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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
Nass Valley Gateway Ltd.

We have audited the accompanying consolidated financial statements of Nass Valley Gateway Ltd. which comprise the
consolidated statements of financial position as at December 31, 2011, December 31, 2010 and January 1, 2010, and
the consolidated statements of comprehensive loss, changes in equity and cash flows for the years ended December
31, 2011 and 2010, and the related notes comprising a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards as issued by the International Accounting Standards
Board, and for such internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on our judgment, including the assessment of the
risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those
risk assessments, we consider internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained based on our audits is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Nass Valley Gateway Ltd. as at December 31, 2011, December 31, 2010 and January 1, 2010, and its financial
performance and cash flows for the years ended December 31, 2011 and December 31, 2010 in accordance with
International Financial Reporting Standards as issued by the International Accounting Standards Board.

Emphasis of Matter
Without qualifying our opinion, we draw attention to Note 1 to these consolidated financial statements which describes
the existence of a material uncertainty that may cast significant doubt about the ability of Nass Valley Gateway Ltd. to
continue as a going concern.

/s/ “Manning Elliott LLP”

CHARTERED ACCOUNTANTS

Vancouver, British Columbia

April 25, 2012



Nass Valley Gateway Ltd.
Consolidated statements of financial position
(Expressed in Canadian Dollars)

December 31 December 31 January 1

2011 2010
(Note 13)

2010
(Note 13)

$ $ $
ASSETS

Current assets

Cash and equivalents 6,155 9,148 176,950

Amounts receivable 3,852 10,506 321

Amounts receivable from related parties (Note 8) - 15,000 15,000

Prepaid expenses 4,940 5,461 6,337

14,947 40,115 198,608
Non current assets

Reclamation bond 3,000 3,000 3,000

Equipment (Note 5) - 2,071 2,583

Exploration and evaluation assets (Note 4) 198,887 817,336 687,389

216,834 862,522 891,580

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities

Accounts payable and accrued liabilities 24,937 23,194 1,612

Due to related parties (Note 8) 33,787 35,507 77,841

58,724 58,701 79,453

Non current liabilities

Loans repayable to related party (Note 8) 299,087 61,563 97,234

357,811 120,264 176,687

Shareholders’ equity (deficiency)

Share capital (Note 7) 2,162,665 2,137,415 1,869,915

Share subscriptions (Note 12(f)) 15,000 - -

Share based payment reserve 229,835 208,984 181,920

Deficit (2,548,477) (1,604,141) (1,336,942)

(140,977) 742,258 714,893

216,834 862,522 891,580

Commitment (Note 4)
Subsequent Events (Note 12)

These consolidated financial statements were approved and authorized for issue by the Board of Directors
on April 25, 2012 and were signed on its behalf:

“Dieter Peter” “Andrew von Kursell”
Dieter Peter, Director Andrew von Kursell, Director

(The accompanying notes are an integral part of these consolidated financial statements)



Nass Valley Gateway Ltd.
Consolidated statements of comprehensive loss
(Expressed in Canadian Dollars)

For the years ended
December 31

2011 2010
(Note 13)

$ $
Revenue - -

Expenses

Accounting and legal 20,354 19,633
Amortization 2,556 512
Administrative services 106,790 99,919
Insurance 11,710 10,436
Loan interest expenses and bank charges (Note 8) 36,700 3,313
Investor relations 11,090 4,736
Information Technology services 4,093 2,874
Office expenses 3,172 6,449
Patented technology (Note 6) - 50,960
Share based payments (Note 7(c)) 20,851 27,064
Transfer agent and filing fees 12,654 13,207
Travel and promotion 10,273 28,096

Loss before other expenses (240,243) (267,199)

Other expenses

Impairment of amounts receivable (14,007) -
Impairment of exploration and evaluation assets (Note 4) (690,086) -

Net loss and comprehensive loss (944,336) (267,199)

Net loss per share, basic and diluted $ (0.08) $ (0.02)

Weighted average number of shares outstanding (Note 12(d)) 12,306,187 11,147,717

(The accompanying notes are an integral part of these consolidated financial statements)



Nass Valley Gateway Ltd.
Consolidated statements of changes in equity
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

Share Capital

Number of
shares
(Note 12(d)) Amount

Share
Subscriptions

(Note 12(f))

Share based
payment

reserve Deficit Total

$ $ $ $ $

Balance, January 1, 2010 10,425,418 1,869,915 - 181,920 (1,336,942) 714,893
Private placement 1,133,333 170,000 - - - 170,000

Exercise of warrants 533,333 80,000 - - - 80,000

Property acquisition 83,333 17,500 - - - 17,500

Share based payments - - - 27,064 - 27,064
Comprehensive loss - - - - (267,199) (267,199)

Balance, December 31, 2010 12,175,417 2,137,415 - 208,984 (1,604,141) 742,258

Property option 33,333 6,500 - - - 6,500

Bonus shares on loans 125,000 18,750 - - - 18,750

Share subscriptions - - 15,000 - - 15,000

Share based payments - - - 20,851 - 20,851

Comprehensive loss - - - - (944,336) (944,336)
-

Balance, December 31, 2011 12,333,750 2,162,665 15,000 229,835 (2,548,477) (140,977)

(The accompanying notes are an integral part of these consolidated financial statements)



Nass Valley Gateway Ltd.
Consolidated statements of cash flows
(Expressed in Canadian Dollars)

For the years ended December 31

2011 2010

(Note 13)

Cash flows from operating activities $ $
Net loss for the year (944,336) (267,199)

Items not affecting cash:
Amortization 2,556 512
Share based payments 20,851 27,064
Interest on loans paid in shares 18,750 -
Impairment of amounts receivable from related parties 14,007 -
Impairment of exploration and evaluation assets 690,086 -
Accrued interest on loans from related party 17,525 2,836

763,775 30,412

Changes in non-cash working capital items:
Decrease (increase) in amounts receivable 6,654 (10,185)
Decrease in prepaid expenses and deposit 521 876
Increase in accounts payable and accrued liabilities 1,743 21,583
Decrease in due to related parties (728) (42,334)

(172,371) (266,847)

Cash flows from financing activities

Proceeds from issuance of share capital (Note 7) - 250,000
Share subscriptions received (Note 7) 15,000 -
Proceeds of loan from related parties (Note 8) 220,000 60,000
Repayment of loans to related party (Note 8) - (98,508)

235,000 211,492

Cash flows from investing activities

Acquisition of equipment (485) -
Exploration and evaluation assets (65,137) (112,447)

(65,622) (112,447)

Decrease in cash and equivalents (2,993) (167,802)

Cash and equivalents, beginning 9,148 176,950

Cash and equivalents, ending 6,155 9,148

Supplemental disclosures:
Share issued to acquire mineral properties (Note 4 (ii)) 6,500 17,500
Shares issued pursuant to loan agreements (Note 8) 18,750 -

(The accompanying notes are an integral part of these consolidated financial statements)



Nass Valley Gateway Ltd.
Notes to the consolidated financial statements
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

1. NATURE AND CONTINUANCE OF OPERATIONS

The Company is incorporated under the laws of British Columbia, Canada and its principal business
activities include the acquisition and exploration of mineral properties in Ontario and British Columbia,
Canada. The Company’s shares are listed on the Canadian Stock Exchange (“CNSX”) trading under the
symbol “NVG”. The registered office and principal business address of the Company is 10th Floor, 595 Howe
Street, Vancouver, V6C 2T5, British Columbia.

The Company is in the process of acquiring and exploring its exploration and evaluation assets and has not
yet determined whether these assets contain reserves that are economically recoverable. The recoverability
of the amounts shown for exploration and evaluation assets and related deferred exploration costs is
dependent upon the existence of economically recoverable reserves, the ability of the Company to obtain
necessary financing to complete the development and upon future profitable production. Management is
actively targeting sources of additional financing through alliances with financial, exploration and mining
entities, or other business and financial transactions which would assure the continuation of the Company’s
operations and exploration programs. To the extent financing is not available, lease payments, rental
payments, and other payments may not be satisfied and could result in a loss of property ownership or
earning opportunities for the Company. These material uncertainties may cast significant doubt upon the
Company’s ability to continue as a going concern.

These consolidated financial statements have been prepared on the basis of accounting principles
applicable to a going concern, and accordingly, do not purport to give effect to adjustments which may be
required should the Company be unable to achieve the objectives above as a going concern. The net
realizable value of the Company’s assets may be materially less than the amounts recorded in these
consolidated financial statements should the Company be unable to realize its assets and discharge its
liabilities in the normal course of business. At December 31, 2011, the Company had an accumulated
deficit of $2,548,477 which has been funded primarily by the issuance of equity and loans from related
parties. Ongoing operations of the Company are dependent upon its ability to receive continued financial
support, complete public equity financings, or generate profitable operations in the future.

Basis of measurement and preparation

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”) and
interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”). They are
prepared on a historical cost basis, except for certain financial instruments classified as fair value through
profit or loss which have been measured at fair value.

Since these financial statements represent the Company’s first presentation of its annual results and
financial position under IFRS, they were prepared in accordance and compliance with IFRS 1 – First time
Adoption of International Financial Reporting Standards.

The Company’s consolidated financial statements were previously prepared in accordance with Canadian
generally accepted accounting principles (“GAAP”). Canadian GAAP differs in some areas from IFRS. In
preparing these consolidated financial statements, Management has amended some accounting and
measurement methods previously applied in Canadian GAAP in order to comply with IFRS. A description of
the effects of the differences on equity, loss and comprehensive loss are discussed in Note 13 of the
consolidated financial statements along with a line by line reconciliation of the statements of financial
positions as at December 31, 2010 and January 1, 2010 and the statement of loss and comprehensive loss
for the year ended December 31, 2010.

The policies set out in the ensuing paragraphs have been consistently applied to all periods presented
unless otherwise noted.

The consolidated financial statements do not include any adjustments relating to the recoverability and
classification of recorded asset amounts and classification of liabilities that might be necessary should the
Company be unable to continue in existence.



Nass Valley Gateway Ltd.
Notes to the consolidated financial statements
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

2. SIGNIFICANT ACCOUNTING POLICIES

a) Principles of consolidation

These consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiaries, Global Environomic Systems Ltd., Kirkland Precious Metals Corp. and Nass Energy Ltd. All
significant inter-company balances and transactions have been eliminated upon consolidation.

b) Significant accounting judgements and estimates

The preparation of consolidated financial statements requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities, and disclosures of contingent
assets and liabilities at the date of the financial statements and the reported amounts of expenses during
the reporting periods. Such estimates relate primarily to unsettled transactions and events as of the date
of the financial statements. Actual results could differ materially from those reported.

Significant assumptions about the future and other sources of judgements and estimates that
management has made at the statement of financial position date, that could result in material
adjustment to the carrying amounts of assets and liabilities, in the event that actual results differ from
assumptions made, related to, but not limited to, the following:

- Share based payments is based upon expected volatility and option life estimates;
- The provision of income taxes is based on judgements in applying income tax law and estimates

about timing, likelihood and reversal of temporary differences between accounting and tax basis
of the assets and liabilities;

- The estimated value of exploration and evaluation costs which is included in the consolidated
statement of financial position;

- The assessment of indications of impairment of each of the exploration and evaluation assets
and related determination of the net realizable value and write-down of those assets where
applicable.

c) Cash and equivalents

Cash is comprised of cash on hand and demand deposits. Cash equivalents include short term highly
liquid investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of change in value.

d) Refundable tax credits and mining duties

The Company is entitled to apply for government grants in the form of refundable tax credits and mining
duties in respect of qualifying mining exploration expenses incurred. These recoveries are accounted
for using the cost reduction approach whereby amounts received are applied against the cost of related
assets or expenditures.

e) Foreign currency

The presentation and functional currency of the Company and each of its subsidiaries is the Canadian
dollar. Transactions in currencies other than the functional currency are recorded at the rates of
exchange prevailing on dates of transactions. At each financial position reporting date, monetary assets
and liabilities that are denominated in currencies other than the functional currency 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 currency other than the functional currency are not retranslated.

g) Equipment

Equipment is recorded at cost less accumulated amortization and impairment. Amortization is
calculated using the straight line method to allocate its cost net of estimated residual value over its
estimated useful life at the annual rate of 20%



Nass Valley Gateway Ltd.
Notes to the consolidated financial statements
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

g) Equipment (continued)

Residual values and useful lives are reviewed and adjusted, if appropriate, at the end of each reporting
period. An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than the estimated recoverable amount. Gains and losses on disposals are
determined by comparing the proceeds with the carrying amount and are recognized in the statement of
loss.

h) Exploration and evaluation assets

All costs related to the acquisition, exploration and evaluation of mineral properties are capitalized by
property.

Exploration and evaluation expenditures comprise costs that are directly attributable to:

- researching and analysing existing data;
- conducting geological studies, exploratory drilling and sampling;
- examining and testing extraction and treatment methods; and
- activities in relation to evaluating the technical feasibility and commercial viability of extracting a

mineral resource.

Exploration and evaluation expenditures for each area of interest are carried forward as an asset
provided that such costs are expected to be recouped in full through successful development and
exploration of the area of interest or alternatively, by its disposal or through farm-out arrangements.

Once commercial production commences, these costs will be reclassified to mineral properties within
Property, plant and equipment and are charged to operations on a unit-of-production method based on
proven and probable reserves.

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.

The Company recognizes in income, costs recovered on exploration and evaluation assets when amounts
received or receivable are in excess of the carrying amount.

i) Decommissioning liabilities

The fair value of the statutory, contractual, constructive or legal liabilities associated with the retirement
and reclamation of mining assets are recorded when incurred, with a corresponding increase to the
carrying amount of the related production assets. The amount recognized is the estimated cost of
decommissioning, discounted to its present value using the Company’s risk free rate. Changes in the
estimated timing of decommissioning or decommissioning cost estimates and changes to the risk free
rates are dealt with prospectively by recording an adjustment to the provision, and a corresponding
adjustment to property and equipment. The unwinding of the discount on the decommissioning provision
is charged to net earnings or loss as office and administration expense.

The Company recognizes a decommissioning liability in the period in which it is incurred when a
reasonable estimate of the fair value can be made. On a periodic basis, management will review these
estimates and changes and if there are any, will be applied prospectively. The fair value of the estimated
provision is recorded as a long-term liability, with a corresponding increase in the carrying amount of the
related asset. The capitalized amount is depleted on a unit-of-production basis over the life of the proved
developed reserves. The liability amount is increased each reporting period due to the passage of time
and this amount is charged to earnings in the period. Actual costs incurred upon settlement of the
obligations are charged against the provision to the extent of the liability recorded and the remaining
balance of the actual costs is recorded in the consolidated statement of comprehensive income.



Nass Valley Gateway Ltd.
Notes to the consolidated financial statements
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

j) Impairment of long-lived assets

At each reporting date, all capitalized exploration and evaluation expenditure is monitored for indications
of impairment. Where a potential impairment is indicated, assessments are performed for each area of
interest. To the extent that exploration expenditure is not expected to be recovered, it is charged to
operations. Exploration areas where reserves have been discovered, but require major capital
expenditure before production can begin, are continually evaluated to ensure that commercial quantities
of reserves exist or to ensure that additional exploration work is underway as planned.

The aggregate costs related to abandoned mineral claims are charged to operations 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 a mineral property is subsequently reversed when 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.

For purposes of recognition and measurement of an impairment loss, a long-lived asset is grouped with
other assets and liabilities to form an asset group, at the lowest level for which identifiable cash flows are
largely independent of the cash flows of other assets and liabilities. Estimates of future cash flows used
to test recoverability of a long-lived asset include only the future cash flows that are directly associated
with, and that are expected to arise as a direct result of, its use and eventual disposition.

k) Share based payments

The fair value of stock options granted is measured at grant date using the Black-Scholes option pricing
model. Where options are granted to consultants for goods or services rendered, the options are
measured at the fair value of the goods or services received by the Company. If the fair value of the
goods and services received cannot be reliably measured, the fair value of the stock option granted is
used instead. At each reporting date prior to vesting, the cumulative expense representing the extent to
which the vesting period has expired and management’s best estimate of the awards that are expected
to ultimately vest is computed. The movement in cumulative expense is recognized in the statement of
loss with a corresponding entry within equity, against share based compensation reserve. No expense is
recognized for awards that do not ultimately vest. When options are exercised, the proceeds received
together with any related amount in share based compensation reserve is credited to share capital.

l) Loss per share

Basic loss per share is computed by dividing the net loss for the period by the weighted average number
of common shares outstanding during the period. To compute diluted loss per share, adjustments are
made to common shares outstanding. The weighted average number of common shares outstanding is
adjusted to include the number of additional common shares that would be outstanding if, at the
beginning of the period or at time of issuance, all options and warrants were exercised. The proceeds
from exercise are assumed to be used to purchase the Company’s common shares at their average
market price during the period. If this computation is anti-dilutive, diluted loss per share $0.08 (2010 -
$0.02) is the same as basic loss per share. For the periods presented, this calculation proved to be anti-
dilutive (Note 12(d)).



Nass Valley Gateway Ltd.
Notes to the consolidated financial statements
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

m) Income taxes

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

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

Deferred tax is recorded using the statement of financial position liability method, providing for 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 loss and differences relating to investments in subsidiaries to the extent that they are unlikely to
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 the underlying assets and liabilities, using tax rates
enacted or substantively enacted at the statement of financial position date.

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 utilised. To the extent that the Company does not consider it
more likely than not that a deferred tax asset will be recovered, it does not recognize the asset.

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.

n) Financial instruments

Financial assets

The Company classifies its financial assets in the following categories: at fair value through profit or loss,
loan and receivables, and available for sale investments. The classification depends on the purpose for
which the financial assets were acquired. Management determines the classification of financial assets
at initial recognition. It is management’s opinion that the Company is not exposed to significant interest
or credit risk arising from these financial instruments.

 Financial assets at fair value through profit or loss
A financial asset is classified in this category if acquired principally for the purpose of selling in
the short term. Assets in this category are classified as current assets and include cash and
equivalents, which are initially recognized at fair value.

 Loans and receivables
Loans and receivables are non derivative financial assets which fixed or determinable payments
that are not quoted in an active market. They are classified as current or non current assets
based on their maturity date. Assets in this category include amounts receivable from related
parties and are measured at amortized cost less impairment.

 Available-for-sale financial assets
Available-for-sale financial assets are either designated as available for sale or not classified in
any other categories. They are initially recognized at fair value plus transaction costs and are
subsequently carried at fair value, with unrealized gains and losses recorded in other
comprehensive income until disposition or other-than-temporary impairment at which time the
gain or loss is recorded in earnings. The Company does not have any available-for-sale
financial assets.



Nass Valley Gateway Ltd.
Notes to the consolidated financial statements
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

n) Financial instruments (continued)

Financial liabilities

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

Fair value through profit or loss – this category comprises of 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 loss.

Other financial liabilities – this category includes accounts payable, due to and loan payable to related
parties, are initially recognized at fair value and subsequently stated at amortized cost. Financial
liabilities are classified as current liabilities unless the Company has an unconditional right to defer
settlement of the liability for at least twelve months after the date of the statement of financial position.

Impairment of financial assets

The Company assesses at each reporting date, whether there is objective evidence that a financial asset
is impaired. If such evidence exists, the Company recognizes an impairment loss, as follows:

- Financial assets carried at amortization: the loss is the difference between the amortized cost and
its value of estimated future cash flows, discounted using the instrument’s original effective interest
rate;

- Available-for-sale financial asset: The loss is the amount comprising the difference between its
original cost and its current fair value, less any impairment previously recognized in the statement of
loss. This amount represents the cumulative loss in accumulated other comprehensive income that
is reclassified to net loss.

Reversals of impairment losses on financial assets carried at amortized cost are recorded through
the statement of loss if the increase in fair value of the instrument can be objectively related to an
event occurring after the impairment loss had been recognized. Impairment on available-for-sale
instruments is not reversed.



Nass Valley Gateway Ltd.
Notes to the consolidated financial statements
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

3. ACCOUNTING STANDARDS ISSUED BUT NOT YET IMPLEMENTED

Amendments to IAS 1 Presentation of Financial Statements
The IASB has amended IAS 1 to require entities to separate items presented in other comprehensive
income (“OCI”) into two groups, based on whether or not items may be reclassified into profit or loss in the
future. Entities that choose to present OCI items before tax will be required to show the amount of tax
related to the two groups separately. The amendment is effective for annual periods beginning on or after
July 1, 2012 with earlier application permitted. The Company does not expect a material impact as a result
of the amendment.

Each of the additional new standards outlined below is effective for annual periods beginning on or after
January 1, 2013 with early adoption permitted, except for IFRS 9 “Financial Instruments” which is effective
for annual periods beginning on or after January 1, 2015. The Company has not yet assessed the impact, if
any, that the new amended standards will have on its financial statements or whether to early adopt any of
the new requirements.

IFRS 9 “Financial Instruments”
The result of the first phase of the IASB’s project to replace IAS 39, “Financial Instruments: Recognition and
Measurement”. The new standard replaces the current multiple classification and measurement models for
financial assets and liabilities with a single model that has only two classification categories: amortized cost
and fair value.

IFRS 10 “Consolidated Financial Statements”
Replaces Standing Interpretations Committee 12, “Consolidation – Special Purpose Entities” and the
consolidation requirements of IAS 27 “Consolidated and Separate Financial Statements”. The new standard
replaces the existing risk and a reward based approaches and establishes control as the determining factor
when determining whether an interest in another entity should be included in the consolidated financial
statements.

IFRS 11 “Joint Arrangements”
Replaces IAS 31 “Interests in Joint Ventures”. The new standard focuses on the rights and obligations of an
arrangement, rather than its legal form. The standard redefines joint operations and joint ventures and
requires joint operations to be proportionately consolidated and joint ventures to be equity accounted.

IFRS 12 “Disclosure of Interests in Other Entities”
Provides comprehensive disclosure requirements on interests in other entities, including joint arrangements,
associates, and special purpose vehicles. The new disclosures require information that will assist financial
statement users in evaluating the nature, risks and financial effects of an entity’s interest in subsidiaries and
joint arrangements.

IFRS 13 “Fair Value Measurement”
IFRS 13 is a comprehensive standard for fair value measurement and disclosure requirements for use
across all IFRS standards. The new standard clarifies that fair value is the price that would be received to
sell an asset, or paid to transfer a liability in an orderly transaction between market participants, at the
measurement date. It also establishes disclosures about fair value measurement. Under existing IFRS,
guidance on measuring and disclosing fair value is dispersed among the specific standards requiring fair
value measurements and in many cases does not reflect a clear measurement basis or consistent
disclosures.

Amendments to other standards
In addition, there have been other amendments to existing standards, including IAS 27 Separate Financial
Statements and IAS 28 Investments in Associates and Joint Ventures. IAS 27 addresses accounting for
subsidiaries, jointly controlled entities and associates in non-consolidated financial statements. IAS 28 has
been amended to include joint ventures in its scope and to address the changes in IFRS 10 to IFRS 13.



Nass Valley Gateway Ltd.
Notes to the consolidated financial statements
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

4. EXPLORATION AND EVALUATION ASSETS

Nass Bay Project Kirkland Lake Total

$ $ $

Balance, 1 January 2010

Deferred Exploration costs 687,389 - 687,389

687,389 - 687,389

Changes during 2010
Acquisition costs - 95,500 95,500

Deferred Exploration costs 2,697 31,750 34,447

2,697 127,250 129,947

Balance, December 31, 2010
Acquisition costs - 95,500 95,500

Deferred Exploration costs 690,086 31,750 721,836

690,086 127,250 817,336

Changes during 2011

Acquisition costs - 46,500 46,500

Deferred Exploration costs - 25,137 25,137

Impairment of deferred Exploration costs (690,086) - (690,086)

(690,086) 71,637 (618,449)

Balance, December 31, 2011

Acquisition costs - 142,000 142,000

Deferred Exploration costs - 56,887 56,887

- 198,887 198,887

(i) Nass Bay Project, British Columbia

The Nass Bay project is a construction aggregate project and is comprised of staked Crown owned mineral
claims consisting of approximately 680 hectares along the south-easterly shore of Observatory Inlet. These
staked claims are on crown lands and adjoin the boundary of the Nisga’a Lands. The claims are conventional
mineral tenures which are 100% owned by the Company.

During the year ended December 31, 2011, the Company determined that the deferred exploration costs of
$690,086, capitalized under the project, should be impaired and charged the amount to operations.
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4. EXPLORATION AND EVALUATION ASSETS (continued)

Cumulative exploration costs on the Nass Bay project were as follows:

$

Consulting 78,470
Contracted services 37,325
Geologist 41,399
Surveying 9,730
Aircraft charter 116,317
Travel and lodging 67,134
Exploration supplies 49,370
Reports, drafting and maps 9,898
Drilling 429,245
Lab tests and analysis 7,354
Others 12,911

Total expenditures incurred 859,153

Mineral tax credit (818)
Expensed as generative exploration costs (168,249)

Capitalized as deferred exploration costs 690,086

(ii) Kirkland Lake Project, Ontario

Effective on February 1, 2010, the Company entered into an acquisition agreement (the “Agreement”) with
Golden Dawn Minerals Inc. which gives the Company an option to acquire 80% Joint Venture interest in the
three gold prospects within the Larder Lake Mining Division of the Province of Ontario, namely the Central
Catharine, 80 Ft Fall and the Terry Link properties.

Under the Agreement, the Company is required to make the following payments in addition to a work
commitment of $1,000,000 to be expended on or before the fourth anniversary of the effective date
(February 1, 2010):

(i) To the original Optionors, $120,000 in cash and the issuance of 50,000 (150,000 pre-consolidation)
common shares.

Cash payments Common shares

On or before February 4, 2010 (paid in 2010) 60,000 -
On or before December 18, 2010 (paid and issued in 2010) 20,000 16,667
On or before January 18, 2011(paid and issued in 2011) 40,000 33,333

120,000
Discount granted in 2010 for early payments (2,000) -

118,000 50,000

(ii) To Golden Dawn Minerals Inc.
Common shares

Within 10 days subject to required approval (effective date) (issued in 2010) 66,667
On or before the second anniversary of the effective date (See Note 12 (a)) 50,000
On or before the third anniversary of the effective date 33,333

150,000

During the year ended December 31, 2010, the Company made cash payments to the Optionors of $78,000
which comprised the $60,000 cash payment due on February 4, 2010 and $20,000 cash payment due on
January 18, 2011 net of a $2,000 discount received by the Company for making an early payment on the
amount due on January 18, 2011. The Company also issued 16,667 (50,000 pre-consolidation) common
shares to the original Optionors and 66,667 (200,000 pre-consolidation) common shares to Golden Dawn
Minerals Inc. for a fair value of $17,500 (see Note 8).
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4. EXPLORATION AND EVALUATION ASSETS (continued)

(ii) Kirkland Lake Project, Ontario (continued)

During the year ended December 31, 2011, the Company made the remaining claim payments to the
Optionors cash payments of $40,000, bringing the total cash paid to $118,000. The Company also issued
33,333 (100,000 pre-consolidation) common shares to the Optionors with a fair value of $6,500 pursuant to
the Agreement. The Company capitalized an amount of $25,137 in exploration expenditures on the
properties, bringing the total amount of capitalized exploration expenditures to $56,887.

Cumulative exploration costs on the Kirkland Lake Project are as follows:

December 31
2011

December 31
2010

January 1
2010

$ $ $

Consulting 1,500 - -
Contracted services 13,500 6,000 -
Fieldwork 25,750 25,750 -
Reports, drafting and maps 16,137 - -

Capitalized deferred exploration costs 56,887 31,750 -

5. EQUIPMENT

Furniture &
Equipment

Leasehold
Improvements TOTAL

$ $ $

Balance - January 1, 2010

Cost 3,830 2,260 6,090

Accumulated amortization (2,114) (1,393) (3,507)

1,716 867 2,583

Movements during 2010

Amortization (343) (169) (512)

(343) (169) (512)

Balance - December 31, 2010

Cost 3,830 2,260 6,090

Accumulated amortization (2,457) (1,562) (4,019)

1,373 698 2,071

Movements during 2011

Additions 485 - 485

Amortization (1,858) (698) (2,556)

(1,373) (698) (2,071)

Balance - December 31, 2011

Cost 4,315 2,260 6,575

Accumulated amortization (4,315) (2,260) (6,575)

- - -
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6. PATENTED TECHNOLOGY

On November 8, 2010, the Company’s wholly-owned subsidiary, Global Environomic Systems Corp. (GSC)
entered into a Technology Acquisition Agreement (the “Agreement”) with the inventor and owner of a
Patented Pyrolysis System (“Patented Technology”) in order to acquire a license to manufacture and
distribute Energy Conversion Machines (“Machines”) worldwide, with the exception of China and Taiwan.
Under the Agreement, GSC was required to incorporate a Taiwanese Manufacturing Plant (the
“Manufacturing Plant”) where the Manufacturing Plant would be owned by GSC and the inventor on a
60%/40% basis respectively. The Manufacturing Plant would be one of the licensees of the Patented
Technology for the purpose of manufacturing the Machines. Under the Agreement, GSC was also required
to make the following cash and share payments:

(a) invest US$ 2,000,000 before April 30, 2011 in tranches;

(b) issue 960,000 common shares of GSC when the final payment in (a) above was made;

(c) issue, subject to the approval of the Exchange, 2,000,0000 common shares of the Company to the
inventor over 36 months from the date of the final payment in (a) above:

The sale of the Machines was subject to a royalty fee payable to the inventor.

During the year ended December 31, 2010, the Company made the first required cash payment of $50,960
(US$ 50,000) and expensed this amount.

During the year ended December 31, 2011, GSC failed to make the remaining cash payments noted above,
as a result, the Agreement expired.

7. SHARE CAPITAL

a) Authorized share capital

At December 31, 2011, the authorized share capital of the Company comprised of an unlimited number
of common shares at no par value. All issued and outstanding shares are fully paid.

b) Issue of common shares (Note 12(d))

During the year ended December 31, 2011, the Company issued common shares with respect to the
Kirkland Lake properties as described in Note 4(ii).

The Company also issued 125,000 common shares (375,000 pre-consolidation), valued at $18,750 to
Merfin Management as interest, pursuant to the loan agreements between Merfin Management and the
Company as described in Note 8.

Year ended December 31, 2010

On June 7, 2010, the Company closed a private placement of 1,133,333 units (3,400,000 pre-
consolidation) at $0.15 ($0.05 pre-consolidation) per unit for total proceeds of $170,000. Each unit
comprised of one common share and one common share purchase warrant, exercisable for one
common share at $0.225 ($0.075 pre-consolidation) on or before June 7, 2013. No value was allocated
to the warrants because they had no intrinsic value on the date the units were issued.

In October and November 2010, a total of 533,333 warrants (1,600,000 pre-consolidation) were
exercised at a price of $0.15 each for total proceeds of $80,000.
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7. SHARE CAPITAL (continued)

c) Stock options

The Company grants stock options to employees, directors, officers, and consultants as compensation
for services pursuant to its Stock Option Plan (the “Plan”). Options issued pursuant to the Plan must
have an exercise price greater than or equal to the “Market Price” of the Company’s stock on the grant
date less applicable discounts. Options have a maximum expiry period of up to five years from the grant
date and are subject to the minimum vesting requirements, as determined by the Board of Directors.

The number of options that may be issued under the Plan is limited to no more than 10% of the
Company’s issued and outstanding shares on the grant date. Stock options granted to directors vest at a
rate of 50% on the grant date and the balance on the first anniversary of the grant date. Stock options
granted to employees vest at a rate of 50% on the first anniversary of the grant date and the balance on
the second anniversary of the grant date.

The following tables summarize the continuity of the Company’s stock options on a post-consolidation
basis (see Note 12 (d)):

Expiry Exercise December 31 Expired/ December 31

Date Price 2010 Issued Forfeited 2011

$

January 31, 2012* 0.45 215,333 - - 215,333

May 4, 2012 0.93 10,000 - (10,000) -

June 25, 2011 0.54 56,867 - (56,867) -

June 25, 2012 0.15 76,000 - (5,667) 70,333

June 15, 2013 0.15 475,333 - (23,333) 452,000

March 29, 2014 0.21 - 11,667 - 11,667

March 1, 2012* 0.30 - 16,667 - 16,667

833,533 28,334 (95,867) 766,000

Weighted average exercise price($) 0.27 0.27 0.45 0.24

*Subsequent to December 31, 2011, these options expired unexercised.

Expiry Date
Exercise

Price
$

December 31
2009

Issued
Expired/
Forfeited

December 31
2010

January 31, 2012 0.45 215,333 - - 215,333

May 4, 2012 0.93 10,000 - - 10,000

August 15, 2010 0.96 59,867 - (59,867) -

June 25, 2011 0.54 56,867 - - 56,867

June 25, 2012 0.15 76,000 - - 76,000

June 15, 2013 0.15 - 560,333 (85,000) 475,333

418,067 560,333 (144,867) 833,533

Weighted average exercise price($) 0.48 0.15 0.48 0.27
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7. SHARE CAPITAL (continued)

c) Stock options (continued)

Details regarding the options outstanding as at December 31, 2011 on a post-consolidation basis (see
Note 12 (d)) are as follows:

Exercise Price
Number of Options

Outstanding
Weighted Average Remaining

Contractual Life (years)
Number of Options

Exercisable

$ 0.45 215,333 0.08 215,333

$ 0.15 70,333 0.48 70,333

$ 0.15 452,000 1.46 366,000

$ 0.21 11,667 2.24 5,833

$ 0.30 16,667 0.19 8,333

766,000 0.97 665,832

Details regarding the options outstanding as at December 31, 2010 on a post-consolidation basis (see
Note 12 (d)) are as follows:

Exercise Price
Number of Options

Outstanding
Weighted Average Remaining

Contractual Life (years)
Number of Options

Exercisable

$ 0.45 215,333 1.08 215,333

$ 0.93 10,000 1.34 10,000

$ 0.54 56,867 0.48 56,867

$ 0.15 76,000 1.51 63,333

$ 0.15 475,333 2.46 172,500

833,533 1.87 518,033

The Company recognizes compensation expense for all stock options granted using the fair value based
method of accounting. The fair value of stock options granted is recognized in income on a graded
vesting basis. Option pricing models require the input of highly subjective input assumptions, which can
materially affect the fair value estimate and therefore the existing models do not necessarily provide
reliable a single measure of the fair value of the Company’s stock options.

The weighted average grant fair value of 11,667 (35,000 pre-consolidation) options granted on March
29, 2011 was $0.15 ($0.05 pre-consolidation). The fair value of these options was determined on the
date of the grant using the Black-Scholes option pricing model with the following weighted average
assumptions: Risk free interest rate of 2.62%; the expected life of 3 years; expected volatility of 134%;
and expected dividends of $Nil.

The weighted average grant fair value of 16,667 (50,000 pre-consolidation) options granted on March 1,
2011 was $0.06 ($0.02 pre-consolidation). The fair value of these options was determined on the date of
the grant using the Black-Scholes option pricing model with the following weighted average
assumptions: Risk free interest rate of 2.62%; the expected life of 1 year; expected volatility of 90%; and
expected dividends of $Nil.

The weighted average grant fair value of 560,333 (1,681,000 pre-consolidation) options granted on June
15, 2010 was $0.15 ($0.05 pre-consolidation). The fair value of these options was determined on the
date of the grant using the Black -Scholes option pricing model with the following weighted average
assumptions: Risk free interest rate of 2.00%; the expected life of 3 years; expected volatility of 161%;
and expected dividends of $Nil.
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7. SHARE CAPITAL (continued)

d) Share purchase warrants

The continuity of share purchase warrants on a post-consolidation basis (see Note 12 (d)) is as follows:

Number of
Warrants

Weighted Average
Exercise Price Expiry date

Remaining life
(years)

Balance, December 31, 2009 2,833,333 $0.150 December 23, 2012 0.98

Private placement (Note 6(a)) 1,133,333 $0.225 June 7, 2013 1.44

Exercised (533,333) $0.150 -

Balance, December 31, 2011
and 2010 3,433,333 $0.174 - 1.13

8. RELATED PARTY TRANSACTIONS

During the year ended December 31, 2011, the Company entered into the following transactions with
related parties.

Key Management personnel compensation

No remuneration was paid during the years ended December 31, 2011 and 2010 to any key management
personnel. Instead, the Company pays a management fee and administrative charges, including the
services of its key management personnel, to Mineral Hill Industries Ltd, a company listed on the TSX
Venture, which has common directors and officers.

During the year ended December 31, 2011, the Company incurred $105,790 (2010: $99,567) with respect to
the foregoing.

Other related party transactions

An advance in 2007 amounting to $10,000 provided to Gixtat’in Mhind World Link Ltd. (GMWL) and an
amount of $5,000 due from GMM Admin Corp. both private companies with common directors and officers,
were impaired during the year ended December 31, 2011 as uncollectible. An amount of $994 due to
GMWL by the Company was off-set against this impairment.

During the year ended December 31, 2011, the Company accrued printing expenses of $944 (2010: $Nil) to
Golden Dawn Minerals Inc., a company having a common director. The Company also issued no shares
during the year (2010: 66,667 common shares (200,000 on a pre-consolidated basis)) with regards to the
option agreement on the Kirkland Lake Project (see Note 12(a)). The Company also accrued $22,096
(2010: $Nil) payable to the Chief Executive Officer with respect to expenses incurred on behalf of the
Company.

The amounts outstanding to related parties with respect to the above were as follows;

December 31
2011

December 31
2010

January 1
2010

Gixtat’in Mhind World Link Ltd. $ - 994 994

Krypt-Logx Network Corp. 6,804 6,804 6,804

Mineral Hi ll Industries Ltd. 3,943 27,709 70,043

Dieter Peter (Chief Executive Officer) 22,096 - -

Golden Dawn Minerals Inc. 944 - -

$ 33,787 35,507 77,841

These transactions are in the normal course of operations and, in management’s opinion, are undertaken
with the same terms and conditions as transactions with unrelated parties. Accordingly, these transactions
are measured at exchange amounts, which are the amounts of consideration negotiated, established and
agreed to by the related parties.
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8. RELATED PARTY TRANSACTIONS (continued)

Advances from related party

During the year ended December 31, 2010, the Company entered into loan agreements with Merfin
Management Limited (“Merfin”), a private company with a common director for loan totalling $60,000, which
will become due in 2013. Under the terms of agreements, the amount is unsecured and bears interest at 8%
per annum. At December 31, 2011, these amounts were still outstanding.

During the year ended December 31, 2011, further advances of $220,000 were received from Merfin under
the same terms.

December 31
2011

December 31
2010

January 1
2010

Loan payable $ 280,000 60,000 90,000

Interest payable 19,087 1,563 7,234

$ 299,087 61,563 97,234

The Company issued 125,000 common shares (375,000 on a pre-consolidation basis), valued at $18,750,
as a bonus interest for early repayments of advances made in 2010 pursuant to the terms of the loan
agreements signed in 2009.

9. INCOME TAXES

In assessing deferred income tax assets, management considers whether it is more likely than not that some
portion or all of the deferred tax assets will be realized. The ultimate realization of deferred tax assets is
dependent upon the generation of future taxable income during the periods in which those temporary
differences become deductible. Management considers the scheduled reversal of deferred tax liabilities,
projected future taxable income, and tax planning strategies in making this assessment and concluding the
deferred tax assets were not realized.

December 31
2011

December 31
2010

Canadian statutory income tax rate 26.50% 28.50%

$ $

Income tax recovery at statutory rate (250,249) (76,151)

Effect on income taxes of:
Permanent differences 5,526 7,713
Change in tax rate 13,642 8,405
Losses not recognized 231,081 60,033

Income taxes recoverable - -

The nature and effect of the Company’s deferred tax assets (liabilities) is as follows:

December 31
2011

December 31
2010

$ $

Non capital losses carried forward 395,945 337,637
Capitalized costs in excess of mineral cost pools 96,314 (76,005)
Property and equipment 955 316
Share issuance costs 3,896

Deferred tax assets 493,214 265,844
Deferred tax assets not recognized (493,214) (265,844)

Net deferred tax asset - -
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9. INCOME TAXES (continued)

As at December 31, 2011, the Company had non-capital losses carried forward of approximately $1,583,778
(2010: $1,350,548) which may be applied to reduce future years’ taxable income, expiring as follows:

2015 $ 17,821
2026 246,823
2027 331,504
2028 268,312
2029 205,964
2030 280,124
2031 233,230

$ 1,583,778

10. FINANCIAL INSTRUMENTS AND RISKS

The Company’s financial instruments consist of cash and equivalents, amounts receivable from related
parties, accounts payable and amounts payable to related parties. Unless otherwise noted, it is
management’s opinion that the Company is not exposed to significant interest, currency or credit risks
arising from these financial instruments.

Credit risk
Credit risk is the risk of potential loss to the Company if the counterparty to a financial instrument fails to
meet its contractual obligations. The Company’s credit risk is primarily attributable to its liquid financial
assets including cash and equivalents, marketable securities, receivables and due from related parties. The
Company limits its exposure to credit risk on liquid financial assets through maintaining its cash and
equivalents with high-credit quality financial institutions.

Amounts due to and from related parties are discussed in Note 8.

Currency risk
The Company operates primarily in Canadian dollars and as such is not affected by the fluctuations of the
Canadian dollar with other currencies.

Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its obligations associated with its financial
liabilities. The Company has historically relied upon equity financings to satisfy its capital requirements and
will continue to depend heavily upon equity capital to finance its activities. There can be no assurance the
Company will be able to obtain required financing in the future on acceptable terms. The Company
anticipated it will need additional capital in the future to finance ongoing exploration of its properties, such
capital to be derived from the exercise of outstanding stock options, warrants and/or the completion of other
equity financings. The Company has limited financial resources, has no source of operating income and has
no assurance that additional funding will be available to it for future exploration and development of its
projects, although the Company has been successful in the past in financing its activities through the sale of
equity securities. The ability of the Company to arrange additional financing in the future will depend, in part,
on the prevailing capital market conditions and exploration success. In recent years, the securities markets
in Canada have experienced wide fluctuations in price which have not necessarily been related to the
operating performance, underlying asset values or prospects of such companies. There can be no
assurance that continual fluctuations in price will not occur. Any quoted market for the common shares may
be subject to market trends generally, notwithstanding any potential success of the Company in creating
revenue, cash flows or earnings.

Interest rate risk
The Company normally invests in short-term interest bearing financial instruments. There is a minimal risk
that the Company would recognize any loss as a result of a decrease in the fair value of any guaranteed
bank investment certificate included in cash and equivalents as they are currently held in large financial
institutions.
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10. FINANCIAL INSTRUMENTS (continued)

Fair value measurements of financial assets and liabilities

IFRS 7 establishes a fair value hierarchy that prioritizes the input to valuation techniques used to measure
fair value as follows:

Level 1 – quoted prices 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.

The fair values of cash and cash equivalents are determined based on “Level 1” inputs, which consist of
quoted prices in active markets for identical assets. The Company believes that the recorded values of due
to and from related parties and accounts payable, approximate their current fair values because of their
nature and relatively short maturity dates or durations.

Assets measured at fair value on a recurring basis were presented on the Company’s balance sheet as of
December 31, 2011 as follows:

Fair Value Measurements Using

Level 1 Level 2 Level 3
December 31

2011

Cash and equivalents $ 6,155 – – $ 6,155

11. CAPITAL MANAGEMENT

The Company’s capital structure consists of shareholders’ equity. The Company’s objective when managing
capital is to maintain adequate levels of funding to support the development of its businesses and maintain
the necessary corporate and administrative functions to facilitate these activities. This is done primarily
through equity financing. Future financings are dependent on market conditions and there can be no
assurance the Company will be able to raise funds in the future. The Company invests all capital that is
surplus to its immediate operational needs in short-term, highly-liquid, high-grade financial instruments.
There were no changes to the Company’s approach to capital management during the period ended
December 31, 2011. The Company is not subject to externally imposed capital requirements. The Company
does not currently have adequate sources of capital to complete its exploration plan and ultimately the
development of its business, and will need to raise adequate capital by obtaining equity financing through
private placement or debt financing. The Company may raise additional debt or equity financing in the near
future to meet its current obligations.
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12. SUBSEQUENT EVENTS

a) Subsequent to December 31, 2011, the Company issued 50,000 common shares (150,000 pre-
consolidation) to Golden Dawn Minerals Inc. pursuant to the acquisition agreement in Note 4(ii) and Note
8.

b) Subsequent to December 31, 2011, the Company received $20,000 in loans from Merfin Management
Limited in accordance with an agreement signed on December 14, 2011 for loans of $30,000 which will
become due in 3 years. Under the terms of agreements, the amounts are unsecured and bear interest
of 8% per annum commencing on the first day of the month subsequent to the month of the advance
(Note 8).

c) On January 4, 2012, the Company granted stock options to directors and employees of the Company.
428,333 stock options (1,285,000 pre-consolidation) were issued for a term of three years at $0.05 (or
$0.15 after reverse split) per share (Note 7(c))

d) On March 13, 2012, the Company consolidated its outstanding common shares on the basis of one post
consolidated share for three pre-consolidated shares held, rounded to the nearest share. The total
outstanding common shares of 37,151,303 were consolidated to 12,383,750. The outstanding shares,
weighted average outstanding shares and loss per share information have been retrospectively adjusted
to reflect this change. In addition, all share issuances, options and warrant transactions have been
retrospectively adjusted to reflect the changes (Note 7).

e) By April 2, 2012, the Company repaid Merfin Management Ltd. the balance outstanding in full at
December 31, 2011 including both principle $280,000 and interest accrued up to repayment date (Note
8).

f) On April 24, 2012, the Company closed, subject to regulatory approval, a private placement of $600,000
through the sale of 12,000,000 shares at a price of $0.05 and 12,000,000 warrants, exercisable at a
price of $0.10 within two years of issue. As part of the subscriptions received, $15,000 was received
prior to December 31, 2011.

13. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

As set out in Note 1, the Company has adopted IFRS for the year ending December 31, 2011. The
significant accounting policies adopted are set out in Note 2. In preparing the consolidated financial
statements, the Company has converted from Canadian GAAP to IFRS as at Transition Date and prepared
an opening balance sheet under IFRS at that date. Changes in accounting policies and other restatements
were required under IFRS 1 – First Time Adoption of International Financial Reporting Standards (IFRS 1)
and were made effective from that date. Accordingly, the Company restated its financial position as at
January 1, 2010 and December 31, 2010 previously reported under Canadian GAAP. IFRS 1 requires that
the same polices are applied for all periods presented in the first IFRS financial statements. The adjusted
policies have been consistently applied on a full retrospective basis unless alternative treatment is
permitted or required by an IFRS election or exception. These are discussed below.
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13. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

IFRS 1 allows exemption from the application of certain IFRS requirements to assist companies with the
transition process.

Elections upon first-time adoption of IFRS

The IFRS 1 exemptions applied by the Company in the conversion from Canadian GAAP to IFRS are as
follows:

(i) Business combinations

IFRS 1 indicates that a first-time adopter may elect not to apply IFRS 3 Business Combinations
retrospectively to business combinations that occurred before the date of transition to IFRS. The Company has
elected to apply IFRS 3 to only those business combinations that occurred on or after the Transition Date and
such business combinations have not been restated. As a result of this election, no adjustments were
required to the Company’s statement of financial position as at the Transition Date.

(ii) Share-based payment transactions

IFRS 1 encourages, but does not require, first-time adopters to apply IFRS 2 Share-based Payment to equity
instruments that were granted on or before November 7, 2002, or equity instruments that were granted
subsequent to November 7, 2002 and vested before the later of the date of transition to IFRS and January 1,
2005. The Company has elected not to apply IFRS 2 to awards that vested prior to the Transition Date.

Mandatory Exceptions under IFRS

The IFRS 1 mandatory exception applied by the Company in the conversion from Canadian GAAP to IFRS is
as follows:

(iii) Estimates

In accordance with IFRS 1, an entity’s estimates under IFRS at the date of transition to IFRS must be consistent
with estimates made for the same date under previous GAAP unless those estimates were in error. The
Company’s IFRS estimates as at the Transition Date are consistent with its Canadian GAAP estimates as
at that date.

Reconciliations of Canadian GAAP to IFRS

IFRS 1 requires an entity to reconcile equity and comprehensive income for prior periods presented under
Canadian GAAP to IFRS as of the same date. In addition, an explanation is required for any material
adjustments to cash flows to the extent that they exist. The analysis which follows represents the
reconciliations from Canadian GAAP to IFRS for the respective periods noted:
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13. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

Reconciliations of statements of financial position

December 31, 2010 January 1, 2010

GAAP Adjustment IFRS GAAP Adjustment IFRS

$ $ $ $ $ $

ASSETS

Current assets

Cash 9,148 - 9,148 176,950 - 176,950

Amounts receivable 10,506 - 10,506 321 - 321
Amounts receivable from
related parties 15,000 - 15,000 15,000 - 15,000

Prepaid expenses 5,461 - 5,461 6,337 - 6,337

40,115 - 40,115 198,608 - 198,608
Non current assets

Reclamation bond 3,000 - 3,000 3,000 - 3,000

Equipment 2,071 - 2,071 2,583 - 2,583

Mineral properties 95,500 - 95,500 - - -
Deferred exploration
costs 721,836 - 721,836 687,389 - 687,389

862,522 - 862,522 891,580 - 891,580

Current liabilities
Amounts payable and
accrued liabilit ies 23,194 - 23,194 1,612 - 1,612
Amounts payable to
related parties 35,507 - 35,507 77,841 - 77,841

58,701 - 58,701 79,453 - 79,453

Non current liabilities
Amounts payable to
related parties 61,563 - 61,563 97,234 - 97,234

120,264 - 120,264 176,687 - 176,687

Shareholders’ equity

Share capital 2,137,415 - 2,137,415 1,869,915 - 1,869,915
Share based payment
reserve 208,984 - 208,984 181,920 - 181,920

Deficit (1,604,141) - (1,604,141) (1,336,942) - (1,336,942)

742,258 - 742,258 714,893 - 714,893

862,522 - 862,522 891,580 - 891,580



Nass Valley Gateway Ltd.
Notes to the consolidated financial statements
For the years ended December 31, 2011 and 2010
(Expressed in Canadian Dollars)

13. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

Year ended December 31, 2010

GAAP Adjustment IFRS

$ $ $
Revenue - - -

Expenses

Accounting and legal 19,633 - 19,633
Amortization 512 - 512

Administrative services 99,919 - 99,919

Insurance 10,436 - 10,436
Interest and bank charges 3,313 - 3,313

Investor relations 4,736 - 4,736

Information Technology services 2,874 - 2,874
Office expenses 6,449 - 6,449

Patented technology 50,960 - 50,960

Share based payments 27,064 - 27,064
Transfer agent and filing fees 13,207 - 13,207

Travel and promotion 28,096 - 28,096

Net loss and comprehensive loss for the year (267,199) - (267,199)

Adjustment to statement of cash flows

The transition from Canadian GAAP to IFRS had no significant impact on the statement of cash flow.


