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Notice to Readers

Under National Instrument 51-102, Part 4.3(3)(a), if an auditor has not performed a review of the interim
financial statements, they must be accompanied by a notice indicating that the financial statements have not
been reviewed by an auditor.

The accompanying unaudited condensed interim financial statements of Newton Gold Corp. for the three
months ended March 31, 2013 have been prepared in accordance with International Accounting Standard 34 for
Interim Financial Reporting under International Financial Reporting Standards. These condensed interim
financial statements are the responsibility of the Company’s management and have been approved by the
Board of Directors. The Company’s independent auditors have not performed an audit or review of these
condensed interim financial statements.



NEWTON GOLD CORP.

Condensed Interim Statements of Financial Position
(Expressed in Canadian Dollars)

(Unaudited)
March 31 December 31
As at 2013 2012
Assets
Current
Cash $ 11,068 S 76,807
Amounts receivable 12,329 4,487
Prepaid expenses 3,155 4,997
26,552 86,271
Non-current
Exploration and evaluation assets (note 4) 1,837,559 1,833,334
$ 1,864,111 $ 1,919,605
Liabilities
Current
Accounts payable and accrued liabilities $ 79,626 5 95,507
Due to related parties (note 8) 134,878 101,300
214,504 196,807
Shareholders’ Equity
Share capital (note 5) 11,173,347 11,173,347
Share subscriptions receivable - (9,000)
Resenes 463,265 498,549
Accumulated deficit (9,987,005) (9,940,098)
1,649,607 1,722,798
$ 1,864,111 $ 1,919,605

Nature and continuance of operations (note 1)
Commitments (note 4)
Contingent liability (note 7)

These condensed interim financial statements were authorized for issue by the Board of Directors on May 14,

2013. They are signed on the Company’s behalf by:

“Mark McLeary”
Director

The accompanying notes are an integral part of these financial statements.

“tan Foreman”

Director
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NEWTON GOLD CORP.

Condensed Interim Statements of Comprehensive Loss
(Expressed in Canadian Dollars)

(Unaudited)
For the three months ended
March 31 March 31
2013 2012
Expenses
Accounting and auditing {note 6) 5000 $ 4,320
Administration fees (note 6) 912 =
Consulting and management (note 6) 59,750 37,250
Director fees (note 6) - 1,500
Insurance 1,725 2,363
Investor communications 600 =
Legal 5,186 3,257
Office and sundry 4,327 13,8656
Regulatory and transfer agent fees 1,790 7,528
Share-based compensation (notes 5(d) and &) 1,244 49,414
Travel and business development 2,901 3,802
Net and comprehensive loss for the year {83,435) {123,300)
Basic and diluted loss per share {0.00) (0.00)
Weighted average number of shares outstanding 38,012,868 28,298,253
5

The accompanying notes are an integral part of these financial statements.
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NEWTON GOLD CORP.

Condensed Interim Statements of Cash Flows
(Expressed in Canadian Dollars)

(Unaudited)
For the three months ended
March 31 March 31
2013 2012
Cash provided by (used for)
Operating activities
Net loss for the period $ (83,435) $ (123,300)
Add items not affecting cash
Share-based compensation 1,244 49,414
(82,191} (73,886)
Net change in non-cash working capital {21,901) (122,826)
{104,092) (196,712)
Financing activities
Due to related parties 33,578 =
Issuance of common shares, net of share issuance costs - 170,100
Share subscription received 9,000 -
42,578 170,100
Investing activities
Expenditures on exploration and evaluation assets (4,223) 37,206
(4,225) 37,206
Netincrease (decrease) in cash {65,739) 10,594
Cash, beginning of period 76,807 58,280
Cash, end of period $ 11,068 $ 68,874
Interest paid $ - 8 55
Interest received $ - 3 -
-

The accompanying notes are an integral part of these financial statements.



NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)
(Unaudited)

For the Three Months Ended March 31, 2013

1.

NATURE AND CONTINUANCE OF OPERATIONS

Newton Gold Corp. (the “Company”) was incorporated on June 24, 2004 pursuant to the Business
Corporations Act (British Columbia) and is listed on the TSX Venture Exchange (“TSX-V"). The
Company’s primary business is the acquisition and exploration of mineral properties. The Company is
considered to be in the exploration stage. On February 9, 2011, the name of the Company was
changed from New High Ridge Resources Inc. to Newton Gold Corp.

The Company's corporate office is located at Suite 400, 409 Granville Street, Vancouver, British
Columbia V6C 1T2.

The Company is an exploration stage company with respect to its exploration and evaluation assets.
Based on the information available to date, the Company has not yet determined whether its exploration
and evaluation assets contain economically recoverable reserves. The recoverability of the amounts
shown for exploration and evaluation assets is dependent upon the confirmation of economically
recoverable reserves, the ability of the Company to obtain necessary financing to successfully complete
their development, and upon future profitable production or disposition thereof.

These condensed interim financial statements have been prepared on a going concern basis which
assumes that the Company will be able to realize its assets and discharge its liabilities in the normal
course of business for the foreseeable future. The continuing operations of the Company are
dependent upon its ability to continue to raise adequate financing and to commence profitable
operations in the future. Further discussion of liguidity risk has been disclosed in Note 8b.

The Company does not generate cash flow from operations to fund its exploration activities, and has
therefore relied upon the issuance of securities for financing. The Company intends to continue relying
upen the issuance of securities to finance its operations and exploration activities to the extent such
instruments are issuable under terms acceptable to the Company. While the Company has been
successful in raising funds in the past, it is uncertain whether it will be able to raise sufficient funds in the
future. These material uncertainties may cast significant doubt upon the Company’s ability to continue
as a going concern. If the Company is unable to secure additional financing, repay liabilities as they
come due, negotiate suitable joint venture agreements, and/or continue as a going concern, then
material adjustments would be required to the carrying value of assets and liabilities and the balance
sheet classifications used. These condensed interim financial statements do not include any
adjustments relating to the recovery of assets and classification of assets and liabilities that may arise
should the Company be unable to continue as a going concern.

Although the Company has taken steps to verify title to exploration and evaluation assets in which it has
an interest, in accordance with industry norms for the current stage of exploration of such properties,
these procedures do not guarantee the Company’s title. Property may be subject to unregistered prior
agreements and non-compliance with regulatory requirements.



NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)

(Unaudited)

For the Three Months Ended March 31, 2013

2.

BASIS OF PREPARATION

a)

b)

c)

Basis of preparation

These condensed interim financial statements have been prepared on a historical cost basis
except for financial instruments classified as fair value through profit and loss, which are measured
at fair value. In addition, these condensed interim financial statements have been prepared using
the accrual basis of accounting, except for cash flow information.

Presentation and functional currency
The presentation and functional currency of the Company is the Canadian dollar.
Significant accounting judgments and estimates

The preparation of these condensed interim financial statements using accounting policies
consistent with IFRS requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, disclosure of contingent assets and liabilities, and the
reported amounts of revenues and expenses. The preparation of these condensed interim financial
statements also requires management to exercise judgment in the process of applying the
accounting policies.

i) Critical accounting estimates

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized prospectively from the period in which the estimates are
revised. The following are the key estimate and assumption uncertainties that have a significant
risk of resulting in a material adjustment within the next financial year:

(a) Impairment of exploration and evaluation assets

When there are indications that an asset may be impaired, the Company is required to
estimate the asset’s recoverable amount. Recoverable amount is the greater of value in use
and fair value less costs to sell. Determining the value in use requires the Company to
estimate expected future cash flows associated with the asset and a suitable discount rate
in order to calculate present value. No impairments of exploration and evaluation assets
have been recorded for the three months ended March 31, 2013 (March 31, 2012 — $Nil).

(b) Share-based compensation

Management is required to make certain estimates when determining the fair value of stock
options awards, and the number of awards that are expected to vest. These estimates
affect the amount recognized as share-based compensation in the Company's statement of
comprehensive loss. For the three months ended March 31, 2013, the Company recognized
$1,244 (March 31, 2012 - $49,414) as share-based compensation expense.



NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)

(Unaudited)

For the Three Months Ended March 31, 2013

2. BASIS OF PREPARATION (continued)

<)

Significant accounting judgments and estimates (continued)

ii) Critical judgments used in applying accounting policies

In the preparation of these condensed interim financial statements, management has made
judgments, aside from those that involve estimates, in the process of applying the accounting
policies. These judgments can have an effect on the amounts recognized in the condensed
interim financial statements.

(a)

(b)

Exploration and evaluation assets

Management is required to apply judgment in determining whether technical feasibility and
commercial viability can be demonstrated for its exploration and evaluation assets. Once
technical feasibility and commercial viability of a property can be demonstrated, it is
reclassified from exploration and evaluation assets and subject to different accounting
treatment. As at December 31, 2012 and March 31, 2013, management had determined
that no reclassification of mineral properties was required.

Income taxes

The measurement of income taxes payable and deferred income tax assets and liabilities
requires management to make judgments in the interpretation and application of the
relevant tax laws. The actual amount of income taxes only becomes final upon filing and
acceptance of the tax return by the relevant authorities, which occurs subsequent to the
issuance of the annual financial statements.

3. SIGNIFICANT ACCOUNTING POLICIES

a)

Financial instruments

Financial assets and financial liabilities are recognized on the statement of financial position when
the Company becomes a party to the contractual provisions of the financial instrument. The
Company does not have any derivative financial instruments.

i) Financial assets

The Company classifies its financial assets into categories at initial recognition, depending on
the purpose for which the asset was acquired. The Company’s accounting policy for each
category is as follows:

(a)

Fair value through profit or loss

This category comprises derivatives, or financial assets acquired or incurred principally for
the purpose of selling or repurchasing in the near term. They are carried in the statements
of financial position at fair value, with changes in fair value recognized in profit or loss. The
Company has not classified any financial assets as fair value through profit and loss.

10



NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)

(Unaudited)

For the Three Months Ended March 31, 2013

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

a)

Financial instruments (continued)

i) Financial assets (continued)

(b)

(c)

(d)

Loans and receivables

These assets are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are carried at amortized cost less any provision
for impairment. Individually significant receivables are considered for impairment when they
are past due or when other objective evidence is received that a specific counterparty will
default. Cash is classified as loans and receivables.

Held-to-maturity investments

These assets are non-derivative financial assets with fixed or determinable payments and
fixed maturities that the Company’s management has the positive intention and ability to
hold to maturity. These assets are measured at amortized cost using the effective interest
rate method. If there is objective evidence that the investment is impaired, determined by
reference to external credit ratings and other relevant indicators, the financial asset is
measured at the present value of estimated future cash flows. Any changes to the carrying
amount of the investment, including impairment losses, are recognized in profit or loss. The
Company has not classified any financial assets as held-to-maturity investments.

Available-for-sale

MNon-derivative financial assets not included in the above categories are classified as
available-for-sale. They are carried at fair value with changes in fair value recognized
directly in octher comprehensive income or loss (“OCI%). Where a decline in the fair value of
an available-for-sale financial asset constitutes objective evidence of impairment, the
amount of the loss is removed from OCI and recognized in profit or loss. The Company has
not classified any financial assets as available-for-sale.

Transaction costs associated with fair value through profit or loss financial assets are expensed
as incurred, while transaction costs associated with all other financial assets are included in the
initial carrying amount of the asset.

All financial assets except for those at fair value through profit or loss are subject to review for
impairment at least at each reporting date. Financial assets are impaired when there is any
objective evidence that a financial asset or a group of financial assets is impaired. Different
criteria to determine impairment are applied for each category of financial assets, which are
described above.

ii) Financial liabilities

The Company classifies its financial liabilities into one of two categories depending cn the
purpose for which the asset was acquired. The Company’s accounting policy for each category
is as follows:

11



NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)

(Unaudited)

For the Three Months Ended March 31, 2013

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

a)

b)

Financial instruments (continued)
ii) Financial liabilities (continued)
(a) Fair value through profit or loss

This category comprises derivatives, or liabilities acquired or incurred principally for the
purpose of selling or repurchasing in the near term. They are carried in the statement of
financial position at fair value, with changes in fair value recognized in the statement of
comprehensive loss. The Company has not classified any financial liabilities as fair value
through profit and loss.

(b) Other financial liabilities

This category includes accounts payable and accrued liabilities, amounts due to related
parties, and other liabilities, which are recognized at amortized cost.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position is comprised of cash at banks and
on hand, and short term deposits with an original maturity of three months or less, which are
readily convertible into a known amount of cash and subject to insignificant interest or credit risk.

Exploration and evaluation assets

The Company is in the exploration stage with respect to its investment in mineral properties;
accordingly, it follows the practice of capitalizing all costs, once it has the legal right to explore,
relating to the acquisition of, exploration for, and development of mineral claims, and crediting all
proceeds received against the cost of the related claims. Such costs include, but are not exclusive
to geological, geophysical studies, exploratory drilling, and sampling.

Once the technical feasibility and commercial viability of the extraction of mineral resources in an
area of interest are demonstrable, exploration and evaluation assets attributable to that area of
interest are first tested for impairment and then reclassified to mining property and development
assets. At such time as commercial production commences, these costs will be charged to
operations on a unit-of-production method based on proven and probable reserves.

The aggregate costs related to abandoned mineral claims are charged to net income (loss) at the
time of any abandonment, or when it has been determined that there is evidence of a permanent
impairment. An impairment charge relating to an exploration and evaluation asset is subsequently
reversed if new exploration results or actual or potential proceeds on sale or farm-out of the
property result in a revised estimate of the recoverable amount, but only to the extent that this does
not exceed the original carrying value of the property that would have resulted if no impairment had
been recognized.

The recoverability of amounts shown for exploration and evaluation assets is dependent upon the

discovery of economically recoverable reserves, the ability of the Company to obtain financing to
complete development of the properties, and on future production or proceeds of disposition.

12



NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)

(Unaudited)

For the Three Months Ended March 31, 2013

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

c)

d)

Exploration and evaluation assets (continued)

If the Company recognizes net income (loss) costs recovered on exploration and evaluation assets
when amounts received or receivable are in excess of the carrying amount, then the Company
recognizes this as a gain on sale of mineral rights.

All capitalized exploration and evaluation expenditures are monitored for indications of impairment.
Where a potential impairment is indicated, assessments are performed for each area of interest.
To the extent that exploration expenditures are not expected to be recovered, they will be charged
to profit or loss.

Impairment

At each financial position reporting date, the carrying amounts of the Company’'s assets are
reviewed to determine whether there is any indication that those assets are impaired. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent
of the impairment, if any. Where the asset does not generate cash flows that are independent from
other assets, the Company estimates the recoverable amount of the cash-generating unit to which
the asset belongs.

An asset’s recoverable amount is the higher of fair value less costs to sell and value in use. Fair
value is determined as the amount that would be obtained from the sale of the asset in an arm's
length transaction between knowledgeable and willing parties. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset.
If the recoverable amount of an asset or cash generating unit is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its recoverable amount and the
impairment loss is recognized in profit or loss for the period.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, so that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognized for the asset (or cash-generating unit) in prior years. A
reversal of an impairment loss is recognized immediately in profit or loss.

Foreign currency translation

Transactions in currencies other than the functional currency are recorded at the rates of exchange
prevailing on the dates of the transactions. At each financial position reporting date, monetary
assets and liabilities that are denominated in foreign currencies are translated at the rates
prevailing at the date of the statement of financial position. Non-monetary items that are measured
in terms of historical cost in a foreign currency are nct retranslated.

Foreign currency gains and losses are reported on a net basis and included in profit or loss.

Joint venture accounting

Certain of the Company’s exploration and evaluation asset activities are conducted with others;
accordingly, the accounts reflect only the Company’s proportionate interest in such activities.

13



NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)

(Unaudited)

For the Three Months Ended March 31, 2013

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

g) Share capital

h)

i) Common shares

Common shares are classified as equity. Transaction costs directly attributable to the issue of
common shares and share options are recognized as a deduction from equity, net of any tax
effects.

ii) Equity units

Proceeds received on the issuance of units, comprised of common shares and warrants, are
allocated on the residual value method; proceeds are allocated to the common shares up to
their fair value, as determined by the current quoted trading price on the announcement date,
and the balance, if any, to the reserve for warrants.

iii) Flow-through shares

The Company will from time to time issue flow-through common shares to finance its
exploration program. Pursuant to the terms of the flow-through share agreements, these shares
transfer the tax benefit of qualifying resource expenditures to investors. On issuance, the
Company bifurcates the flow-through share into: i) share capital, equal to the market value of
the shares; ii) a flow-through share premium liability, equal to the estimated premium, if any,
investors pay for the flow-through feature; and iii) reserve for warrants, equal to the remaining
proceeds received.

When gqualifying expenses are incurred, the Company recognizes a deferred tax liability and
deferred tax expense for the value of the tax benefit renounced to the shareholders. The
Company also derecognizes the liability on the flow-through share premium, as other income.

Proceeds received from the issuance of flow-through shares are restricted to be used only for
Canadian exploration expenses (as defined in the Income Tax Act). The portion of the proceeds
received but not yet expended at the end of the Company’s period is disclosed separately as
unspent commitment/other liability (liability on flow-through share premium).

Share-based payment transactions

The share option plan allows Company employees and consultants to acquire shares of the
Company. The fair value of options granted is recognized as an employee or consultant expense
with a corresponding increase in equity. An individual is classified as an employee when the
individual is an employee for legal or tax purposes (direct employee) or provides services similar to
those performed by a direct employee.

Where the share options are awarded to employees, the fair value is measured at grant date, and
each tranche is recognized on the graded vesting method over the period during which the options
vest. The fair value of the options granted is measured using the Black-Scholes option pricing
model taking into account the terms and conditions upon which the options were granted. At each
financial position reporting date, the amount recognized as an expense is adjusted to reflect the
actual number of share options that are expected to vest.

14



NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)

(Unaudited)

For the Three Months Ended March 31, 2013

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

h)

i)

Share-based payment transactions (continued)

Where share options are granted to non-employees, they are recorded at the fair value of the
goods or services received in profit or loss, unless they are related to the issuance of shares.
Amounts related to the issuance of shares are recorded as a reduction of share capital.

All share-based payments are reflected in reserves, until exercised. Upon exercise, shares are
issued from treasury and the amount reflected in reserves is credited to share capital, adjusted for
any consideration paid.

Equity reserves

Where share options or warrants expire or are cancelled, the fair value previously recognized is
transferred from the equity reserve to accumulated deficit.

Income taxes

Income tax on the profit or loss for the years presented comprises current and deferred tax.
Income tax is recognized in profit or loss except to the extent that it relates to items recognized in
other comprehensive income or loss or directly in equity, in which case it is recognized in other
comprehensive income or loss or equity.

Current tax expense is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantively enacted at year end, adjusted for amendments to tax payable with
regards to previous years.

Deferred tax is provided using the liability method, providing for unused tax loss carry forwards and
temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The following temporary differences are not
provided for: goodwill not deductible for tax purposes; the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit; and differences relating to investments in
subsidiaries, associates, and joint ventures to the extent that they will probably not reverse in the
foreseeable future. The amount of deferred tax provided is based on the expected manner of
realization or settlement of the carrying amount of assets and liabilities, using tax rates enacted or
substantively enacted at the end of the reporting period applicable to the period of expected
realization or settlement.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits
will be available against which the asset can be utilized.

Additional income taxes that arise from the distribution of dividends are recognized at the same
time as the liability to pay the related dividend.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by the
same taxation authority and the Company intends to settle its current tax assets and liabilities on a
net basis.

15



NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)

(Unaudited)

For the Three Months Ended March 31, 2013

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

k)

m)

n)

Rehabilitation provision

An obligation to incur restoration, rehabilitation and environmental costs arises when
environmental disturbance is caused by the exploration, development or ongoing production of a
mineral property interest. Such costs arising from the decommissioning of plant and other site
preparation work, discounted to their net present value, are provided for and capitalized at the start
of each project to the carrying amount of the asset, as soon as the obligation to incur such costs
arises. Discount rates using a pre-tax rate that reflects the time value of money are used to
calculate the net present value. These costs are charged against profit or loss over the economic
life of the related asset, through amortization using either the unit-of-production or the straight-line
method. The related liability is adjusted for each period for the unwinding of the discount rate and
for changes to the current market-based discount rate, amount or timing of the underlying cash
flows needed to settle the obligation. Costs for restoration of subsequent site damage which is
created on an ongoing basis during production are provided for at their net present values and
charged against profits as extraction progresses. The Company has no material restoration,
rehabilitation and environmental costs as the disturbance to date is minimal.

Loss per share

The Company presents basic and diluted loss per share for its common shares, calculated by
dividing the loss attributable to common shareholders of the Company by the weighted average
number of common shares outstanding during the period. Diluted loss per share is determined by
adjusting the loss attributable to common shareholders and the weighted average number of
common shares outstanding for the effects of all dilutive potential common shares.

Segment reporting

The Company operates in a single reportable segment being the acquisition, exploration, and
development of exploration and evaluation assets.

New accounting standards and interpretations not yet adopted

The following accounting pronouncements have been released but have not yet been adopted by
the Company:

i) IFRS 8 Financial Instruments

In November 2009, the |ASB issued, and subsequently revised in October 2010, IFRS 2
Financial Instruments (IFRS 9) as a first phase in its ongoing project to replace IAS 39. IFRS 9,
which is to be applied retrospectively, is effective for annual periods beginning on or after
January 1, 2015, with earlier application permitted.

IFRS 9 uses a single approach to determine whether a financial asset is measured at amortized
cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS 9 is based on
how an entity manages its financial instruments in the context of its business model and the
contractual cash flow characteristics of the financial assets. The new standard also requires a
single impairment method to be used, replacing the multiple impairment methods in IAS 39. The
standard also adds guidance on the classification and measurement of financial liabilities.
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NEWTON GOLD CORP.

Notes to the Condensed Interim Financial Statements
(Expressed in Canadian Dollars)

(Unaudited)

For the Three Months Ended March 31, 2013

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

n)

New accounting standards and interpretations not yet adopted (continued)

i)

i)

IFRS 9 Financial Instruments (continued)

Management has not yet determined the potential impact the adoption of IFRS 2 will have on
the Company’s financial statements.

IFRS 10 Consolidated Condensed interim financial statements

In May 2011, the IASB issued IFRS 10 Consolidated Condensed interim financial statements
(IFRS 10). IFRS 10, which is to be applied retrospectively, is effective for annual periods
beginning on or after January 1, 2013, with earlier application permitted.

IFRS 10 replaces Standing Interpretations Committee 12 Consolidation — Special Purpose
Entities (SIC 12) and |AS 27 Consclidated and Separate Condensed interim financial
statements (IAS 27). IFRS 10 eliminates the current risk and rewards approach and establishes
control as the single basis for determining the consolidation of an entity. The standard provides
guidance on how to apply the control principles in a number of situations, including agency
relationships and holding potential voting rights.

Management has determined that the adoption of IFRS 10 is not expected to impact the
Company’s financial statements as it does not have any subsidiaries at this time.

iii) IFRS 12 Disclosure of Interests in Other Entities

In May 2011, the IASB issued IFRS 12 Disclosure of Interests in Other Entities (IFRS 12). IFRS
12, which is to be applied retrospectively, is effective for annual periods beginning on or after
January 1, 2013, with earlier application permitted.

IFRS 12 outlines the required disclosures for interests in subsidiaries and joint arrangements.
The new disclosures require information that will assist financial statement users to evaluate the
nature, risks and financial effects associated with an entity’s interests in subsidiaries and joint
arrangements.

Management has determined that the adoption of IFRS 12 is not expected to impact the
Company’s financial statements as it does not have any subsidiaries at this time.

iv) IFRS 13 Fair Value Measurement

In May 2011, the |ASB issued IFRS 13 Fair Value Measurement (IFRS 13). IFRS 13, which is to
be applied prospectively, is effective for annual periods beginning on or after January 1, 2013,
with earlier application permitted.

IFRS 13 defines fair value, provides a framework for measuring fair value, and includes
disclosure requirements for fair value measurements. IFRS 13 will be applied in most cases
when another IFRS requires (or permits) fair value measurement.

Management has determined that the adoption of IFRS 13 is not expected to impact the
Company’s financial statements.
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For the Three Months Ended March 31, 2013

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

n)

New accounting standards and interpretations not yet adopted (continued)

v) Other

In June 2011, the IASB issued amendments to IAS 1 Presentation of Condensed interim
financial statements, to revise the way in which other comprehensive income is presented. The
Company does not believe the changes resulting from the amended standard will have an
impact on its financial statements. The amended standard is effective for annual periods
beginning on or after July 1, 2012,

In June 2011, the IASB issued amendments to IAS 19 Employee Benefits, with revised
requirements for pensions and other postretirement benefits, termination benefits, and other
changes. The Company does not believe the changes resulting from these amendments are
relevant to its financial statements. The amended standard is effective for annual periods
beginning on or after January 1, 2013.

In May 2011, the IASB issued IFRS 11 Joint Arrangements, in addition to IFRS 10 and IFRS 12
as discussed above. The Company does not believe the changes resulting from this new
standard are relevant to its financial statements. IFRS 11 is effective for annual periods
beginning on or after January 1, 2013.

In October 2011, the 1ASB issued IFRIC 20 Stripping Costs in the production phase of a surface
mine. The Company does not believe the changes resulting from this new standard are relevant
to its financial statements. IFRIC 20 is effective for annual periods beginning on or after January
1, 2013,

In January 2013, the IASB issued amendments to |AS 27 Separate Financial Statements, which
aligns the new consolidation guidance prescrived in IFRS 10, Consolidated Financial
Statements, as it applies to investments in subsidiaries, joint ventures, and associates when an
entity either elects or is required by local regulations to prepare separate financial statements in
accordance with IFRS.

In January 2013, the |IASB issued amendments to IAS 28 Investments in Associates and Joint
Ventures, which was amended as a consequence of the issue of IFRS 10, Consolidated
Financial Statements; IFRS 11, Joint Arrangements; and IFRS 12, Disclosure of Interests in
Other Entities. |1AS 28 provides the accounting guidance for investments in associates and sets
out the requirements for the application of the equity method when accounting for investments
in associates and joint ventures.
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4.

EXPLORATION AND EVALUATION ASSETS

The Company had accumulated the following acquisition and exploration expenditures:

Chuchi Newton Hill  Sibley Road Total
Balance at December 31, 2011 % 61,261 & 5000 % - % 66,261
Acquisition costs - - 40,000 40,000
Balance at December 31, 2012 and March 31, 2013 § 61,261 % 5,000 § 40,000 § 106,261
Balance at December 31, 2011 $ 166,996 & 1,351,843 % - § 1518839
Assessment, property, and permit fees 6,543 15 - 6,558
Boarding, ledging, and travel - 2101 - 2101
Drilling - 110,838 - 110,838
Environmental - 1,707 - 1,707
Office and administration 82 2517 - 2,599
Samples, analysis, and review 492 27 983 - 28,475
Site senices and supplies (28,320) 49,004 - 20,654
Socio-economic/native liason - 903 - 903
Staking 824 - - 824
Wages, geological and site - 33,575 - 33,575
Balance at December 31, 2012 146,587 1,580,486 - 1,727,073
Consulting - - 4225 4 225
Balance at March 31, 2013 $ 146,587 $ 1,580,486 § 4225 § 1,731,298
At December 31, 2012 $ 207,848 3 1,585,486 3 40,000 $§ 1,833,334
At March 31, 2013 $ 207,848 $ 1,585486 $ 44,225 § 1,837,559
a) Chuchi Property
The Company owns a 100% interest in certain mineral claims located in the Omineca Mining
Division of British Columbia, referred to as the Chuchi Property.
In December 2008 the Company wrote down the recorded cost of the property to $Nil. As at
December 31, 2012, mineral property interests represent accumulated costs incurred on the
property since January 1, 2009.
b) Newton Property

On August 12, 2009, the Company entered into an agreement with Amarc Resources Ltd.
("*Amarc”) by which Amarc was granted an option to acquire an 80% interest in the Newton
property. Under the terms of the agreement, Amarc paid $60,000 to the underlying Newton
property owners and agreed to expend a total of $4,940,000 on the property in exploration
expenditures over seven years.
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4, EXPLORATION AND EVALUATION ASSETS (continued)

b)

Newton Property (continued)

Amarc earned an 80% interest in the Newton property and outlying area of interest under the
option agreement by funding $5,000,000 in exploration activities. On May 16, 2011 the Company
and Amarc entered into a Joint Venture Agreement to further explore the Newton property.

The Company held a 20% participating interest in certain mineral claims located in the Clinton
Mining Division of British Columbia, referred to as the Newton Property. Certain claims within the
property were subject to a 2% NSR. The NSR could have been purchased at any time by the
Company for $2,000,000. Under the agreement with Amarc Resources Ltd. (“Amarc”) cutlined
below, Amarc could cause the Company to exercise its option to purchase the NSR and the
Company would be required to pay its proportionate share of the purchase price, namely $400,000
to retain its 20% residual interest in the royalty. If the Company’s interest in the Joint Venture is
reduced to 10%, or less, then the Company’s interest will be converted to a 5% net profit interest.

Effective May 22, 2012, the Company exercised its right to convert its 20% participating interest to
a 5% net profits interest in the Newton Joint Venture. As such, the Company has no ongoing
financial obligations regarding this property.

As at March 31, 2013, the Company advanced $1,585,486 (December 31, 2012 — $1,585,486) to
Amarc Resources Ltd., of which $1,580,486 (December 31, 2012 - $1,580,486) was utilized for
exploration expenditures.

Sibley Road Property

On October 11, 2012, the Company signed the Letter of Intent to acquire an option to purchase up
to a 100% interest in the Sibley Road property located in Halifax County, Nova Scctia.

The Company has agreed to a two stage option. To exercise the First Option and earn a 50%
interest in the property, Newton shall pay Sibley $150,000 and incur a total of $12,000,000 in
expenditures within four years as follows:

- pay $40,000 (paid) on signing of the Letter of Intent;

- pay $110,000 within 24 hours of receiving the conditional acceptance of the agreement by the
TSX Venture Exchange;

- incur $2,000,000 in expenditures by the first anniversary date of the agreement for Phase |
exploration work;

- incur a further $3,000,000 in expenditures by the second anniversary date of the agreement for
Phase |l exploration work;

- incur a further $3,000,000 in expenditures by the third anniversary date of the agreement for
Phase Il exploration work; and

- incur a further $4,000,000 in expenditures by the fourth anniversary date of the agreement for
Phase IV exploration work.
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4.

5.

EXPLORATION AND EVALUATION ASSETS (continued)

c)

Sibley Road Property (continued)

After exercising the First Option, the Company will have 20 days to deliver notice of its intention to
exercise the Second Option. In order to exercise the Second Option and earn an undivided 100%
interest in the property, the Company will, within two business days of delivering the Second
Option Notice, issue common shares to the Optionor with a value of $12,000,000 at a price per
common share equal to the volume weighted average closing price over the 20 trading days
preceding the delivery of the Second Option Notice.

SHARE CAPITAL

a)

Common shares
Authorized:

Unlimited number of common shares without par value

Issued:
Issue
Number Price Amount
Balance at December 31, 2011 27,702,868 - % 10,750,362
Private placement - non-flow-through shares 10,310,000 0.043 441,600
Share issuance costs - cash - - (13,005)
Share issuance costs - agent warrants - - (5,610)
Balance at December 31, 2012 and March 31, 2013 38,012,868 - § 11,173,347

On February 17, 2012, the Company issued 1,260,000 units at $0.135 per unit for gross proceeds
of $170,100. Each unit consists of one common share and one share purchase warrant of the
Company. Each warrant is exercisable to purchase one common share of the Company until
February 17, 2014 at $0.30 per share for the first year and at $0.40 per share for the second year.
The full issue price was allocated to common shares.

On November 28, 2012, the Company issued 9,050,000 units at $0.03 per unit for gross proceeds
of $271,500. Each unit consists of one common share and one share purchase warrant of the
Company. Each warrant is exercisable to purchase one common share of the Company until
November 28, 2013 at $0.05 per share. The Company paid $13,005 and issued 423,500 agent
warrants (Note 5¢) as finders' fees in connection with the sale of these units. The full issue price
was allocated to common shares.
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5. SHARE CAPITAL {continued)

b} Warrants outstanding

Number of Woeighted Average

Warrants Exercise Price
Balance at December 31, 2011 12,083,600 $ 0.30
Warrants issued 10,310,000 0.04
Balance at December 31, 2012 and March 31, 2013 22,393,600 § 0.25

Number of

Expiry Date Warrants Exercise Price
July 21, 2013 3,200,000 $ 0.50
September 8, 2013 25,000 0.40
September 8, 2013 880,000 0.50
September 9, 2013 500,000 0.40
November 18, 2013 1,265,000 0.40
November 18, 2013 473,600 0.50
November 25, 2013 500,000 0.40
November 25, 2013 240,000 0.50
February 17, 2014 1,260,000 0.30/$0.40
November 28, 2013 9,050,000 0.05
January 28, 2015 () 5,000,000 0.30
22,393,600 § 0.25

(1) On December 14, 2012 the TSX Venture Exchanged consented to the extension date of 5,000,000 warrants that originally expire on January 28,
2013 to January 28, 2015.

c) Agentwarrants outstanding

Number of Weighted Average
Agent Options  Exercise Price

Balance at December 31, 2010 -3 -
Agent warrants issued 256,848 0.34
Balance at December 31, 2011 256,848 0.34
Agent warrants issued 423,500 0.05
Balance at December 31, 2012 680,348 % 0.16
Agent warrants expired (163,760) 0.30
Balance at March 31, 2013 516,588 % 0.12
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5. SHARE CAPITAL {continued)

<)

d)

Agent warrants outstanding (continued)

Number of Options

Expiry Date Outstanding Exercise Price
September 8, 2013 2000 % 0.40
September 8, 2013 6,400 0.50
November 18, 2013 78,800 0.40
November 18, 2013 5,888 0.50
November 28, 2013 423,500 0.05
516,588 $ 0.12

On November 28, 2012, 423,500 agent warrants were granted to acquire 423,500 common shares
of the Company at an exercise price of $0.05 per share for one year. These agent warrants have a
fair value, calculated using the Black-Scholes option pricing model, of $5,610 or $0.01 per option,
assuming an expected life of one year, a risk-free interest rate of 1.09%, an expected dividend rate
of 0.00%, and an expected annual volatility coefficient of 153%.

On January 28, 2013, 163,760 agent warrants expired with an exercise price of $0.30 per share.
Stock options outstanding

On May 24, 2012, the Company’'s Share Option Plan was approved. Under this plan, the Company
may grant options to directors, officers, employees, and consultants, provided that the maximum
number of options that are outstanding at any time shall not exceed 10% of the issued and
outstanding common shares of the Company. The exercise price of each option is based on the
market price of the Company’s common stock at the date of grant less applicable discount. The
options may be granted for a maximum of ten years and vesting is determined by the Board of
Directors.

Number of Weighted Average

Options Exercise Price
Balance at December 31, 2011 1,750,000 0.200
Options granted 800,000 0.100
Options expired/cancelled (900,000) 0.130
Balance at December 31, 2012 1,650,000 % 0.180
Options granted 250,000 $ 0.100
Balance at March 31, 2013 1,900,000 % 0.170
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5. SHARE CAPITAL {continued)

d)

Stock options outstanding (continued)

Number of Options
Grant Date Expiry Date Qutstanding Exercise Price
January 4, 2011 January 4, 2016 800,000 $ 0.175
October 24, 2011 October 24, 2016 800,000 0.200
March 22, 2012 March 21, 2017 50,000 0.100
January 8, 2013 January 8, 2014 250,000 0.100
1,900,000 § 0.170

On March 22, 2012, 700,000 stock options were granted to consultants of the Company to acquire
700,000 shares of the Company at an exercise price of $0.10 per share for a period of cne year.
These options have a fair value, calculated using the Black-Scholes option pricing model, of
338,315 or $0.05 per option, assuming an expected life of one year, a risk-free interest rate of
1.24%, an expected dividend rate of 0.00%, and an expected annual volatility coefficient of
105.00%.

On March 22, 2012, 100,000 stock options were granted to consultants of the Company to acquire
100,000 shares of the Company at an exercise price of $0.10 per share for a period of five years.
These options have a fair value, calculated using the Black-Scholes option pricing model, of
36,335 or $0.06 per option, assuming an expected life of five years, a risk-free interest rate of
1.67%, an expected dividend rate of 0.00%, and an expected annual volatility coefficient of 121%.

On January 8, 2013, 250,000 stock options were granted to a consultant of the Company to
acquire 250,000 shares of the Company at an exercise price of $0.10 per share for a period of one
year. These options have a fair value, calculated using the Black-Scholes option pricing model, of
$1,244 or $0.005 per option, assuming an expected life of one year, a risk-free interest rate of
1.17%, an expected dividend rate of 0.00%, and an expected annual volatility coefficient of 161%.

Agent options outstanding

Number of Weighted Average
Agent Options  Exercise Price

Balance at December 31, 2010 - % -
Agent options granted 256,000 0.25
Balance at December 31, 2011 and 2012, and March 31, 2013 256,000 $ 0.25

Number of Options

Grant Date Ex piry Date Outstanding Exercise Price
July 21, 2011 July 21, 2013 266,000 § 0.25
256,000 $ 0.25
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6.

RELATED PARTY TRANSACTIONS

The Company has identified the directors and senior officers as key management personnel. The
following table lists the compensation costs paid directly or to companies controlled by key management
personnel for the three months ended March 31, 2013 and 2012:

Administration Director Share-Based March 31, 2013

Accounting Fees Consulting Fees Compensation Total
Foremost Geological Consulting $ - % 10,500 $ -3 - 8 10,500
Foremost Management Senices Inc. - 912 - - - 912
McLeary Capital Management, Inc. - 19,500 - - 19,500
T. St. Denis, Inc. 14,040 - - - 14,040
Timeline Filing Sendces Ltd. - 3,000 - - 3,000
Yar Nieken - 6,000 - 1,244 7,244
5 14,040 § 912 & 39,000 % -3 1,244 § 55,196

Director Share-Based March 31, 2012

Accounting Consulting Fees Compensation Total
Fehr and Associates $ 11,410 $ -8 -3 -3 -3 11,410
Foremost Geological Consulting - - 10,500 - - 10,500
Lindsay Bottomer - - - 1,500 - 1,500
McLeary Capital Management, Inc. - - 19,500 - - 19,500
5 11,410 & - & 30,000 % 1,500 § - § 42,910

On January 28, 2011 the Company entered into an indefinite term contract with Foremost Geological
Consulting (the “consultant”), for the consultant to continue to act as primary technical consultant and
Director of the Company. A monthly consulting fee of $3,500 is payable to the consultant. The contract
may be cancelled by either party on 30 days written notice and, if cancelled by the Company, by
payment of an amount equivalent to two years annual salary. On termination of the contract the
consultant will be immediately retained by the Company as a non-paid advisor/consultant to the
Company until January 5, 2016 or for such time as the consultant still holds unexercised stock options
in the Company. On exercise of the consultant’s options, the relationship between the consultant and
the Company will cease. At March 31, 2013, $35,280 (December 31, 2012 - $23,520) due to Foremost
Geological Consulting was included in the amount due to related parties.

Effective January 1, 2013, the Company entered intc an agreement with Foremost Management
Services Inc., a company owned jointly by two directors of the Company, Mark MclLeary and lan
Foreman. The agreement provides for Foremost Management Services Inc. to earn an administration
fee calculated as 10% of all incurred monthly expenses in exchange for managing the affairs of the
Company. Certain officers and directors also receive extended health benefits via this company. At
March 31, 2013, $1,478 (December 31, 2012 - $1,478) due to Foremost Management Services Inc. was
included in the amount due to related parties.
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6.

RELATED PARTY TRANSACTIONS (continued)

On January 28, 2011 the Company entered into an indefinite term contract with MclLeary Capital
Management, Inc. (the “consultant’), for the consultant to continue to act as President and Chief
Executive Cfficer and Director of the Company. A monthly consulting fee of $6,500 is payable to the
consultant. The contract may be cancelled by either party on 30 days written notice and, if cancelled by
the Company, by payment of an amount equivalent to two years annual salary. On termination of the
contract the consultant will be immediately retained by the Company as a non-paid advisor/consultant to
the Company until January 5, 2016 or for such time as the consultant still holds unexercised stock
options in the Company. On exercise of the consultant's options, the relationship between the
consultant and the Company will cease. At March 31, 2013, $65,520 (December 31, 2012 - $43,680)
due to MclLeary Capital Management Inc. was included in the amount due to related parties.

T. St. Denis, Inc. is a private accounting firm owned by the current Chief Financial Officer, Tracey A. St.
Denis. T. St. Denis, Inc. provides accounting services to the Company. At March 31, 2013, $5,581
(December 31, 2012 - BNil) due to T. St. Denis, Inc. was included in accounts payable and accrued
liabilities.

Timeline Filing Services Ltd. is a private company owned by the former corporate secretary, Laara
Shaffer. Timeline Filing Services Ltd. provides corporate secretary services to the Company. Laara
Shaffer was granted 50,000 stock options on March 22, 2012 with a fair value of $3,168.

Lindsay Bottomer is a director of the Company and receives consulting and director fees. At March 31,
2013, $6,160 (December 31, 2012 - $6,160) due to Mr. Bottomer was included in accounts payable and
accrued liabilities.

Fehr and Associates is a private accounting firm owned by the former Chief Financial Officer, Ann Fehr.
Fehr and Associates provided accounting services to the Company.

CONTINGENT LIABILITY

On May 18, 2011, the Company received an order granted by a court in Lima, Peru indicating that the
Company is responsible for a debt of US%$209,403 incurred by a former subsidiary of the Company. The
Company did not receive notice of the Peruvian legal proceedings and is seeking advice concerning an
application to set aside the order. The Company’s Peruvian legal counsel advised that the Company is
not responsible for this obligation. No amounts have been recorded in the Company’s books and
records regarding this issue.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
a) Fair value of financial instruments

The carrying values of cash and accounts payable and accrued liabilities approximate their carrying
values due to the immediate or short-term nature of these instruments.

IFRS 7, Financial Instruments: Disclosures, establishes a fair value hierarchy that prioritizes the
input to valuation techniques used to measure fair value as follows:
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8.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

a)

b)

Fair value of financial instruments (continued)

Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2 — inputs other than quoted prices included in Level 1 that are observable for the asset
or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

Level 3 —inputs for the asset or liability that are not based on observable market data

(unobservable inputs).
Financial risk management

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

i) Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation
and cause the other party to incur a financial loss. Financial instruments that potentially subject
the Company to credit risk consist primarily of cash. The Company limits its exposure to credit
risk by placing its cash with a high credit quality financial institution in Canada. The Company’s
financial assets are not subject to material financial risks.

ii) Liquidity risk

Liguidity risk is the risk that the Company will encounter difficulty in raising funds to meet
commitments associated with financial instruments and with property exploration and
development. The Company manages liquidity risk by maintaining adequate cash balances.

The Company's expected source of cash flow in the upcoming year will be through equity
financing. Cash on hand at March 31, 2013 and expected cash flows for the next 12 months
are not sufficient to fund the Company’s ongoing operational needs. The Company will need
funding through equity or debt financing, entering into joint venture agreements, or a
combination thereof.

All of the Company’s financial liabilities are classified as current and are anticipated to mature
within the next fiscal period.

iii) Market risk

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

{a) Interest rate risk

Interest rate risk consists of two components: to the extent that payments made or received
on the Company’s monetary assets and liabilities are affected by changes in the prevailing
market interest rates, the Company is exposed to interest rate cash flow risk; and to the
extent that changes in prevailing market rates differ from the interest rate in the Company’s
monetary assets and liabilities, the Company is exposed to interest rate price risk.
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8.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

b) Financial risk management (continued)

iii) Market risk (continued)

(a)

Interest rate risk (continued)

Current financial assets and financial liabilities are generally not exposed to interest rate
risk because of their short-term nature and maturity. The Company is not exposed to
interest rate price risk as it does not have any cash and cash equivalents at March 31, 2013
which bear interest.

{b) Foreign currency risk

(c)

Foreign currency risk is the risk that the fair value of future cash flows of a financial
instrument will fluctuate due to changes in foreign exchange rates. The Company is noct
exposed to foreign currency risk to the extent that all monetary assets and liabilities are
denominated in Canadian currency.

Capital risk management

The Company manages its capital to ensure that it will be able to continue as a going
concern while maximizing the return to stakeholders through a suitable debt and equity
balance appropriate for an entity of the Company’s size and status. The Company’s overall
strategy remains unchanged from last year.

The capital structure of the Company consists of equity attributable to common
shareholders, comprised of issued capital, warrants, reserves, and deficit. The availability
of new capital will depend on many factors including a positive mineral exploration
environment, positive stock market conditions, the Company's track record, and the
experience of management. The Company is not subject to any external covenants on its
capital.
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