SILVER SUN RESOURCE CORP.

Condensed Consolidated Interim Financial Statements

For the three months ended July 31, 2011 and 2010
(Unaudited)
(Expressed in Canadian Dollars)



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 interim consolidated financial statements of the Company for the period
ending July 31, 2011 have been prepared in accordance with International Accounting Standard 34 for
Interim Financial Reporting under International Financial Reporting Standards. These 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 consolidated financial statements.



SILVER SUN RESOURCE CORP.

Condensed Consolidated Interim Statements of Financial Position

(Expressed in Canadian dollars)

(Unaudited)
As at: July 31, 2011 April 30, 2011 May 01, 2010
(note 13) (note 13)
ASSETS
Current
Cash 203,552 S 507,807 S 627,853
Short term investment (note 4) 800,000 800,000 -
Amounts receivable 52,948 32,346 26,538
Prepaid expenses 45,796 - 165,600
1,102,296 1,340,153 819,991
Non-current
Property, plant and equipment (note 5) 161,096 51,000 -
Exploration and evalutaion assets (note 6) 2,158,046 1,470,479 87,500
TOTAL ASSETS 3,421,438 S 2,861,632 §$ 907,491
LIABILITIES
Current
Accounts payable and accrued liabilities 66,347 S 32,945 S 21,911
66,347 32,945 21,911
SHAREHOLDERS' EQUITY (DEFICIENCY)
Share capital (note 7) 5,335,441 4,077,278 1,433,950
Reserves (note 7) 791,722 836,478 99,975
Accumulated deficit (2,775,549) (2,085,069) (648,345)
Accumulated other comprehensive loss 3,477 - -
3,355,091 2,828,687 885,580
TOTAL EQUITY AND LIABILITIES 3,421,438 S 2,861,632 S 907,491

Nature of Operations — note 1
Commitments — note 14
Subsequent Events — note 15

These condensed consolidated interim financial statements were authorized for issue by the Board of Directors
on October 24, 2011. They are signed on the Company’s behalf by:

“Mark McLeary”

Mark A. McLeary, CEO, President, and Director

“Tom Kordyback”

Tom Kordyback, CFO, Director

The accompanying notes are an integral part of the condensed interim consolidated financial statements
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SILVER SUN RESOURCE CORP.
Condensed Consolidated Interim Statements of Operations and Comprehensive Loss
(Expressed in Canadian dollars)

(Unaudited)
For the three months ended
July 31, 2011 July 31, 2010
(note 13)
EXPENSES
Bank charges and interest S 691 S 147
Depreciation (note 5) 7,106 -
Insurance 17,231 -
Investor relations 10,000 -
Management and consulting fees 147,757 75,450
Exploration and evaluation costs (note 6) 338,979 4,175
Office, administrative and travel expenses 30,620 27,188
Professional fees 22,881 3,898
Salaries and benefits 769 -
Share-based compensation (note 7 (e)) 110,315 -
Transfer agent, listing and filing fees 6,304 1,115
692,653 111,973
Loss before other items (692,653) (111,973)
OTHER INCOME (EXPENSES)
Finance income (note 4) 7,747 133
Foreign exchange loss (23,725) -
(15,978) 133
NET LOSS $ (708,631) $  (111,840)
OTHER COMPREHENSIVE INCOME
Foreign currency translation differences for foreign operations 3,477 -
3,477 -
NET LOSS AND COMPREHENSIVE LOSS FOR THE PERIOD S (705,154) S (111,840)
Basic and diluted net loss per share S (0.02) S -
Weighted average number of common shares outstanding 44,238,533 25,456,522

The accompanying notes are an integral part of the condensed interim consolidated financial statements
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SILVER SUN RESOURCE CORP.

Condensed Consolidated Interim Statements of Changes in Equity (Deficiency)
(Expressed in Canadian dollars)

(Unaudited)

Accumulated Other

Reserves Comprehensive Loss
Equity settled Total
Number of share based Reserve for Cumulative Accumulated Shareholders'
Common Shares| Share Capital payment reserve warrants Total Translation Reserve Deficit Equity
Balance, April 30, 2011 (note 13) 43,235,000 | $ 4,077,278 $ 836,478 S - $ 836,478 S - $(2,085,069) $ 2,828,687
Sh i d fi i I
ares issuedor minera 1,450,000 676,500 - 121,993 121,993 - - 798,493
property (note 6(a))
Exercise warrants for cash 75,000 11,250 - - - - - 11,250
Exercise options for cash 1,300,000 311,500 - - - - - 311,500
Share-based compensation - - 110,315 - 110,315 - - 110,315
Fair val f opti d
alr value ot options an - 258,913 (258,913) - (258,913) - ; -
warrants exercised
Fair value of options cancelled - - (18,151) - (18,151) - 18,151 -
Net | d hensi
et 1055 and comprehensive ; - ; - ; 3,477 (708,631) (705,154)
loss for the period
Balance, July 31, 2011 46,060,000 | $ 5,335,441 S 669,729 $ 121,993 $ 791,722 S 3,477 $(2,775,549) S 3,355,091
Balance, May 1, 2010 (note 13) 23,500,000 | S 1,433,950 S 64,511 S 35,464 $ 99,975 S (648,345) S 885,580
Shares issued for mineral
2,000,000 160,000 - - - - 160,000
property (note 6(c))
Net loss and comprehensive
_ ] . - - - (111,840) (111,840)
loss for the period
Balance, July 31, 2010 (note 13) 25,500,000 | $ 1,593,950 S 64,511 S 35,464 $ 99,975 $ (760,185) S 933,740

The accompanying notes are an integral part of the condensed interim consolidated financial statements
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SILVER SUN RESOURCE CORP

Condensed Consolidated Interim Statements of Cash Flows
(Expressed in Canadian dollars)

(Unaudited)

July 31, 2011

For the three months ended

July 31, 2010

Cash provided by (used in):
OPERATING ACTIVITIES

(note 13)

Net loss for the period S (708,631) S (111,840)
Adjustments for items not affecting cash:
Accrued finance income (7,400) -
Depreciation 7,106 -
Share-based compensation 110,315 -
Foreign exchange loss 23,725 -
(574,885) (111,840)
Net changes in non-cash working capital items:
Amounts receivable and prepaid expenses (59,504) 52,916
Accounts payable and accrued liabilities 33,452 (9,540)
(600,937) (68,464)
FINANCING ACTIVITIES
Exercise of stock options 311,500 -
Exercise of warrants 11,250 -
322,750 -
INVESTING ACTIVITIES
Purchase of equipment (49,254) -
(49,254) -
Decrease in cash (327,441) (68,464)
Cash, beginning of the period 507,807 627,853
Effect of exchange rate fluctuations on cash held 23,186 -
Cash, end of the period S 203,552 §$ 559,389
SUPPLEMENTARY CASH FLOW INFORMATION
Shares issued for exploration and evaluation assets, and mine and $ 676,500 S 160,000
mill equipment
Fair value of warrants issued for exploration and evaluation assets, $ 121,993 $ i
and mine and mill equipment
Fair value of options exercised, transferred to share capital S 258,913 $ -
Fair value of options cancelled, transferred to deficit S 18,151 $ -




SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

1.

NATURE OF OPERATIONS

Silver Sun Resource Corp. (the "Company"), a public company incorporated under the laws of the Province
of British Columbia, Canada on March 14, 2007. The Company is listed on the TSX Venture Exchange (“TSX”)
under the trading symbol “SSU” and on the Frankfurt Stock Exchange under the trading symbol “SS6”. The
Company is in the business of exploring mineral properties, including: the Cherry Hill Gold mining claims in
Siskiyou County, northern California; and, the Yoreme mineral claim located in the Municipality of Alamos,
state of Sonora, Mexico.

The Company is in the exploration stage 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.

These condensed consolidated 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 raise adequate financing to develop its exploration and evaluation assets, and to
commence profitable operations in the future. To date the Company has not generated any revenues and is
considered to be in the exploration stage. These 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. Further discussion of
liquidity risk has been disclosed in Note 11(b).

Management is also aware that material uncertainties exist, related to current economic conditions, which
could adversely affect the Company’s ability to continue to finance its activities. Management’s plan
includes continuing to pursue additional sources of financing through equity offerings, seeking joint venture
partners to fund exploration, monitoring exploration activity and reducing overhead costs. Management
expects that the Company will have sufficient capital to fund operations and keep its exploration and
evaluation assets in good standing for the upcoming fiscal year.

BASIS OF PREPARATION
Statement of compliance and conversion to International Financial Reporting Standards

These condensed consolidated interim financial statements have been prepared in accordance with
International Accounting Standard 34, Interim Financial Reporting (“IAS 34”) using accounting policies
consistent with International Financial Reporting Standards (“IFRS”).

These are the Company’s first IFRS condensed consolidated interim financial statements for the period
covered by the Company’s first IFRS annual consolidated financial statements for the year ending April 30,
2012. Previously, the Company prepared its consolidated annual and condensed consolidated interim
financial statements in accordance with Canadian Generally Accepted Accounting Principles (“Canadian
GAAP”). Canadian GAAP differs in some areas from IFRS. In preparing these financial statements,
management has amended certain accounting and measurement methods previously applied in the
Canadian GAAP financial statements to comply with IFRS. Note 13 contains reconciliations and descriptions



SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

2.

a)

b)

BASIS OF PREPARATION (continued)
Statement of compliance and conversion to International Financial Reporting Standards (continued)

of the effect of the transition from Canadian GAAP to IFRS on equity, operations and comprehensive loss
along with reconciliations of the statements of financial position as at May 1, 2010, July 31, 2010 and April
30, 2011 and summary reconciliations of the statements of operations and comprehensive loss and cash
flows for the three months ended July 31, 2010 and for the year ended April 30, 2011.

Basis of presentation

These condensed consolidated interim financial statements have been prepared on a historical cost basis
except for financial instruments that have been measured at fair value. In addition, these condensed
consolidated interim financial statements have been prepared using the accrual basis of accounting, except
for cash flow information.

These condensed consolidated interim financial statements do not include all of the information required
for full annual consolidated financial statements.

As these are the Company’s first set of condensed consolidated interim financial statements in accordance
with IFRS, the Company’s disclosures exceed the minimum requirements under IAS 34. The Company has
elected to exceed the minimum requirements in order to present the Company’s accounting policies in
accordance with IFRS and some additional disclosures required under IFRS, which also highlight the changes
from the Company’s 2011 annual financial statements prepared in accordance with Canadian GAAP. In
2012 and beyond, the Company may not provide the same amount of disclosure in the Company’s
condensed consolidated interim financial statements under IFRS as the reader will be able to rely on the
annual financial statements, which will be prepared in accordance with IFRS.

These condensed consolidated interim financial statements, including comparatives, have been prepared
using accounting policies consistent with IFRS as is expected to be effective on April 30, 2012, the
Company’s first IFRS annual reporting date.

The standards that will be effective for the annual financial statements for the year ending April 30, 2012
are subject to change and may be affected by additional interpretations. Accordingly, the accounting
policies for the annual period that are relevant to these condensed consolidated interim financial
statements will be determined only when the first IFRS financial statements are prepared for the year
ending April 30, 2012.

The preparation of these condensed consolidated interim financial statements resulted in changes to the
accounting policies as compared with the most recent annual financial statements prepared under
Canadian GAAP. The accounting policies set out below have been applied consistently to all periods
presented in these condensed interim financial statements. They also have been applied in preparing an
opening IFRS statement of financial position at May 1, 2010 for the purpose of the transition to IFRS, as
required by IFRS 1, First Time Adoption of International Financial Reporting Standards (IFRS 1). The impact
of the transition from Canadian GAAP to IFRS is explained in Note 13.



SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

2. BASIS OF PREPARATION (continued)
c) Foreign Currencies

i) Presentation and functional currency

The presentation currency of the Company and its subsidiaries is the Canadian Dollar.

The functional currency of the Company and its Mexican subsidiary is the Canadian Dollar while the
functional currency of the Company’s USA subsidiaries is the US Dollar.

ii) Foreign currency transactions

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 not retranslated.

iii) Foreign operations

Subsidiaries that have functional currencies other than Canadian dollars translate their statement of
operations items to Canadian dollars at the average rate during the period. Assets and liabilities are
translated at exchange rates prevailing at the end of each reporting period. Exchange variations resulting
from the retranslation at closing rate of the net investment in such subsidiaries, together with differences
between their statement of operations items translated at actual and average rates, are recognized in the
Cumulative Translation Reserve account.

For the purpose of foreign currency translation, the net investment in a foreign operation is determined
inclusive of foreign currency intercompany balances for which settlement is neither planned nor likely to
occur in the foreseeable future. The balance of the foreign currency translation reserve relating to a
foreign operation that is disposed of, or partially disposed of, is recognized in the statement of operations
and comprehensive loss at the time of disposal.

d) Significant accounting judgements and estimates

The preparation of the condensed consolidated 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 the condensed interim financial statements also requires
management to exercise judgment in the process of applying the accounting policies.

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:




SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

2. BASIS OF PREPARATION (continued)
d) Significant accounting judgements and estimates (continued)

Impairment of 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 assets and a suitable discount rate in order to calculate present value. No
impairments of non-financial assets have been recorded for the three months ended July 31, 2011 (July
31, 2010 — Nil).

Useful life of property, plant and equipment

Property, plant and equipment is depreciated over the estimated useful life of the assets. Changes in the
estimated useful lives could significantly increase or decrease the amount of depreciation recorded during
the year and the carrying value of equipment. Total carrying value of property, plant and equipment at
July 31, 2011 was $161,096 (April 30, 2011 - $51,000).

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 condensed interim statement of
comprehensive loss. For the three months ended July 31, 2011 the Company recognized share-based
compensation expense of $110,315 (July 31, 2010 - Snil).

Critical judgements used in applying accounting policies

In the preparation of these condensed consolidated 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 consolidated interim
financial statements.

Exploration and evaluation assets under exploration

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 under exploration and subject to different accounting treatment. As at July 31, 2011 and April 30,
2011 management had determined that no reclassification of exploration and evaluation assets 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 condensed consolidated interim financial
statements.



SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

3. SIGNIFICANT ACCOUNTING POLICIES

a)

b)

Basis of Consolidation

The condensed interim consolidated financial statements include the accounts of the Company and its
Mexican and American subsidiaries.

Nature of
Ownership Interest Jurisdiction Operations
Minera Plata Del Sol S.A. de C.V 100% Mexico Exploration
Company
Golden Sun, LLC. 100% California; Holding
USA Company
Cherry Hill Holdings, LLC
¥ g 100% California;  Holding
USA Company
Lucky Boy Resources, LLC
y Boy 100% California; Exploration
USA Company

Inter-company balances and transactions, including unrealized income and expenses arising from
intercompany transactions, are eliminated in preparing the condensed consolidated interim consolidated
financial statements.

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.

Financial assets

The Company classifies its financial assets into one of the following 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:

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 the income
statement of operations and comprehensive loss.

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.



SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

b)

c)

Financial Instruments (continued)

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 the statement of comprehensive income.

Available-for-sale - Non-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 other
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 OCl and
recognized in the statement of operations and comprehensive loss..

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.

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

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 operations and
comprehensive loss.

Other financial liabilities: This category includes accounts payables and accrued liabilities, which are
recognized at amortized cost.

Cash and cash equivalents

Cash in the statement of financial position comprise 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.

-10 -



SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

d)

Exploration and evaluation assets

Acquisition costs for exploration and evaluation assets, net of recoveries, are capitalized on a property-by-
property basis. Acquisition costs include cash consideration and the value of common shares, based on
recent issue prices, issued for exploration and evaluation assets pursuant to the terms of the agreement.
Exploration expenditures, net of recoveries, are charged to operations as incurred. After a property is
determined by management to be commercially feasible, exploration and development expenditures on
the property will be transferred to property, plant and equipment as mine and mill costs. Prior to transfer
the assets will be tested for impairment. The costs related to a property from which there is production,
will be depleted and amortized using the unit-of-production method.

A exploration and evaluation asset acquired under an option agreement where payments are made at the
sole discretion of the Company, is capitalized at the time of payment. Option payments received are
treated as a reduction of the carrying value of the related acquisition cost for the exploration and
evaluation asset until the payments are in excess of acquisition costs, at which time they are then
credited to operations. Option payments are at the discretion of the optionee and, accordingly, are
accounted for when receipt is reasonably assured.

Capitalized acquisition costs are assessed for impairment if facts and circumstances suggest that the
carrying amount exceeds the recoverable amount. When there is little prospect of further work on a
property being carried out by the Company or its partners, when a property is abandoned, or when the
capitalized costs are no longer considered recoverable, the related property costs are written down to
management’s estimate of their net recoverable amount.

The recoverability of the carrying amount of exploration and evaluation assets is dependent on successful
development and commercial exploitation, or alternatively, the sale of the respective areas of interest.

Property, plant and equipment

Property, plant and equipment (“PPE”) is carried at cost, less accumulated depreciation and accumulated
impairment losses.

The cost of an item of PPE consists of the purchase price, any costs directly attributable to bringing the
asset to the location and condition necessary for its intended use and an initial estimate of the costs of
dismantling and removing the item and restoring the site on which it is located.

Plant, property and equipment are depreciated annually at the following rates, when the asset becomes
available for use:

Mine and mill equipment - 30% straight line
Office and computer equipment - 30% straight line
Vehicles - 30% straight line

-11 -



SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

e)

f)

g)

Property, plant and equipment (continued)

An item of PPE is derecognized upon disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on disposal of the asset, determined as the
difference between the net disposal proceeds and the carrying amount of the asset, is recognized in profit
or loss in the condensed consolidated statement of comprehensive income or loss.

Where an item of plant and equipment comprises major components with different useful lives, the
components are accounted for as separate items of plant and equipment. Expenditures incurred to
replace a component of an item of plant and equipment that is accounted for separately, including major
inspection and overhaul expenditures, are capitalized.

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 the 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, but 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.

Share capital

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.

Equity Units

Proceeds received on the issuance of units, comprised of common shares and warrant, 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.

-12 -



SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

g)

h)

Share capital (continued)

Non-monetary consideration

Where share capital is issued, or received, as non-monetary consideration and the fair value of the asset
received, or given up is not readily determinable, the fair market value of the shares is used to record the
transaction. The fair market value of the shares is based on the trading price of those shares on the
appropriate stock exchange on the date of the agreement to issue or receive shares as determined by the
board of directors.

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.

The fair value of employee options is measured at grant date, and the fair value of non-employee options
is at the date or over the period such services are received. Each tranche of employee and non-employee
options granted is recognized using 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.

Provisions

Provisions are recognized where a legal or constructive obligation has been incurred as a result of past
events; it is probable that an outflow of resources embodying economic benefit will be required to settle
the obligation; and a reliable estimate of the amount of the obligation can be made. If material, provisions
are measured at the present value of the expenditures expected to be required to settle the obligation.

Decommissioning liability

An obligation to incur restoration, rehabilitation and environmental costs arises when environmental
disturbance is caused by the exploration, development or ongoing production of a exploration and
evaluation asset 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. Subsequent to initial measurement, the obligation is adjusted at the end of each reporting
period to reflect the passage of time and changes in the estimated future cash flows underlying the
obligation. The increase in the provision due to the passage of time is recognized as a finance cost and
increases/ decreases due to changes in the estimated future cash flows to decommission the asset are
capitalized. Actual costs incurred upon settlement of the site restoration obligations are charged against
the provision to the extent the provision was established.

-13-



SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

i)

k)

Loss per share

The Company presents basic and diluted loss per share data 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.

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 as 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 provided 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 in a
transaction that is not a business combination and that affect neither accounting or taxable profit; and
differences relating to investments in subsidiaries 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 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 utilized. To the extent that the Company does not consider it
probable that a future tax asset will be recovered, it provides a valuation allowance against that excess.

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.
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SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

1)

New accounting standards and interpretations not yet adopted

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

IFRS 9 Financial Instruments

In November 2009, the IASB issued, and subsequently revised in October 2010, IFRS 9 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, 2013, 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. Management has not yet determined the potential impact the
adoption of IFRS 9 will have on the Company’s financial statements

IFRS 13 Fair Value Measurement

In May 2011, the IASB 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 not yet determined the potential impact
that the adoption of IFRS 13 will have on the Company’s financial statements.

Other
In June 2011, the IASB issued amendments to IFRS 7 Financial Instruments: Disclosures. The Company
does not believe the changes resulting from these amendments are relevant to its financial statements.

In May 2011, the IASB issued IFRS 10 Consolidated Financial Statements, IFRS 11 Joint Arrangements and
IFRS 12 Disclosure of Interests in Other Entities. The Company does not believe the changes resulting from
these new standards are relevant to its financial statements.

In June 2011, the IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 19
Employee Benefits. The Company does not believe the changes resulting from these amendments are
relevant to its financial statements.

4. SHORT TERM INVESTMENT

At July 31, 2011 the Company held $800,000 in a guaranteed investment account which bears interest at
1.85% and which matures on February 1, 2012. Accrued interest income of $7,400 is included in Amounts
Receivable at July 31, 2011.
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Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

5. PROPERTY, PLANT AND EQUIPMENT

Office and
Mine and mill computer
equipment equipment Vehicles Total
S S S S
COST
Balance at May 1, 2010 - - - -
Additions 51,000 - - 51,000
Balance at April 30, 2011 51,000 - - 51,000
Additions 76,062 1,596 43,226 120,884
Effect of movement in exchange rates (3,478) - (278) (3,756)
Balance at July 31, 2011 123,584 1,596 42,948 168,128
ACCUMULATED DEPRECIATION
Balance at May 1, 2010 and April 30, 2011 - - - -
Depreciation for the period 5,078 110 1,918 7,106
Effect of movement in exchange rates (66) - (8) (74)
Balance at at July 31, 2011 5,012 110 1,910 7,032
CARRYING AMOUNTS
At May 1, 2010 - - - -
At April 30, 2011 51,000 - - 51,000
At July 31, 2011 118,572 1,486 41,038 161,096
6. EXPORATION AND EVALUATION ASSETS
The Company has accumulated the following acquisition expenditures:
Cariboo
Zacatecas Yoreme Cherry Hill (British
ACQUISITION COSTS: (Mexico) (Mexico) (California) Columbia) Total
Balance at May 1, 2010 S 87,500 S - S - S - S 87,500
Acquisition costs - cash - - 518,979 518,979
Acquisition costs - shares - 864,000 160,000 1,024,000
Costs written-off - - (160,000) (160,000)
Balance at April 30, 2011 87,500 864,000 518,979 - 1,470,479
Acquisition costs - shares - - 727,047 - 727,047
Effect of movementin i i (39,480) i (39,480)
exchange
Balance at July 31, 2011 S 87,500 $ 864,000 $ 1,206,546 $ - $ 2,158,046
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SILVER SUN RESOURCE CORP.

Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

6. EXPLORATION AND EVALUATION ASSETS (continued)

The Company incurred the following exploration expenditures, which were recognized in the statement of
operations for the three months ended July 31, 2011 and 2010:

Cherry Hill Zacatecas Yoreme Zacatecas

(California) (Mexico) (Mexico) TOTAL (Mexico) TOTAL
Administrative S 14,248 S - S 1,411 S 15,659 § - S
Assay 379 - - 379 -
Consulting 78,528 7,998 1,448 87,975 -
Geology 1,784 - 1,804 3,587 4,175 4,175
Geophysics - - 37,158 37,158 -
Legal 33,245 - - 33,245 -
Metallurgy - - 38,565 38,565 -
Salaries and benefits 77,881 - - 77,881 -
Travel and site costs 38,380 - 6,150 44,530 -

S 244,445 $ 7,998 $ 86,536 $ 338,979 $ 4,175 S 4,175

a) Yreka, California

On April 14, 2011, the Company closed the Definitive Agreement for the purchase of a 51% interest in
the Cherry Hill Mining claims, located in Siskiyou County, northern California, whose key asset is the
past producing Cherry Hill Gold Mine. In consideration for the 51% interest in the project, the
Company agreed to pay US$555,000 (paid). The Cherry Hill purchase includes one mill site claim
including a 750 ton-per-month gravity circuit mill with all machinery and equipment (note 5). The
Property is approximately 125 acres located in the Klamath National Forest in Siskiyou County,
California, approximately 8 miles from Yreka. Cherry Hill has completed a substantial amount of
exploration work in the mine.

On May 20, 2011 the Company concluded the purchase agreement to acquire a further 17.15%
interest in the Cherry Hill Mining claims. In consideration the Company agreed to issue 500,000
common shares (note 7(b)), at a fair value of $230,000. $209,420 has been recognized as exploration
and evaluation asset acquisition costs and the remaining $20,570 as equipment (note 5).

On July 29, 2011 the Company concluded the purchase agreement to acquire the remaining 31.85%%
interest in the Cherry Hill Mining claims, to acquire a 100% interest therein. In consideration the
Company agreed to issue 950,000 common shares (note 7(b)), at a fair value of $446,500 and 475,000
share purchase warrants, at a fair value of $121,993 (note 7(c)). A total of $517,627 has been
recognized as exploration and evaluation asset acquisition costs and the remaining $50,866 as
equipment (note 5).

To date, the Company has incurred mineral property exploration and evaluation costs of $244,445.
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Notes to the Condensed Consolidated Interim Financial Statements
For the three months ended July 31, 2011 and 2010

(Unaudited)

6. EXPLORATION AND EVALUATION ASSETS (continued)

b)

Mexico

(i) Zacatecas

(ii)

c)

On August 14, 2008, the Company entered into an Option Agreement with Yale whereby the Company
entered into an option agreement to acquire 100% of Yale's 65% vested participating interest in a Joint
Venture Agreement dated August 8, 2008, between Yale and IMPACT Silver Corp., with respect to
certain mining concessions located in Zacatecas, Mexico.

In order to exercise the option, the following consideration is required by the Company:
e Paya $25,000 (paid) non-refundable deposit upon execution of the Option Agreement;

e Pay $25,000 (paid), issue 200,000 common shares (issued at a fair value of $10,500) of the
Company and incur $100,000 (incurred) on exploration expenditures by December 24, 2008;

e Pay $100,000 (waived), issue an additional 300,000 common shares (issued at a fair value of
$27,000) of the Company and incur an additional $100,000 (incurred) in mineral property
exploration and evaluation costs by January 24, 2010.

To date, the Company has incurred mineral property exploration and evaluation costs of $246,239
(April 30, 2011 - $238,241).

On January 14, 2010, Yale waived the payment of the final $100,000 due under the agreement. The
Company exercised its option to acquire 100% of Yale’s 65% vested participating interest in Joint
Venture Agreement by issuing the final 300,000 shares due under the agreement.

The Company also agreed to pay US$250,000 to Yale if the property is included in a positive feasibility
study or is part of a production on the property greater than 500 tonnes per day.

Yoreme

On December 20, 2010, the Company entered into a exploration and evaluation purchase agreement
with Maggiore Capital Limited pursuant to which the Company has acquired one hundred percent
(100%) right, title and interest in the Yoreme mineral claim (the "Property"). The Property is 400
hectares in size and is located in the Municipality of Alamos, state of Sonora, Mexico. The
consideration paid for this exploration and evaluation is 2,500,000 common shares of the Company, at
a fair value of $0.32 per share. The Company agreed to pay an additional 200,000 shares as a finders'
fee on this purchase.

To date, the Company has incurred mineral property exploration and evaluation costs of $108,600
(April 30, 2011 - $22,064).

British Columbia

On May 3, 2010, the Company acquired an option to purchase a one hundred percent (100%) interest
in and to five contiguous mineral claims covering a combined area of approximately 2431.79 hectares
located in the Cariboo mining district in British Columbia. In consideration for this option, the
Company issued 2,000,000 common shares valued at $160,000. On November 25, 2010 the Company
announced that it has terminated the option to purchase these claims, and wrote off the cost of this
option.
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Notes to the Condensed Consolidated Interim Financial Statements
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(Unaudited)

7. SHARE CAPITAL
a) Authorized

Unlimited common shares without par value

b) Issued

On May 20, 2011 the Company issued 500,000 common shares at a price of $0.46 per share (total value
$230,000 for consideration for the acquisition of mineral claims a 17.15% interest in the Cherry Hill Mining
claims (in addition to the 51% interest held at April 30, 2011) (note (6(a)).

On July 29, 2011 the Company issued 950,000 common shares at a price of $0.47 per share (total value
$446,500 for consideration for the acquisition of the remaining 31.85% interest in the Cherry Hill Mining
claims (note 6(a)).

During the three months ended July 31, 2011, 1,375,000 common shares were issued on the exercise of
1,300,000 options and 75,000 warrants, for total proceeds of $311,500 and $11,250 respectively.

On May 3, 2010 the Company issued 2,000,000 common shares at a price of $0.08 per share (total value of
$160,000) for consideration for the acquisition of mineral claims in the Cariboo mining district of British
Columbia (note 6(c)).

On December 20, 2010 the Company issued 2,700,000 common shares at a price of $0.32 per share (total
value of $864,000) for consideration for the Yoreme mineral claim (note 6(b)(ii)).

During the year ended April 30, 2011, 15,035,000 common shares were issued on the exercise of
14,085,000 warrants and 950,000 options, for total proceeds of $1,413,500 and $104,000 respectively.

Of the issued and outstanding common shares at July 31, 2011, 394,800 (April 30, 2010 — 789,600) are held
in escrow and deposited with a trustee under an escrow agreement. Under the escrow agreement 394,800
common shares were released from escrow during the three months ended July 31, 2011 and the
remaining 394,800 will be released in December 2011. These escrow shares may not be transferred,
assigned or otherwise dealt with without the consent of the regulatory authorities.
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7. SHARE CAPITAL (continued)

c) Warrants
A continuity schedule of the Company’s outstanding share purchase warrants for the three months ended
July 31, 2011 and the year ended April 30, 2011 is as follows:

July 31, 2011 April 30, 2011

Weighted Weighted
Number Average Number Average
Outstanding Exercise Price Outstanding Exercise Price
Outstanding, beginning of the year 583,000 $ 0.15 14,668,000 S 0.10

Issued * 475,000 $ 0.56 - S -
Exercised (75,000) $ 0.15 (14,085,000) $ 0.10
Outstanding, end of the period/year 983,000 $ 0.35 583,000 S 0.15

* On July 29, 2011 the Company issued 475,000 share purchase warrants in connection with the
acquisition of the remaining 31.85% interest in the Cherry Hill Mining claims (note 6(a)).

As at July 31, 2011, the Company had warrants outstanding to acquire common shares of the Company as

follows:
Weighted average

remaining

Warrants contractual life

Expiry date Outstanding Exercise price (in years)
February 8, 2015 ** 508,000 0.15 3.53
July 29, 2012 475,000 0.30 1.00
983,000 2.31

** On February 8, 2010, the Company issued 14,668,000 warrants in connection with a non-brokered
financing. The warrants have a five year term and are exercisable at $0.10 in year one, $0.15 in year
two, $0.25 in year three, $0.50 in year four, and $1.00 in year five. At April 30, 2011 583,000 of these

warrants were outstanding.
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(Unaudited)

7. SHARE CAPITAL (continued)
d) Share Purchase Options

On April 27, 2007, the Company adopted an incentive stock option plan, which provides that the board of
directors of the Company may from time to time, on its discretion and in accordance with the Exchange
requirements, grant to directors, officers, employees and technical consultants to the Company, non-
transferable options to purchase common shares, provided that the number of common shares reserved
for issuance will not exceed 10% of the common shares outstanding at Closing. Such options will be
exercisable for a period of up to 5 years from the date of grant. In connection with the foregoing, the
number of common shares reserved for issuance to any individual director or officer will not exceed five
percent (5%) of the issued and outstanding common shares and the number of common shares reserved
for issuance to all technical consultants will not exceed 2% of the issued and outstanding common shares.
Options may be exercised no later than 90 days following cessation of the optionee’s position with the
Company, provided that if the cessation of office, directorship, or technical consulting arrangement was by
reason of death, the options may be exercised within a maximum period of one year after such death,
subject to the expiry date of such options.

A continuity schedule of the Company’s outstanding options for the three months ended July 31, 2011 and
the year ended April 30, 2011 is as follows:

July 31, 2011 April 30, 2011
Weighted Weighted
Number Average Number Average Exercise
Outstanding Exercise Price Outstanding Price
Outstanding; beginning of the year 3,900,000 S 0.29 900,000 S 0.11
Granted 600,000 $ 0.49 4,100,000 S 0.28
Exercised (1,300,000) $ 0.24 (950,000) $ 0.11
Cancelled (100,000) $ 0.36 (150,000) S 0.10
Outstanding; end of the period/year 3,100,000 $ 0.32 3,900,000 $ 0.29

As at July 31, 2011, the Company had options outstanding and exercisable to acquire common shares of
the Company as follows:

Weighted average

Number of Number of remaining

Outstanding Options contractual life

Expiry date Options Exercisable Exercise price (in years)
March 1, 2012 * 500,000 500,000 S 0.245 0.59
March 16, 2012 ** 500,000 500,000 $ 0.325 0.63
December 21, 2015 1,500,000 1,500,000 S 0.28 4.39
July 19, 2012 250,000 250,000 S 0.55 0.97
September 15, 2012 350,000 - S 0.45 1.13
3,100,000 2,750,000 $ 0.32 2.53
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7. SHARE CAPITAL (continued)

d) Share Purchase Options (continued)

As at April 30, 2011, the Company had stock options outstanding and exercisable to acquire common

shares of the Company as follows:

Weighted average

Number of Number of remaining

Outstanding Options contractual life (in

Expiry date Options Exercisable Exercise price years)
December 21, 2011 750,000 750,000 S 0.21 0.64
March 1, 2012 500,000 500,000 $ 0.245 0.84
March 14, 2012 100,000 100,000 $ 0.36 0.87
March 16, 2012 500,000 500,000 $ 0.325 0.88
December 21, 2015 2,050,000 2,050,000 S 0.28 4.65
3,900,000 3,900,000 S 0.29 0.37

e) Share-based compensation

The fair value of share based compensation is measured at th

e date of grant and recognized over the

vesting period. The fair value of stock options granted to directors, employees, and consultants and vested

during the three months ended July 31, 2011 was $110,315 (July

31, 2010 - $nil) which has been expensed

as share-based compensation in the Company’s condensed consolidated interim statement of
comprehensive loss during the three months ended July 31, 2011 and 2010.

For the three months ended July 31, 2011 and 2010, share based compensation expense consists of the

following:

July 31, 2011

July 31, 2010

Expense category:

Management and consulting fees S 82,791 S -
Investor relations 27,524
S 110,315 S -
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7. SHARE CAPITAL (continued)

e) Share Based Compensation (continued)

The Company estimated the fair value of stock options granted using the Black-Scholes option pricing
model with the following weighted average assumptions:

July 31, 2011

Risk-free interest rate 1.21%
Expected annual volatility 170.97%
Expected life 1.15
Expected dividend yield 0%
Fair value per option $0.31

The expected volatility is based on daily share price history, to the option’s grant date, for a period
consistent with the assumed option life. The risk free interest rate is the yield on a zero-coupon Canadian
Treasury Bill of a term consistent with the assumed option life. The expected life is the average expected
period to exercise, based on the historical activity patterns for each individually vesting tranche.

Option pricing models require the input of highly subjective assumptions including the expected price
volatility. Changes in the subjective input assumptions can materially affect the fair value estimate, and
therefore, the existing models do not necessarily provide a reliable single measure of the fair value of the
Company’s share options.

8. LOSS PER SHARE
Basic and diluted loss per share

The calculation of basic and diluted loss per share for the three months ended July 31, 2011 was based on
the loss attributable to common shareholders of $708,631 (July 31, 2010 — $111,840) and a weighted
average number of common shares outstanding of 44,238,533 (July 31, 2010 — 25,456,522).

9. RELATED PARTY TRANSACTIONS AND BALANCES

a) Management transactions

The Company has identified its directors and certain senior officers as its key management personnel.
The compensation costs for key management personnel for the three months ended July 31, 2011 and
2010 are as follows:
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9. RELATED PARTY TRANSACTIONS (continued)

a) Management transactions (continued)

For the three months ended July 31, 2011

Short-term employee

benefits Other benefits Total
$ $ $
McLeary Capital Management, Inc. (i) 30,000 30,000
For the three months ended July 31, 2010
Short-term employee
benefits Other benefits Total
$ $ $
Mark McLeary; President and CFO 16,675 16,675

(i) A private company controlled by the President and CEO, Mark McLeary.

Total expenses of $6,257 were reimbursed to the Company’s CFO and director during the three months

ended July 31, 2011 (July 30, 2010 - $462).

b) Director transactions

During the three months ended July 31, 2011 the Company paid the following to private companies
associated with a director of the Company, lan Foreman:

e $15,014 for geological consulting services (July 31, 2010 - $nil), and $1,791 (July 31, 2010 - $1,646)

for office rent and administrative costs to Yale Resources Ltd.

e 51,800 to Foremost Geological Consulting Ltd for consulting services (July 31, 2010 - Snil).

e 5769 to Foremost Management Services Ltd for employee health benefits (July 31, 2010 - Snil).
At July 31, 2011, this expense has not yet been paid, and is included in accounts payable and

accrued liabilities.
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10. SEGMENTED INFORMATION

The Company operates in one reportable operating segment, being the exploration of mineral properties.

The Company’s non-current assets are located in its geographic segments of Canada, Mexico and the
United States as follows:

As at July 31, 2011 As at April 30, 2011

Canada S 33,110 S -
Mexico 951,500 951,500
United States 1,334,531 569,979

S 2,319,141 S 1,521,479

No revenues from external customers were earned during the three months ended July 31, 2011 or 2010
in any of the geographic locations.

11. FINANCIAL INSTRUMENTS

The fair values of the Company’s cash, short-term investment, amounts receivable, and accounts payables
and accrued liabilities approximate their carrying values because of the short-term nature of these
instruments.

The Company’s financial instruments are exposed to certain financial risks, credit risk, liquidity risk and
market risk.

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 of cash and the short-term investment. The Company deposits the majority of its cash
with high credit quality financial institutions in Canada, the United States and Mexico, and as a result, the
Company considers its credit risk to be minimal.

Concentration of credit risk exists with respect to the Company’s cash and short-term investment as the
majority of the amounts are held each in a single Canadian, United States and Mexican financial institution.
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11. FINANCIAL INSTRUMENTS (continued)

a) Credit Risk (continued)

The Company’s concentration of credit risk, and maximum exposure thereto, is as follows:

July 31, 2011 April 30, 2011

Cash held at major financial institutions
Canada S 187,645 S 500,054
Mexico 5,124 7,753
United States 10,783 -
203,552 507,807

Short-term investment

Canada 800,000 800,000
Total cash and short-term investment S 1,003,552 S 1,307,807

b) Liquidity Risk

c)

Liquidity 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 and short-term investment balances.

The Company’s expected source of cash flow in the upcoming year will be through equity financing. Cash
on hand at July 31, 2011 and expected cash flows for the next 12 months are not sufficient to fund the
Company’s ongoing operational needs. Therefore, the Company will need funding through equity or debt
financing, entering into joint venture agreements, or a combination thereof.

Accounts payable and accrued liabilities are due within twelve months of the statement of financial
position date.

Market Risk

Market risk consists of interest rate risk, foreign currency risk and other price risk. These are discussed
further below.

Interest Rate Risk

Interest rate risk consists of two components:

(i) 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.

(ii) 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.

Current financial assets and financial liabilities are generally not exposed to interest rate risk because of
their short-term nature and maturity.
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11. FINANCIAL INSTRUMENTS (continued)

c) Market Risk (continued)

The Company is exposed to interest rate price risk with respect to the short-term investment as it bears
interest at market rates. However, as the stated rate of interest is fixed, the Company is not exposed to
significant interest rate price risk as at July 31, 2011 and April 30, 2011.

Foreign Currency Risk

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

The Company is exposed to foreign currency risk with respect to cash, amounts receivable, accounts
payable and accrued liabilities and amounts due to related parties, as a portion of these amounts are
denominated in Mexican Pesos and US dollars as follows:

As at July 31, 2011 April 30, 2011
MXN UsD MXN
Cash S 62,796 S 11,282 S 94,256
Accounts payable and accrued liabilities $ - S (3,950) S -
62,796 7,332 94,256
Rate to convert to $1.00 CDN S 00816 $§ 09558 S  0.0839

Based on the net Canadian dollar denominated asset and liability exposures as at July 31, 2011, an average
fluctuation of 0.01% (April 30, 2011 — 2.4%) in the Canadian/MXN and CAD/US Dollar exchange rates will
impact the Company’s earnings by approximately $182 (April 30, 2011 -5191).

The Company manages foreign currency risk by minimizing the value of financial instruments denominated
in foreign currency. The Company has not entered into any foreign currency contracts to mitigate this risk.

Other Price Risk

The Company’s ability to raise capital to fund mineral resource exploration is subject to risks associated
with fluctuations in mineral resource prices. Management closely monitors commodity prices, individual
equity movements, and the stock market to determine the appropriate course of action to be taken by the
Company.
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11. FINANCIAL INSTRUMENTS (continued)
d) Classification of Financial 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:

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).

The following table sets forth the Company’s financial assets measured at fair value by level within the fair
value hierarchy as at July 31, 2011.

Level 1 Level 2 Level 3
Cash S 203,552 S - S -
Short-term investment 800,000 - -
S 1,003,552 $ - S -

12. CAPITAL MANAGEMENT

The Company considers its capital structure to be share capital, cash and short term investments. The
Company manages its capital structure based on the funds available to the Company, in order to support
acquisition, maintenance, exploration, and development of mineral properties.

The Board of Directors has not established any quantitative return on capital criteria for management,
instead relying on the expertise of the Company's management to sustain future development of the
business.

The properties in which the Company currently has an interest in are in the exploration stage so the
Company is dependent on external financing to fund its activities. In order to carry out activities and
administration, the Company will spend its existing working capital and raise additional amounts as
needed.

The Company is not subject to externally imposed capital restrictions.

There have been no changes to the Company’s approach to capital management during the three months
ended July 31, 2011.
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13. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

As disclosed in Note 2, these are the Company’s first condensed consolidated interim financial statements
for the period covered by the first annual financial statements prepared in accordance with IFRS.

The accounting policies in Note 3 have been applied in preparing the condensed interim financial
statements for the three months ended July 31, 2011, the comparative information for the three months
ended July 31, 2010, the statement of financial position as at April 30, 2011 and the preparation of an
opening IFRS statement of financial position on the transition date, May 1, 2010.

a) First time adoption

The guidance for the first time adoption of IFRS is set out in IFRS 1 First-time Adoption of International
Financial Reporting Standards’. Under IFRS 1 changes in accounting policies resulting from the adoption of
IFRS are applied retrospectively at the transition date with all adjustments taken to retained earnings
unless certain optional exemptions are applied. The Company has applied the following optional
exemptions to its opening statement of financial position dated May 1, 2010:

Business Combinations

IFRS1 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 taken advantage of this election and will apply IFRS 3 to business combinations that occur on or after
May 1, 2010.

Consolidated and Separate Financial Statements

In accordance with IFRS 1, if a company elects to apply IFRS 3 ‘Business Combinations’ retrospectively, IAS
27 Consolidated and Separate Financial Statements must also be applied retrospectively. As the Company
elected to apply IFRS 3 prospectively, the Company has also elected to apply IAS 27 prospectively.

Share-based payment

IFRS 1 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 date of transition to IFRS. The Company has elected not to apply
IFRS 2 to awards that vested prior to May 1, 2010.

Borrowing Costs

IFRS 1 allows first-time adopters to apply IAS 23 Borrowing Costs prospectively from the date of transition
to IFRS. The Company has elected to apply IAS 23 prospectively from May 1, 2010. IAS 23 requires the
capitalization of borrowing costs directly attributable to the acquisition, production or construction of
certain assets.

IFRS 1 also outlines specific guidelines that a first-time adopter must adhere to under certain
circumstances. The Company has applied the following guidelines to its opening statement of financial
position dated May 1, 2010:

Estimates

In accordance with IFRS 1, an entity’s estimates under IFRS for the comparative periods must be consistent
with estimates made for the same date under previous Canadian GAAP, unless there is objective evidence
that those estimates were in error. The Company’s IFRS estimates for the comparative periods are
consistent with its Canadian GAAP estimates for the same date.
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13. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

b) Changes in accounting policies
The Company has changed certain accounting policies to be consistent with IFRS as is expected to be
effective July 31, 2012, the Company’s first annual IFRS reporting date. However, these changes to its
accounting policies have not resulted in any significant change to the recognition and measurement of
assets, liabilities, equity, revenue and expenses within its financial statements.

The following summarizes the significant changes to the Company’s accounting policies on adoption of
IFRS:

Impairment of (Non-financial) Assets

IFRS requires a write down of assets if the higher of the fair market value and the value in use of a group of
assets is less than its carrying value. Value in use is determined using discounted estimated future cash
flows. Canadian GAAP required a write down to estimated fair value only if the undiscounted estimated
future cash flows of a group of assets are less than its carrying value.

IFRS also requires the reversal of any previous impairment losses, with the exception of goodwill, where
circumstances have changed such that the level of impairment in the value of the assets has been reduced.
Canadian GAAP prohibits the reversal of impairment losses.

The Company has changed its accounting policies related to impairment of assets to be consistent with the
requirements under IFRS. The changes in accounting policies related to impairment did not have a
significant impact on the Company’s financial statements.

Decommissioning Liability (Asset Retirement Obligations)

IFRS requires the recognition of a decommissioning liability for legal or constructive obligations, while
current Canadian GAAP only requires the recognition of such liabilities for legal obligations. A constructive
obligation exists when an entity has created reasonable expectations that it will take certain actions.

The Company's accounting policies related to decommissioning liabilities have been changed to reflect
these differences. There is no impact on the condensed interim financial statements.

Share-based Payments

In certain circumstances, IFRS requires a different measurement of share-based compensation than
Canadian GAAP. In particular, IFRS requires that each tranche (that vests separately) must be treated as a
separate grant and that an estimate of forfeitures be included in the determination of the expense
associated with stock option grants.

Due to the nature of the Company’s stock options, these changes in accounting policy did not have a
significant impact on the Company’s condensed interim financial statements.

Functional currency

IFRS requires that the functional currency of each company within the consolidated group be assessed
individually, while under Canadian GAAP the functional currency of an integrated operation was the same
as the reporting company. Under IFRS, where a company’s functional currency differs from the
presentation currency of the consolidated financial statements, all foreign exchange gains and losses
arising on translation to the presentation currency are recognised in the statement of operations and
comprehensive income as other comprehensive income.
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13. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

c¢) Reconciliation of Canadian GAAP to IFRS
The following provides reconciliations of the statement of financial position, and summary reconciliations of
the statements of comprehensive income, and statements of cash flows for the three months ended July 31,
2010 and the years ended April 30, 2011. The changes in accounting policies resulting from the Company’s
adoption of IFRS had no significant impact on financial statements for these comparative periods, other than

a transfer within equity in respect of the fair value of options and warrants no longer outstanding (refer to
note (i) below).
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13. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

Reconciliation of the Statements of Financial Position:

May 01, 2010 July 31, 2010 April 30, 2011
Effect of Effect of Effect of
Canadian transition Canadian transition Canadian  transition to
Note GAAP to IFRS IFRS GAAP to IFRS IFRS GAAP IFRS IFRS
ASSETS
Current
Cash S 627,853 S - S 62783 S 55938 S - S 55938 QS 507807 S - $ 507,807
Short-term investments - - - - - - 800,000 - 800,000
Receivables 26,538 - 26,538 28,822 - 28,822 32,346 - 32,346
Prepaid expense 165,600 - 165,600 110,400 - 110,400 - - -
819,991 - 819,991 698,611 - 698,611 1,340,153 - 1,340,153
Non-current
Equipment - - - - - - 51,000 - 51,000
Exploration and evalutation assets 87,500 - 87,500 247,500 - 247,500 1,470,479 - 1,470,479
87,500 - 87,500 247,500 - 247,500 1,521,479 - 1,521,479
TOTAL ASSETS S 907,491 S - S 907491 S 946,111 S - S 946,111 S 2,861,632 S - $ 2,861,632
LIABILITIES
Current
Accounts payable and accrued liabilities S 21,911 S - S 219110 S 12,371 S - S 12,371 § S 32,945 S - S 32,945
SHAREHOLDERS' EQUITY
Share capital 1,433,950 - 1,433,950 1,593,950 - 1,593,950 4,077,278 - 4,077,278
Contributed surplus (i) 140,068 (40,093) 99,975 140,068 (40,093) 99,975 882,132 (45,654) 836,478
Deficit (i) (688,438) 40,093 (648,345) (800,278) 40,093 (760,185) (2,130,723) 45,654  (2,085,069)
885,580 - 885,580 933,740 - 933,740 2,828,687 - 2,828,687
TOTAL EQUITY AND LIABILITIES S 907,491 S - S 9074910 S 946,111 S - S 946,111 8 $ 2,861,632 S - $ 2,861,632
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13. TRANSITION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

Summary reconciliation of the Statements of Comprehensive Loss:

Three months ended Year ended
Total comprehensive loss July 31, 2010 April 30, 2011
Comprehensive loss per Canadian GAAP S (111,840) S (1,442,285)
Adjustment on adoption of IFRS - -
Comprehensive loss per IFRS $ (111,840) S (1,442,285)
Summary reconciliation of the Statements of Cash Flows
Three months ended Year ended
July 31, 2010 April 30, 2011
Operating activities per Canadian GAAP S (68,464) S (267,567)
Adjustment on adoption of IFRS - -
Operating activities per IFRS $ (68,464) S (267,567)
Investing activities per Canadian GAAP S - S (1,369,979)
Adjustment on adoption of IFRS - -
Investing activities per IFRS S - $ (1,369,979)
Financing activities per Canadian GAAP S - S 1,517,500
Adjustment on adoption of IFRS - -
Financing activities per IFRS S - S 1,517,500

d) Notes on GAAP - IFRS Reconciliations

IFRS permits a transfer of reserves arising from share-based transactions, within equity. Therefore, at May 1, 2010
the fair value attributable to options and warrants outstanding at that date was transferred from contributed
surplus to an “Equity settled share-based payment reserve” and the fair value attributable to outstanding warrants
was transferred to a “Reserve for warrants and compensation options”. The remaining balance of contributed
surplus, which reflected the fair value of options and warrants no longer outstanding, was transferred to
Accumulated Deficit.

During the year ended April 30, 2011, some options expired and therefore a further transfer, of the fair value
attributable to these option, was made from the Equity settled share-based payment reserve to Accumulated
Deficit.
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14. COMMITMENTS
As at July 31, 2011 the Company had the following obligations:

e The Company has a rental and administrative services agreement with a company that shares similar directors
and officers and requires the payment of $800 per month plus taxes. The agreement is in effect on a month to
month basis and may be terminated with thirty days written notice in accordance with the provisions of the
agreement.

e On December 22, 2010, the Company entered in a 12 month consulting agreement with an unrelated third party
which required a payment of $15,000 per month plus 750,000 stock options. The agreement may be terminated
with thirty days written notice in accordance with the provisions of the agreement.

e On May 1, 2011 the Company entered into an indefinite term contract with McLeary Capital Management, Inc.
(the “consultant”), a private company controlled by the President and CEO of the Company, for the consultant
to continue to act as President and Chief Executive Officer and Director of the Company. A monthly consulting
fee of $10,000 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 May 1, 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.

e Effective June 9, 2011, the Company entered into a fifteen month investor relations agreement with Launch IR
Inc. An agreement was concluded with the investor relations consultant for a term of 15 months commencing
June 15, 2011. The Consultant will be paid a total of $20,000 plus HST over the term of four months, payable in
installments of $5,000 monthly, commencing June 15, 2011 and the sum of $5,500 plus HST over the term of
eleven months, payable in installments of $500 per month for a period of eleven months commencing October
15, 2011. The consultant was also the granted options to purchase 350,000 common shares of the Company at
an exercise price of $0.45 for a term of fifteen months.

e On June 10, 2011, the Company entered into an agreement with Strachen Resources Ltd (“Strachen”), for the
conditional sale of the Company’s Yerome Project for a total price of $300,000, consisting of 2,500,000 common
shares of Strachan and $50,000 cash. On August 31, 2011, the Company and Strachen mutually agreed to
terminate this conditional sale.

e Effective July 5, 2011, the Company entered into a 12 month license and service agreement for the
consideration of $10,000 per month. The agreement terms require the licensor to provide mining and permit
development services to the Company, and provides the Company the rights to use certain licenses and permits
registered in the name of the licensor relating to the Company’s Cherry Hill claims located in Siskiyou County,
California.
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15. SUBSEQUENT EVENTS

The following events occurred subsequent to July 31, 2011:

200,000 shares were issued on the exercise of 100,000 options at $0.245 and 100,000 at $0.325.

e On August 31, 2011 the Company and Strachen Resources Ltd. mutually agreed to terminate the conditional

sales of the Company’s Yoreme project.
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