financial asset

The new standard also requires a single impairmethod to be used, replacing the multiple impairrmaathods
in IAS 39. IFRS 9 is effective for annual periodggimning on or after January 1, 2013.

IFRS 10, “Consolidated Financial Statements”

IFRS 10, “Consolidated Financial Statements”, regpian entity to consolidate an investee whenéixjgosed, or
has rights, to variable returns from its involvemeiith the investee and has the ability to affdeise returns
through its power over the investee. Under existifigS, consolidation is required when an entity thespower to
govern the financial and operating policies of atitg so as to obtain benefits from its activitiSBRS 10 replaces
SIC-12, “Consolidation — Special Purpose Entitiesfid parts of IAS 27, “Consolidated and Separatariial
Statements”. The standard is effective for annesbgs beginning on or after January 1, 2013.

IFRS 11, “Joint Arrangements”

IFRS 11, “Joint Arrangements”, requires a venttioeelassify its interest in a joint arrangemenagsint venture or
a joint operation. Joint ventures will be accountedusing the equity method of accounting wherfasa joint
operation, the venturer will recognize its shar¢hef assets, liabilities, revenue and expenseseqjoint operation.
Under existing IFRS, entities have the choice twpprtionately consolidate or equity account foerests in joint
ventures. IFRS 11 supersedes IAS 31, “Interesigiimt Ventures”, and SIC-13, “Jointly Controlledtiies — Non-
monetary Contributions by Venturers”. The standareffective for annual periods beginning on oeaftanuary 1,
2013.

IFRS 12, “Disclosure of Interests in Other Entitiés

IFRS 12, “Disclosure of Interests in Other Entitjesstablishes disclosure requirements for intsrest other

entities, such as joint arrangements, associgtesja purpose vehicles and off balance sheet le=hithe standard
carries forward existing disclosures and also ohices significant additional disclosure requireraghtit address
the nature of, and risks associated with, an éstityerests in other entities. The standard featifve for annual

periods beginning on or after January 1, 2013.

IFRS 13, “Fair Value Measurement”

IFRS 13, “Fair Value Measurement”, is a comprehenstandard for fair value measurement and dismosu
requirements for use across all IFRS standardsnéhestandard clarifies that fair value is the @iilcat would be
received to sell an asset, or paid to transfealailiiy in an orderly transaction between marketipgants, at the
measurement date. It also establishes disclosbms# &air value measurement. Under existing IFR8dance on
measuring and disclosing fair value is dispersedragrthe specific standards requiring fair value sneaments and
in many cases does not reflect a clear measurelpasig or consistent disclosures. The new convefigjedalue
framework is effective for annual periods beginnargor after January 1, 2013.
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BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

4, MARKETABLE SECURITIES

As at February 28, 2013, marketable securitiesisbagshares in publicly-traded companies withratial cost of
$230,160 (February 29, 2012 - $715,504) and avédire of $40,436 (February 29, 2012 - $313,580)uArealized
gain on marketable securities of $201,864 (Febr@@r2012 — loss of $589,055) was recorded irstatement of
loss for the year ended February 28, 2013.

RECEIVABLES

The Company’s receivables consist of the following:

February 28, February 29,
2013 2012
Due from the sale of exploration and evaluatioretsss - $ 66,667
HST/GST receivable 14,341 35,842
Other 16,321 27,668
Total 30,662 $ 130,177
EQUIPMENT
Furniture and Computer Exploration
fixtures equipment equipment Total
Cost
Balance, February 28, 2011 $ 9,536 $ 129,795 $ 125607 $ 264,938
Disposals - (33,275 (79,163 (112,439
Balance, February 29, 2012 9,536 96,520 48,4 152,499
Disposals - (12,000 - (12,000
Balance, February 28, 2013 9536 $ 84,520 46,443 $ 140,499
Accumulated amortization
Balance, February 28, 2011 $ 8,434 $ 91,703 $ 4412  $ 174,549
Amortization 259 13,511 8,218 21,988
Disposals - (27,773 (53,935 (81,708
Balance, February 29, 2012 8,693 77,441 98,6 114,829
Amortization 149 5,382 3,776 9,307
Disposals - (9,600 - (9,600
Balance, February 28, 2013 8,842 $ 73,223 32471 $ 114,536
Carrying amounts
As at February 28, 2011 $ 1,102 $ 38,092 $ 51,195 90,389
As at February 29, 2012 $ 843 $ 19,079 $ 17,748 $ 37,670
As at February 28, 2013 $ 694 $ 11,297 $ 13972 $ 25,963
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BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

7. EXPLORATION AND EVALUATION ASSETS
CMB Thelon Collins Bay
Year Ended Labrador Basin Property, Reno Creek
February 28, 2013 Claims Projects Saskatchewan  USA Properties Project Total
Acquisition costs
Balance, beginning of year $ $ $ 1 3 2,070,000 $ 6,950,778 $ 9,020,781
Recovery (Note 16) - (10,031) - (10,031)
Written-off during the year - (1,949,672 - (1,949,672
Balance, end of year 1 110,297 6,950,778 7,061,075
Deferred exploration costs
Balance, beginning of year - - 1,219,611 1,219,611
Analytical - - - -
Compilation - - - -
Drilling - - - -
Environmental - - - -
Exploration advances - - - -
Field administration - - - -
Geological consulting - - - -
Property cost recoveries - - - -
Property maintenance - 16,149 - 16,149
Travel and related - - - -
- 16,149 - (16,149
Written-off during the year - (16,149 - (16,149
Balance, end of year - - 1,219,611 1,219,611
Total, end of year $ $ 1 3 110,297  $ 8,170,389 $ 8,280,686
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BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

7. EXPLORATION AND EVALUATION ASSETS (cont'd...)

CMB Thelon Collins Bay
Year Ended Labrador Basin Property, Ireland Reno Creek
February 29, 2012 Claims Projects Saskatchewan USA Properties Properties Project Total
Acquisition costs
Balance, beginning of year 1,618,399 $ 1 3 138 $ 3,492,298 3% 1 3 6,950,778 $ 13,911,526
Additions 9,420 - - - - 9,420
Recoveries (1,500) - - - - (1,500)
Written-off during the year (1,626,318 (1,850,048 (1,422,298 [@h) - (4,898,66%
Balance, end of year 1 1 2,070,000 - 6,950,778 9,020,781
Deferred exploration costs
Balance, beginning of year 8,894,094 2,046,937 4,650,693 - 1,219,611 16,811,335
Analytical - - 9,592 - - 9,592
Field administration 11,498 - 30,177 - - 41,675
Geological consulting 28,500 5,250 119,667 - - 153,417
Property maintenance - - 226,252 - - 226,252
39,998 5,250 385,688 - - 430,936
Written-off during the year (8,934,092 (2,052,187 (5.036,38) - - (16,022,66p
Balance, end of year - - - - 1,219,611 1,219,611
Total, end of year 1 3 1 3 2,070,000 $ - $ 8,170,389 $ 10,240,39
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BAYSWATER URANIUM CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

FOR THE YEAR ENDED FEBRUARY 28, 2013

7. EXPLORATION AND EVALUATION ASSETS (contd...)
Title to mineral properties

Title to mineral properties involves certain ind¥etr 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 pevpes is in good standing.

Uranium properties
Investment in Reno Creek Property

During the year ended February 28, 2010, the Compamtered into a formal Purchase Agreement (the
“Agreement”) with Strathmore Resources (US) LtdStathmore”), a wholly owned subsidiary of Stratheno
Minerals Corp., and American Uranium Corp. (“Amanc¢), for the acquisition (the “Acquisition”) of #00%
interest in the Reno Creek uranium property, latatenortheastern Wyoming (the “Reno Creek Profiestythe
“Property”).

Effective April 7, 2010, the acquisition of the Re@reek Property was completed through the aceprisif AUC

LLC (“AUC"), a limited liability company, in consiration for the aggregate payment of US$20,000,000
(CDN$20,026,000) to Strathmore, of which US$17,600,was paid in cash and US$2,500,000 was paidighro
the issuance of 4,422,807 common shares of the @oynpalued at $2,502,150. In consideration for siohical
database, rights to a previous permit and in exgphdor American’s consent to the transaction anchiteation of

its rights pursuant to a previous joint venturetba Property, the Company paid American US$1,00D&6d
issued 1,833,455 common shares of the CompanydraliidS$1,000,000 (CDN$1,000,860).

The Company executed an investment agreement égqted7, 2010 pursuant to which Pacific Road Resesr
Funds (“PRRF"), a private mining equity investorpyided US$20,000,000 in financing to fund the piase of the
Property. The financing consisted of a US$20,00D,d®/estment into Reno Creek Holdings Inc. (“RCHI”)
(formerly 514565 Canada Inc. and formerly refertedas “Newco”) which holds the Property indirecthyrough
AUC LLC. PRREF initially held a 76.92% interest irCRI and the Company initially held a 23.08% intéries
RCHI. The Company’s cost of its 23.08% intereshled $8,250,678, which included an establishmeatde
US$700,000, (originally payable on or before Decemb, 2010, and subsequently amended to be paid, wo
prior to, the next capital contribution to RCHI the Company, and bearing interest at the rateiofgoplus 15%
per annum) and a finder's fee of US$1,000,000, Ipatyable in conjunction with this investment agreatm The
Company and PRRF entered into a shareholders’ mgmaein respect of RCHI which permitted the Comp&my
contribute additional amounts to RCHI in order t¢hiave a 50% ownership interest. PRRF has the tigbbnvert
its investment in RCHI into common shares of thenfany at any time up to six months following thida of
completion of a feasibility study and mine permigtibut, in any event, PRRF shall convert its investt not later
than five years from April 7, 2010, provided cemtabnditions are met. Upon conversion of PRRF' &#tment, the
Company would own a 100% interest in RCHI whichiiiectly holds the Reno Creek Property. The shardshsl
agreement also provided for equal representatiaih@toard of RCHI, subject to adjustment, as aglunanimous
RCHI shareholder approval for certain key decisioetuding annual work program and budgets forRneperty.

The Company was to contribute additional amountstages totaling US$14,000,000 to earn a 50% isttene
RCHI and in order to complete a feasibility stuaygl o secure mining permits.
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FOR THE YEAR ENDED FEBRUARY 28, 2013

7. EXPLORATION AND EVALUATION ASSETS (contd...)
Uranium propertiefcont'd...)
Investment in Reno Creek Property(cont'd...)

Pursuant to the investment agreement and sharebh@deeement dated April 7, 2010 (the “Agreemerits/plving
PRRF, the Company was obliged to fund RCHI with 880,000 and pay certain fees to PRRF on or before
December 1, 2010. Such funding and payment of déksiot occur. On January 5, 2011, PRRF and thepaom
entered into an amending agreement in respecteoAtireements whereby PRRF funded the first quarttehe
2011 RCHI budget in the amount of US$1,750,000 asdy result, the interest held by the CompanyGhRwas
reduced to 21.29% from 23.08% with a maximum irgetke Company could earn in RCHI having been reduc
from 50.0% to 45.13%. As a result of this reductiothe Company’s maximum earnable interest, PRB&ioed
control of the project. On January 31, 2012, theai@ing balance of the 2011 AUC budget, being UZ35,000
plus certain fees (and accrued interest theream3,due before March 1, 2011. The Company was unaltdecure
such funding before March 1, 2011. As a result, PRifded the balance of $5,250,000 and, as of Mar@011,

the interest held by the Company in RCHI was redume17.27% from 21.29% with a maximum interest the
Company could then earn in RCHI having been redticed 45.13% to 31.14%. The Company would have been
able to increase its interest in RCHI to the maximavel of 31.14% by contributing US$7,000,000 ©HR and by
paying certain fees and interest charges to PRRét defore the time of the setting of the next R@neek budget,
which was December 7, 2011.

A budget in the amount of US$8,000,000 for the mé¢e 2012 Reno Creek Program was approved by PRBRF a
the Company on Decembef,72011. On January 31, 2012, PRRF and the Compaaljzéd a second amendment
agreement whereby PRRF funded the entire US$8,000d the 2012 Reno Creek program and, as a rehelt
interest held by the Company in RCHI was reduceti3td 7% from 17.27% with a maximum interest the @any
could then earn in RCHI having been reduced from&% to 13.47%.

On March 7, 2013, PRRF completed a further US$2(@ investment in RCHI. This financing is the ffipart of

a US$5,500,000 new investment in RCHI which, togethith cash on hand at March 7, 2013, will finarice
US$7,500,000 2013 Reno Creek work program budget £esult, the interest held by Bayswater in tben@any
was reduced to 12.73% from 13.47% with a maximutarest that Bayswater could then earn in the Compan
having been reduced from 13.47% to 12.73%.

Pursuant to the Agreements as amended on Janu2®l b,and January 31, 2012, PRRF continues to fiteedrio

convert its investment in RCHI into common sharethe Company at any time up to six months follogvthe later
of completion of a feasibility study or receiptaf requisite mining permits, but in any event, FRghall convert
its investment not later than April 7, 2015, praddcertain conditions are met. Upon conversion RRP,

Bayswater will own a 100% interest in RCHI whicldirectly holds the Reno Creek property

Future obligations associated with the Reno Cremlpétty consist of payments pursuant to maintaimmigeral

claims and various underlying mineral lease, serfaccess and property option agreements throughdz 2014.
The Company’s 12.73% share of these future payntetatsUS$116,900.
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7. EXPLORATION AND EVALUATION ASSETS (contd...)
Uranium propertiefcont'd...)
Central Mineral Belt (‘CMB”) Properties, Labrador

The Company holds a 100% interest in certain clalotks located in Labrador, Newfoundland. Net serelt
royalties (“NSR”) of 1% or 2% will be payable to amderlying option holder or staker, as the casg b& on
certain of the claim blocks. The Company has thbtrio purchase any 1% NSR on certain claim blatlany time
for $1,000,000 to $2,000,000, and one-half of afy IRSR (1%) on certain other claim blocks at anyetifar
$1,000,000 to $1,500,000. During the year endedusep 29, 2012, the Company wrote-down the propbsty
$10,560,410 to $1 as a result of delayed developmahes to market conditions but continues to mamt& key
landholdings in Labrador

Thelon Basin Properties, Northwest Territories (“NWT”) and Nunavut (“NU”)

The Company holds a 100% interest in certain uranilaims in the Thelon Basin area of the NWT and. MU
NSR of 2% on metals and a gross overriding roy@fBOR") of 2% on diamonds will be payable on sonig¢he
claims. The Company retains the right to purchamelwlf of the royalties (1.0%) at any time for@X),000.

During the year ended February 29, 2008, the Cognpgmanted an option to Stornoway Diamond Corp.
(“Stornoway”), whereby Stornoway could earn a 60%giiest in certain diamond rights at Itza Lake, &lut by
issuing to the Company common shares of Stornowdly & value of $75,000 (received) and by incurring
$4,000,000 in exploration expenditures over fivarge During the year ended February 29, 2012, thapgany
received notice from Stornoway that it will not Ipeoceeding to exercise its option. As a result, dipéion
agreement was terminated.

Collins Bay Extension, Saskatchewan

The Company holds an undivided 100% interest itagemineral claim blocks in northern Saskatche\iue
“Collins Bay Extension”).

During the year ended February 28, 2010, the Cognpatered into an agreement with CanAlaska Uranitin

(“CanAlaska”), whereby CanAlaska has an optiondmea 51% interest in the Collins Bay Extensionperty in

the Athabasca Basin by spending $4,000,000 in extidm over five years and by issuing 50,000 sh&tés000

received to date) to the Company. CanAlaska alsoamaoption to increase its interest to 70% by dpgnan

additional $2,000,000 in exploration over a furttimee year period and by issuing an additionad®D,shares to
the Company.

During the year ended February 29, 2012, the Cognpainte-down the property by $3,902,235 to $1 assalt of
market conditions but the agreement with CanAlaskaains in good standing.

Mountain West Properties, Nevada

The Company holds an undivided 100% interest itagemineral claims in Elko County, Nevada (“Mount&Vest
Property”).
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7. EXPLORATION AND EVALUATION ASSETS (contd...)
Uranium propertiefcont'd...)
Mountain West Properties, Nevada(cont'd...)

The Company acquired a database on the Mountainn Weperty for an initial cash payment of US$50,(08&id),
with a further cash payment of US$100,000 to beenaten the Company receives a Nevada mine perim. T
acquisition agreement also includes the grantraftd of first offer to UG USA, Inc., under whiché Company has
entered into an agreement for the sale of uraniomeentrates to UG USA, Inc. The right of first afépplies to the
first 1,000,000 pounds of uranium concentrate pectido from the Mountain West Property, at a 1% diist to the
prevailing spot price of uranium. In addition, tBempany acquired a 100% interest in certain unpademineral
claims adjacent to the Mountain West Property byiigg 20,000 common shares.

During the year ended February 29, 2012, the Coynpante-down the property to $72,863 as a resulnafket
conditions. During the year ended February 28, 2€#38Company abandoned its claims at Mountain Wisstada
due to difficult permitting issues in the state asda result of general market conditions. As alteduring the year
ended February 28, 2013, the Company wrote offéh&ining costs totalling $72,863.

Elkhorn Property, Wyoming

By agreement with Miller-Berdahl Partnership (“MiltBerdahl”) the Company acquired a 100% inteasbject to
certain production royalties, in state leases amteral claims in Wyoming. Under the terms of thdl&tiBerdahl
option agreement, the Company made cash paymeating US$750,000 and issued 32,500 common shares
order to exercise the option.

Also, the Company has three surface rights agreem@noviding also rights to mineral interests e textent
owned by the vendor) for access and mining rightdié Elkhorn project area. During the first hdiffiscal 2013,
all of these agreements were terminated.

During the year ended February 29, 2012, the Cosnpaate-down the property to $1,997,133 as a resfuibarket
conditions.

During the year ended February 28, 2013, the Gomppvrote-down the property by an additional $6,809 as a
result of the fact that subsequent to February?2P83, this property, together with the Alzada Propésee Alzada
Property section below) were sold for $120,328 (LZ£%$000), of which $10,031 (US$10,000) was receizgdt
February 28, 2013.

Hauber Project, Wyoming

During the year ended February 28, 2010, the Comnpantered into an agreement, subsequently amended,
acquire a 75% interest in the Hauber Uranium Ptdjec€rook County, Wyoming. To earn its 75% intérehe
Company was required to incur exploration expemdguotalling US$1,000,000 by March 31, 2015. Hosvev
during the first half of fiscal 2013, the Comparmpyided its notice of termination of this optionragment (with a
formal termination agreement having been signeduy 25, 2012) and, as a result, $397,415 of eafitam costs
were written off to operations during the year ehBiebruary 29, 2012.
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7. EXPLORATION AND EVALUATION ASSETS (contd...)
Uranium propertiefcont'd...)
Alzada Property, Montana

The Company previously held three separate blo€RD@%-owned mineral claims in Crook County, soastern
Montana. Two of these claim blocks have associatethce and mineral lease agreements (“Schlossesel’@nd
“Cochran Lease”).

Under the Schlosser Lease agreement, the Compaegpsnsible for payment of production royaltiesaes of
between 1% and 3% based on gross value of minea#rials sold and for making certain minimum annual
royalties payable in advance. Annual advance minimoyalty payments made by the Company shall béeapps

a credit against production royalties. The firshzal advance minimum royalty payment, being $10,0@8 due
and paid on November 1, 2005, and increases onaatkiersary date thereafter to a maximum of USEK@Dby
the 14" anniversary date. The annual minimum royalty paynwell also increase upon commercial production of
mineral materials from the lease. The primary teyfrthe lease is for twenty years, and with a cousee
secondary term thereafter that begins on the te#n(2d") anniversary, unless terminated sooner. Durindfitse
half of fiscal 2013, this agreement was terminated.

Under the Cochran Lease agreement, the Compaegpensible for an upfront payment of US$25,000d{pand
payment of production royalties at rates of betw2#&nand 5% based on net value realized from safainérals,
and subject to certain minimum annual royaltiesapés in advance. Advance annual minimum royaltynpeyt
made by the Company shall be applied as a crediinsigproduction royalties. The advance annual mmimn
royalty is US$3 per acre during the primary terngréasing to US$6 per acre on the tenti"(Ehniversary date.
The primary term of the lease is for ten years, @it a consecutive secondary term thereafter lilegins on the
tenth (10" anniversary date, unless sooner terminated. Qutie first half of fiscal 2013, this agreement was
terminated.

Pursuant to a database purchase agreement, thea@gragreed to pay an NSR of 0.25% on uranium pitaziuc
from certain mineral lands within Carter County, mMimna and Crook County, Wyoming and to pay a basfus
US$100,000 in the event a uranium mine is consttl@ the same region. This agreement relatesnio teeld
pursuant to the Alzada Property in Montana and &ikiProperty in Wyoming.

The Company currently holds one of the three oaataim blocks as stated above in Crook Countyttemastern
Montana.

During the year ended February 29, 2012, the Comnpante-off costs associated with the Alzada Prgpas a
result of delayed development due to market camlitbut continues to maintain its key landholdings.

Subsequent to February 28, 2013, the Company seldAtzada property, along with the Elkhorn propeftr
proceeds totaling $120,328 (US$120,000) (see EtkRooperty section above).
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7. EXPLORATION AND EVALUATION ASSETS (contd...)
Gold and base metal properties
Kilgore Gold and Other Gold Properties, Idaho, United States

During the year ended February 28, 2009, the Cognpatered into an option/joint venture agreemenh v@tis
Gold Corp. (formerly Otis Capital Corp.) (“Otis”)hereby Otis could earn up to a 75% interest irkihgore Gold,
Hai and Gold Bug Properties (the “Properties”) tayipg US$200,000 (received), issuing 3,000,000 comm
shares (received 1,300,000 common shares valu&$Qf,000) and incurring exploration expendituretsiliog
$3,000,000 over a five year period. A 2% NSR wolodd paid to the Company on production of gold frdma t
Property. At any time, Otis would have the rightptarchase each one-fourth of the NSR for the su$660,000,
up to a maximum of three-fourths (3/4), followingpish the Company would hold a 0.5% NSR.

During the year ended February 28, 2011, the Cogneatered into a Purchase Agreement, which repldoed
option/joint venture agreement, to sell a 100%ragein the Properties to Otis. The Purchase Agee¢mequired
Otis to pay an additional US $1,750,000 and iss08®000 common shares. The cash was paid ovee gear
period from the date of closing (US $750,000 witfonty five days (received); US$750,000 within fomonths
(received); and US $250,000 within twelve monttes¢ived)). Otis issued the 2,000,000 common sleressing.
The shares were subject to hold periods which eggim December 2012.

8. ACCOUNTS PAYABLES AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities are casegrof the following:

February 28, February 29,
2013 2012
Trade payables $ 1,631,666 $ 1,368,983
Accrued liabilities 460,262 282,232
Total $ 2,091,928 $ 1,651,215

9. CAPITAL STOCK AND RESERVES
Authorized capital stock

As at February 29, 2013, the authorized share alapitthe Company is an unlimited number of comrsbares
without par value and an unlimited number of Clasnvertible preferred shares without par value.

Private placement

During the year ended February 28, 2013, the Comjssued 254,000 units for total gross proceed$3&,100
pursuant to a private placement. Each unit consistsie common share and one share purchase wamahting
the holder to acquire an additional common sha®0&5, expiring May 24, 2014. A cash commisa6$2,286
and 15,240 finder’s warrants valued at $505, usiiegBlack-Scholes Option Pricing Model with an price
of $0.25, expected life of two years, risk-freeeraf 1.11%, a dividend rate of 0% and a volatitifty’6%, were paid
in connection with the private placement. The watsdssued to the finder were issued under the sames and
conditions as the units sold pursuant to the peiyddcement.
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9.

CAPITAL STOCK AND RESERVES (cont'd...)
Stock options

The Company has a stock option plan where the tdire@re authorized to grant options to executifiears and
directors, employees and consultants enabling tteeacquire up to 20% of the issued and outstandargmon
stock of the Company. Under the plan, the exengig@ of each option shall not be less than thsioy price of
the Company’s shares on the date of grant lesddemapunt permitted by the TSX Venture Exchange K1\8)
and vesting terms are at the discretion of thedoédirectors. The options can be granted up mma&mum term
of 10 years.

As at February 29, 2013, the Company had outstagratock options enabling the holders to acquirernomshares
as follows:

Number Exercise
of Shares Price() Expiry Date
41,375 $0.30 June 10, 20483
2,085,750 0.30 April 29, 201%
2,200,000 0.30 February 3, 2038
4,327,125

(1) expired unexercised subsequent to February 28 201

@ 7,500 cancelled subsequent to February 28, 2013

3) 10,000 cancelled subsequent to February 28, 2013

@ Subsequent to February 28, 2013, the exercise pfi@all stock options was reduced to $0.10, sukdedSX
Venture approval as well as disinterested sharehdagproval with respect to those stock optionstgic to
insiders of the Company.

Stock option transactions are summarized as follows

Weighted
Average
Number Exercise
of Options Price
Balance, February 28, 2011 4,327,125 $ 0.82
Repriced (4,327,125) 0.82
Repriced 4,327,125 0.30
Balance, February 29, 2012 and February 28, 2013 3274125 $ 0.30
Number of options currently exercisable 4,327,125 $ 0.30
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9.

CAPITAL STOCK AND RESERVES (contd...)

Warrants

As at February 29, 2013, the Company had outstgrsliiare purchase warrants and broker warrantsingahke
holders to acquire common shares as follows:

Number Exercise
of Warrants Price Expiry Date
Purchase warrants 254,000 $ 0.25 MayQ44
Broker warrants 15,240 0.25 May 24, 2014
269,240

Warrant transactions are summarized as follows:

Weighted

Average

Number Exercise

of Warrants Price
As at February 28, 2011 and February 29, 2012 33, $ 0.75
Issued 269,240 0.25
Expired (304,332 0.75
As at February 28, 2013 269,240 $ 0.25

Stock-based compensation

For the year ended February 28, 2013, the Comparorded $7,856 (February 29, 2012 - $224,567)czk-based
compensation expense pursuant to the vesting 6005February 29, 2012 — 2,640,000) stock optioasted in a
prior year, with an offset to reserves for optitimst vested during the current year.

During the year ended February 28, 2013, the Comnpdso repriced Nil (2012 - 4,327,125) previoustgiged
stock options that were exercisable at prices rangiom $0.55 - $4.50 to a price of $0.30 per aptids a result,
additional stock-based compensation of $Nil (Fety@8, 2012 - $36,024) has been recorded.

The weighted average fair value of stock option@riced during the year ended February 29, 2013 it
(February 29, 2012 - $0.09) per option.
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9. CAPITAL STOCK AND RESERVES (cont'd...)
Stock-based compensatiofcont’d...)
The following weighted average assumptions wered Use the Black-Scholes valuation of stock opticarsd
compensation options granted or repriced during/éfzes ended February 28, 2013 and February 22, 201
2013 2012
Risk-free interest rate: - 0.89%
Expected life of options: - 3 years
Annualized volatility: - 109.24%
Dividend rate: - 0%
10. RELATED PARTY TRANSACTIONS

During the year ended February 28, 2013, the Cogpa

a) Paid or accrued $215,000 (2012 - $120,000) fanagement fees, $9,000 (2012 - $12,000) for remat, &il
(2012 - $120,000) for geological consulting feeduded in deferred exploration costs to a compamyrolled
by the former CEO of the Company and to the cur@® of the Company.

b) Paid or accrued $27,000 (2012 - $15,000) foriadtnation fees and $6,000 (2012 - $Nil) for rem@a company
owned by an officer of the Company.

Included in accounts payable and accrued liaddlitit February 28, 2013 is $267,647 (February @82 2 $27,112)
owing to a company controlled by the former CEQh& Company and to the current CEO of the Compalhy,
related to the above transactions.

The remuneration of directors and key managemendopmnel during the years ended February 28, 2043 a
February 29, 2012 are as follows:

2013 2012
Administration fees $ 27,000 $ 15,000
Directors’ fees 40,104 39,000
Management fees 215,000 120,000
Professional fees 53,408 42,600
Rent 15,000 12,000
Stock-based compensation (i) - 166,536

Geological consulting fees included in deferredlesgiion costs - 120,000
$ 350,512 $ 515,136

(i) Stock-based compensation is the fair valueptfons granted
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11.

12.

13.

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FL OWS

Cash paid during the year for interest $ - $ -

Cash paid during the year for income taxes $ - $ -

The significant non-cash investing and financireggactions during the year ended February 28, R@lBled:

a) the issuance of 15,240 finder's warrants value$i585, in conjunction with a private placement (N®}e
and

b) accruing $Nil of deferred exploration costs for kexption and evaluation assets and $1,256,519 of
acquisition costs related to the acquisition of Reno Creek Property in accounts payable and atcrue
liabilities.

The significant non-cash investing and financimmgactions during the year ended February 29, R@liied:
a) receiving 1,000,000 common shares of a publiclggthcompany to settle receivables of $60,000; and

b) accruing $3,443 of deferred exploration costs fepl@ration and evaluation assets and $1,260,648 of
acquisition costs related to the acquisition of Reno Creek Property in accounts payable and atcrue
liabilities as at February 29, 2012.

COMMITMENTS

During the year ended February 29, 2008, the Cognpatered into management services agreementstiéth
Company’s President and its Chief Operating Offid®oth contracts were effective from January 1, 200
December 31, 2009 (subsequently amended to Deceddhet011) and remuneration was originally $20,pe0
month (reduced to $10,000 per month effective Jania 2009). On April 1, 2010, these managementices
agreements were replaced by new, substantivelytigdédnagreements with effective dates from April2D10 to
March 31, 2013 with remuneration of $10,000 per thorf the Company terminates either agreement, the
Company will, in certain circumstances, be obligai® make a termination payment equal to twenty-foues the
monthly management fee.

INCOME TAXES

A reconciliation of income taxes at statutory rageas follows:

2013 2012
Loss for the year $ (3,033,511) $ (23,137,648)
Expected income tax (recovery) $ (758,000) $ (6,074,000)
Change in statutory, foreign tax and foreign exdearates (123,000) (138,000)
Permanent difference 22,000 189,000
Change in unrecognized deductible temporary diffege 859,000 6,023,000
Total income tax expense (recovery) $ - 3 -
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13. INCOME TAXES (contd...)

The Canadian income tax rate declined during tla glee to changes in the law that reduced corparatene tax

rates in Canada.

The significant components of the Company's unamabdeferred tax assets are as follows:

2013 2012

Deferred Tax Assets (Liabilities):
Exploration and evaluation assets
Property and equipment
Marketable securities
Allowable capital losses

Non-capital losses available for future period

Unrecognized deferred tax assets

Net deferred tax assets

$ 8,024,000 $ 7,349,000

46,000 52,000
25,000 50,000
225,000 178,000

4,304,000 4,136,000

12,624,000 11,765,000
(12,624,00p _ (11,765,00p

$ - 8 -

The significant components of the Company’s unrecaayl temporary differences and tax losses arelksvs:

2013 Expiry Date Range 2012
Temporary differences:

Exploration and evaluation assets 29,132,000 expiry date $ 27,150,000
Property and equipment 190,000 No expiry date 6,10
Marketable securities 203,000 No expiry date ,a02
Share issue costs 2,000 2034 -2037 -
Allowable capital losses 898,000 No expiry date 711,000
Investment tax credits 150,000 2020 - 2032 1ED,0
Non-capital losses available for future period , 706,000 2014 - 2033 16,035,000

Tax attributes are subject to review, and poteatifilistment, by tax authorities.

14. 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 inpuised to estimate the fair values. The three levktbe 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&ehdata.
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14.

FINANCIAL AND CAPITAL RISK MANAGEMENT  (contd...)

The fair value of the Company’s receivables andants payable and accrued liabilities approximiagér tcarrying
values due to their short-term nature. The Comiganther financial instruments, being cash and e@tde
securities, are measured at fair value using L&weputs.

The Company is exposed to varying degrees to atyaof financial instrument related risks:

Credit risk

Credit risk is the risk of an unexpected loss dustomer or third party to a financial instrumeails to meet its
contractual obligations.

The Company’s cash is held at a large Canadiandiahinstitution in interest bearing accounts.

The Company’s receivables consist mainly of amodnis from the sale of exploration and evaluaticsetssand
HST receivable due from the government of CanadddqN).

Liquidity risk
Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tfalydue.

The Company manages liquidity risk through its t@pnanagement as outlined below. Accounts payweditting
to exploration and evaluation assets and othenexsgayable and accrued liabilities are due witimia year.

The Company has a working capital deficiency asedruary 28, 2013 of $1,908,516. Included in actopayable
and accrued liabilities are finder's and establishinfees (and accrued interest thereon) totalingg3®1279
(US$1,597,894) associated with the acquisitiorhefReno Creek Property (Note 7).

Market risk

Market risk is the risk of loss that may arise frohanges in market factors such as interest riesgn exchange
rates, and commodity and equity prices.

a) Interest rate risk

Interest rate risk is the risk that the fair valmefuture cash flows of a financial instrument willictuate
because of changes in market interest rates.

The risk that the Company will realize a loss asesult of a decline in the fair value of the sherm
investments is minimal because these investmetitsver daily.
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14.

FINANCIAL AND CAPITAL RISK MANAGEMENT  (contd...)
Market risk(cont'd...)
b) Foreign currency risk

The Company is exposed to the financial risk relatethe fluctuation of foreign exchange rates. Tognpany
operates in Canada, the United States and Irelemel.Company funds cash calls to its subsidiary conigs
outside of Canada in US dollars and a portion ®feitpenditures are also in the other local curemncrhe
greatest risk is the exchange rate of the Canatbfiar relative to the US dollar and a significahtinge in this
rate could have an effect on the Company’'s resufit®perations, financial position or cash flows.eTh
Company has not hedged its exposure to currencyufitions. At February 28, 2013, the Company isoszd
to currency risk through the following assets dadilities denominated in US dollars:

US$
Cash 22,038
Reclamation bonds 6,688
Accounts payable and accrued liabilities (1,600)848
Net exposure (1,572,122)

Based on the above net exposure as at Februa®028, and assuming that all other variables remairstant,
a 10% change in the value of the Canadian dollainagthe US dollar would not materially affect tbes from
operations.

c) Price risk

The Company is exposed to price risk with respeatammodity prices, particularly uranium. The Compa
closely monitors commodity prices to determineappropriate course of action to be taken by the gzom.

The Company currently maintains investments inatennarketable securities. There can be no asseithat
the Company can exit these positions if requiredulting in proceeds approximating the carryingugabf
these securities.

Capital management

The Company’s objectives when managing capitalt@reafeguard the Company’s ability to continue aging

concern in order to pursue the exploration ofésource properties. The Company relies mainly aityeégsuances
to raise new capital and on entering joint ventageeements on certain properties which enables dohserve
capital and to reduce risk. In the management pftaia the Company includes the components of $tudders’

equity. The Company prepares annual estimates ploetion expenditures and monitors actual expenett
compared to the estimates in effort to ensuretti@at is sufficient capital on hand to meet ongabhtjgations. The
Company’s investment policy is to negotiate premitmerest rates on savings accounts or to investash in
highly liquid short-term deposits with terms of opear or less and which can be liquidated at amg twithout
interest penalty. The Company will require addiéibfinancing in order to provide working capital fisnd costs
relating to the financing of the investment in Reno Creek Property and fund its exploration prograThese
financing activities may include issuances of ddddl debt or equity securities or disposal of vese property
interests in order to re-invest the proceeds.

The Company currently is not subject to externaiiyosed capital requirements. There were no ctaig¢he
Company’s approach to capital management.
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15. SEGMENTED INFORMATION
The primary business of the Company is the adipmsand exploration of resource properties.

Geographic information is as follows:

February 28, February 29,

2013 2012
Capital assets
Canada $ 5251 $ 9,932
United States 8,308,260 10,268,130

$ 8313511 $10,278,062

16. SUBSEQUENT EVENT

Subsequent to February 28, 2013, the Company coaipéepurchase and sale agreement, between RoyalidS

a subsidiary of Aldershot Resources Ltd. (“Aldet8h@nd NCA Nuclear Inc. and Kilgore Gold Co., sidaries of

the Company, whereby Aldershot has acquired théndftk and Alzada properties located in Crooke cgunty
Wyoming, and Carter county, Montana. Consideratieceived by the Company was US$120,000 and 250,000
common shares of Aldershot (of which US$10,000 reaseived as at February 28, 2013).
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