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May 6, 2011

Dear Fellow Shareholders,

On behalf of the Board of Directors, | am pleaseceport to you on our progress in
2010 and provide our outlook for 2011.

James Bay is currently evaluating a Nigerian od gas opportunity and has signed a
preliminary agreement with D&H Solutions, (a 50f#tnership between Hemla AS of
Norway and Korea’s Daewoo Shipbuilding and MarimgiBeering (DSME)), to
conduct due diligence relating to the potentialuisitjon of significant onshore/offshore
Nigerian oil & gas projects.

If a suitable project in Nigeria is located, JarBay intends to partner with D&H
Solutions AS to ultimately acquire and developntbese assets through a special
purpose vehicle (“SPV”). James Bay will earn a 5@%rest in the SPV on the condition
the James Bay invests US$32 million. With our nantrpers Hemla and Daewoo we are
confident James Bay will complete the due diligepiaxess favourably and begin the
development of a significant oil & gas Nigerian gpect. We anticipate completing this
stage in the coming months and being able to ars@martomprehensive overview of
exciting oil & gas assets to our shareholders.

During 2010 James Bay entered into two non-bintktigrs of intent to acquire two
metallurgic coal projects in the United Stateantnership with a large financial
institution in Europe with mineral resource finaregerience. The Board decided not to
complete the transactions contemplated by the ILettintent due to market conditions,
where James Bay would have suffered extensiveaiuo its shares, and the partnership
was unwound.

James Bay also entered into a short term bridgewathn Largo Resources Ltd., where
we lent Largo $750,000. The bridge loan was sulmsttyupaid back earning the
company $4,000 in interest and 500,000 shares.sJBaesold 500,000 shares for a
profit of $121,000.

James Bay entered into a loan agreement with Mor@wl& Gas Inc. The loan was for
$250,000 and required Morumbi to repay $275,008 piterest on or before August 13
2013. The Morumbi loan bears interest at the rag&@ofor the first year and 9% for the
proceeding 2 years. Morumbi expects to pay backde plus interst during May 2011.

James Bay continues to maintain 107 highly prog$geatining claims covering 1367
claim units (21,872 ha) in 2008 in the southermRof Fire” area of the James Bay
Lowlands, Thunder Bay Mining Division, Ontario. Namus magnetic surveys were
flown over 100% of the property revealing attraetgeophysical conductors and
anomalies that warranted drilling. In 2008 we catdd a limited drilling campaign
focused on a 5 km long electro-magnetic trend enGfand C-extension Block. A total



of 422 samples were collected from the 11 diamardheles totaling 2038 meters.
Unfortunately, no mineralization of economic sigrahce was intersected in any of the
drill holes. Although we have identified more tHzhadditional attractive geophysical
anomalies on our property, the Board decided tpesus the drilling operation near the
end of 2008. The Board is currently reviewing JaBag's options with regards to
further exploration.

On behalf of the Board, we thank you for your couithg support.
Signed,
“Stephen Shefsky”

Stephen Shefsky
President
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The following Management’s Discussion and Analy$i$D&A”) has been prepared as at April 26,
2011. The Company’s reporting currency is the Caamadiollar and all amounts in this MD&A are
expressed in Canadian dollars. The MD&A of Jameg Basources Limited (the “Company” or “James
Bay”) should be read in conjunction with the auditeonsolidated financial statements and the related
notes prepared as of April 21, 2011 for the yeadesh December 31, 2010. This section contains
forward-looking statements as a result of varioastdrs, including those described under “Forward-
Looking Information.”

FORWARD-LOOKING INFORMATION

This MD&A contains certain forward-looking statentemnd information relating to the Company that
are based on the beliefs of its management asagefissumptions made by and information currently
available to the Company. When used in this docujrtee words “anticipate”, “believe”, “estimate”,
“expect” and similar expressions, as they relateht®® Company or its management, are intended to
identify forward-looking statements. Such forwaodking statements relate to, among other things,
regulatory compliance, the sufficiency of currerdriing capital, the estimated cost and availabiity
funding for the continued exploration of the Comyarexploration property. Such statements reflieet
current views of the Company with respect to fuwvents and are subject to certain risks, unceigain
and assumptions. Many factors could cause thealacésults, performance or achievement of the
Company to be materially different from any futwesults, performance or achievements that may be
expressed or implied by such forward-looking staets. Readers are cautioned not to place undue
reliance on these forward-looking statements, whjpdak only as of the date the statements were.made

COMPANY OVERVIEW

James Bay is a junior resource company focuseti®madquisition and exploration of base and precious
metal mineral properties, with activities centeredCanada. The Company has exclusive rights in the
mining claims known as the James Bay Lowlands ptgthe “Property”), located approximately 60 km
southeast of the First Nations community of Webegquind approximately 600 km northwest of
Timmins, Ontario, Canada. The Property consistsl@f unpatented claims covering a total of
approximately 1,367 claim units or approximately&P2 ha of mineral exploration rights.

Subsequent to December 31, 2010, the Company dnitgie a preliminary agreement to conduct due
diligence to identify potential oil and gas acquiisi targets in Nigeria. Management’s goal is tatowe
seeking additional opportunities to add value fareholders.

History and corporate structure

The Company was incorporated on November 5, 20072453325 Ontario Inc." pursuant to the

provisions of the Business Corporations Act (OnfarBy articles of amendment on November 22, 2007,
the Company changed its name to its current nammed Bay Resources Limited". By articles of
amendment effective June 16, 2008, the Company wednthe restrictions on the issue, transfer or
ownership of shares of the Company.

SUMMARY OF FINANCIAL POSITION
(as at December 31, 2010)

Total assets $ 10,055,265
Cash and cash equivalents 6,310,432
Working Capital 6,925,849
Total shareholders’ equity 9,911,236
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MINERAL EXPLORATION ACTIVITIES
James Bay Lowlands property (the “Property”)

Introduction

The McFauld’'s Lake area has become an exploratairspot, first with the discovery of significant
VMS-style mineralization by Spider Resources in 2@hd more recently with the discovery of high-
grade Ni-Cu mineralization in two separate areadlbyont Resources in 2007 and 2008, in addition to
Chromite discoveries by Noront and Freewest Ressunc 2008 and 2009. The area was previously
explored by DeBeers for diamonds in which VMS mitieation was intersected during a drill program
for kimberlites. Prior to these exploration adigs, the McFauld’'s Lake area was not extensively
explored.

The exploration targets sought in the McFauld’'s e_akea are nickel (Ni), copper (Cu) and platinum
group elements (PGE) — known as Ni-Cu-PGE depes$itsrome (Cr) found in chromite or chromitite
deposits — copper, lead (Pb) and zinc (Zn) or CiARldeposits — known as volcanogenic massive
sulphide (VMS) deposits — gold (Au) associated wih sulphide iron formation, gold associated with
low sulphide concentrations, and possible diamambdits associated with kimberlite pipes.

The Company drilled the property during the falR60D8. A total of 373 samples were collected fron
holes totalling just over 2100 metres. The drjjlprogram was designed to test airborne geophysidal
conductors discovered through 5 separate survegsmhheralization of economic significance was
intersected in any of the drill holes.

On March 4, 2010, 3 mining claims were re-staked thiclaim tag issues. Rather than requesting a
Mining Recorder’s Order to move claim posts, it i@smore efficient and cost effective to restatke t
claims. Under provisions of the Ontario Mining AatNotice of Restaking of Transferred Claim could
be filed for each of the 3 claims so that the aswest work on file for the original claims wouldtrize

lost and would be directly transferred to the neiming claim. A Notice of Restaking of Transferred
Claim was filed for each of the 3 claims on Maré&) 2010.

On August 18, 2010, Roy Spooner, Provincial MinRecorder dismissed the dispute originally filed by

Michael Peplinski on mining claims 4225347 and 4245 in Base Map Area 525864, Thunder Bay

Mining Division. There are now no liens or otherpediments on any claims recorded in the name of
James Bay Limited.

On November 15, 2010, an application for an extmsif time to perform and file assessment work on
mining claims 4225371, 4225372 and 4225373 in Bdap Area 526864 in the Thunder Bay Mining
Division was granted. JBR has until September08,12o perform and file assessment work on these 3
claims (known as E Block claims). As of Decembet@Chere is sufficient assessment work to keep the
main contiguous block of claims in good standirgsat least 2 years.

While several geophysical targets remain untestedf December 31, 2010, no work is contemplated at
the present time.
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MINERAL EXPLORATION ACTIVITIES (continued)

Coal Property Activities

On September 2, 2010, the Company entered intogagement to acquire certain coal assets. The
completion of the transaction was subject to tlgmieg of a definitive purchase and sale agreement,
among other conditions. A definitive purchase aald agreement was not signed and the transactisn wa
not completed. Subsequent to December 31, 201G; dhepany was reimbursed for due diligence costs
incurred totalling $733,496. This amount is incldda amounts receivable on the balance sheet as at
December 31, 2010. The Company also received N00Qyarrants in Hendricks Resources Limited, a
private corporation, subsequent to December 310.2DHe warrants are exercisable into 1,000,000eshar
of Hendricks Resources Limited at USD$1.20 pereshatil January 31, 2013.

Oil and Gas Property activities

In April 2011, the Company entered into a prelinjnagreement with D&H Solutions AS ("D&H") to
partner in conducting due diligence and identifyipgtential acquisition targets of significant
onshore/offshore Nigerian oil and gas projects.

The Company has signed a memorandum of understa(ttie "MoU") to conduct due diligence, and if a
suitable target is identified, to form a speciatgmse vehicle (the "SPV") with D&H (a 50/50 partstap
between Hemla of Norway and Korea's DSME (Daewdpliliding and Marine Engineering) to further
evaluate the identified oil and gas opportunitiesNigeria, and if suitable negotiate an agreement t
acquire and develop these assets. It is intendadédmes Bay will earn a 50% interest in the SPYhen
condition that the Company invests up to US$32iomll As part of the initial MoU, James Bay will
deposit US$2 million in an escrow account to preuiiitial funding assurances to its future joinbitee
partner D&H for purposes of conducting the initiale diligence to identify and secure the acquisitd

oil and gas property targets. An additional up 83W0 million will be invested by James Bay after
signing an agreement to acquire an advanced oilgasdoroject, with the funds due within 30 days of
receipt of all regulatory approvals, with the ug8%$20 million balance to be invested within onaryef
signing an acquisition agreement in respect oflantified target.

The Company has also entered into a letter of intéth an established indigenous Nigerian oil aad g
service provider MAK MERA. MAK MERA provides upstim oil and gas expertise and contacts that
will facilitate James Bay's entry into the Nigeribpdrocarbon industry should an identified target b
secured, and an agreement made for its acquighirongh the SPV. Subject to locating and completing
an acquisition of a target oil and gas asset, th@gany will pay US$300,000 and will issue up to512.
million shares representing 30% of its issued aotstanding shares to MAK MERA based on the
following schedule:

a) US$300,000 to be paid and 3.25 million shardwetissued upon successful completion of due
diligence and acquisition of oil and gas assetSigeria;

b) 3.25 million shares to be issued upon the Compaaching 1,500 boe per day;
¢) 3 million shares to be issued upon the Compaaghing 4,000 boe per day;

d) 3 million shares to be issued upon the Compeaaghing 5,500 boe per day.
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INTEREST IN MINERAL PROPERTIES AND DEFERRED EXPLORA TION EXPENDITURES
The Company capitalized $2,438,662 since incorfmratlated to its James Bay Lowlands property.

These costs are detailed as follows:

Description Amount
Balance at January 1, 2009 $ 2,529,529
Assaying 3,924
Drilling (27,292)
Fuel and transportation 46,613
Mapping and airborne geophysics (105,183)
Site management and Supplies (14,888)
Staking costs (1,366)
Travel and accommodation 14p
Balance at December 31, 2009 $ 2508
Costs incurred during the year: 7,133
Balance at December 31, 2010 $ 2,438,662
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SELECTED ANNUAL AND QUARTERLY FINANCIAL INFORMATION

The following table sets out the annual and quigrfarancial information of James Bay and is dedve

from the Company’s audited consolidated financiatesnents for the years ended December 31, 2010
and 2009. The information set out below shoulddmdrin conjunction with the consolidated financial
statements and related notes prepared as of Aprie@11 for the year ended December 31, 2010 and

2009.
Year-end Year-end
December 31, 2010 December 31, 2009
%) (%)
Currentasset 7,069878 7,861,47.
Currentliabilities 144029 41,38¢
Working capital 6,92584¢ 7,820,08!
Total asset 10,055265 10,483,70
Shareholdersequity 9,911236 10442,31¢
Deficit 2,644,688 1,819,161
Year-end Year-end
December 31, 2010 December 31, 2009
$) €]
Expense 886107 1,130,87.
Net loss and comprehensive | 825527 782,63!
Netloss per sha 0.0z 0.C3
Weightedaverage number of sha 28,040,35 28,040,35
Notes: Net loss per share on a diluted basis isah® as basic net loss per share, as all factoch w

were considered in the calculation are anti-dikitiv
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SELECTED ANNUAL AND QUARTERLY FINANCIAL INFORMATION  (continued)
RESULTS OF OPERATIONS AND CASH FLOWS — Year to date

Revenue
The Company is in the development stage and therefid not have revenues from operations. Interest
income for the year ended December 31, 2010 wag $3€§December 31, 2009 - $214,795).

Net Loss
The Company recorded a loss of $825,52th basic and diluted loss per share of $0.03tler year
ended December 31, 2010 reflecting an increasd2y892when compared with 2009.

Expenses
The Company recorded $886,107 in total expensethéoyear ended December 31, 2010 as compared to
$1,130,872 in the comparative year. The reasonhéodecrease in expense are as follows:

* Subsequent to December 31, 2010, the Company \wabwuesed approximately $733,000 for due
diligence costs associated with an agreement toirgcgertain coal asset. Of the $733,000, a total
of $132,600 relates professional fees and officg general expense. In the fourth quarter of
2010, the Company reduced professional fees amkaihd general by approximately $103,000
(2009 - $Nil) and $29,600 (2009 - $Nil) respectjvel

* Stock based compensation expense decreased ta1818% compared to $370,406 for the year
ended December 31, 2009. The stock options grant2d08 were fully vested in 2010. Of the
$182,447 stock option expensed, $84,447 relatdhewe vested options. During the year, the
Company granted 200,000 stock options to a nevetiredof the Company. The estimated grant
date fair value of these options was estimated®810®0 using the Black-Scholes option pricing
model. The options vested immediately. The full valuetotk-based compensation expense was
charged.

« Consulting fees pertains to the geologist's timenspn administrative duties. The Company
reduced exploration activities and hence reducedcinsulting expense to $23,417 (2009 -
$74,067).

The decrease in expenses is offset by warrant @gremaluation of $112,000, a non-cash item.

SUMMARY OF ANNUAL RESULTS

201C 200¢ 200¢
For the Year Ended December 31, $ $ $
Interest incom 96,73t 214,79¢ 155,47:
Net lossand comprehensive lo 825,562 782,63! 1,024,67!
Loss per share (basic &luted; 0.0t 0.0z 0.0
Interest in mineral properti 2,438,66. 2,431,52! 2,529,52!
Total asse 10,055,26 10,483,70 11,016,88
Shareholders’ equi 9,911,223 10,442,31 10,854,84
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SELECTED ANNUAL AND QUARTERLY FINANCIAL INFORMATION

SUMMARY OF QUARTERLY RESULTS

(continued)

201( 201C 2010 201C
Quarter ended Dec-31 Sep-30 Jun-30 Mar-31
Working Capital $6,925,849 $7,072,141 $7,491,805 $7,671,285
Interest in minera] properties_ and 2.438.662
deferred exploration expenditures 2,438,662 2,438,662 2,438,631
Operating (income) expenses (5,145)* 221,454 665,234 190,566
Stock-based compensation 42,000 17,644 73,605 49,198
Interest Income 20,481 44,079 16,025 16,153
Net (income) loss 29,914 165,575 625,099 190,941
Net (income) loss per share 0.00 0.02 0.02 0.01
200¢ 200¢ 200¢ 200¢
Quarter ended Dec-31 Sep-30 Jun-30 Mar-31
Workmg Cap|ta| $7,82C,085 $7,850,60 $8,084,20 $8,176,24
Interest in mineral properties and
deferred exploration expenditures 2,431,529 2,538,028 2,541,317 2,563,544
Operating expenses 169,76( 371,73 262,57: 326,80:
Stock-based compensation 50,29 85,57t 86,06¢ 148,16
Net (income) loss per share (0.00) 0.01 0.01 0.01

Notes:

were considered in the calculation are anti-dikitiv

*Expenses in the fourth quarter of 2010 were redunethe reimbursement of due diligence fees. See
fourth quarter result for more details.

CASH FLOWS

Operating Activities

Cash used in operating activities was $1,165,0@¢ber 31, 2009 - $513,117). The increase is ynainl
due to the net change in non-cash working capitat Company has $747,244 tied up in amounts

Net loss per share on a diluted basis isdh®e as basic net loss per share, as all factochw

receivable at year-end. Of which, $737,823 wasivedesubsequent to December 31, 2010.
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SELECTED ANNUAL AND QUARTERLY FINANCIAL INFORMATION  (continued)

Investing Activities

The Company had a net outflow of $324,633 (Decertie2009 - $60,912). The Company has reduced
its exploration activities in thdames Bay Lowlandshus reduced interest in mineral expenditure to
$12,133 from $157,213 in the prior year. During yikar, the Company loaned $250,000 to Morumbi QOil
& Gas Inc. (“Morumbi”) and $750,000 to Largo Resmes Ltd. (“Largo”). The Largo loan was repaid by
December 31, 2010.

Financing Activities
The Company had no financing activities in 201Q@09.

Fourth Quarter Results

The Company generated net income of $5,145. Thisaimly attributable to the recovery of $132,600
professional fees and office and general expemsesrinection with an agreement to acquire certaah ¢
assets.

On June 7, 2010, the Company extended the expteyafacommon share purchase warrants issued by
the Company in connection with the initial publifesing (the “IPO”) financing that closed on Julg,2
2008. The expiry date for all these warrants wasreded until July 24, 2011. The incremental failue

of the warrants created by the extension of thergxjate of $112,000 was estimated using the Black-
Scholes option pricing model.

LIQUIDITY

The Company had opening cash and cash equivaletasde of $7,847,068. The Company used
$1,489,636 to finance working capital requiremeatsl exploration activities during the year. At
December 31, 2010, the Company had cash and castaleqts of $6,310,432.

Common shares

At December 31, 2010, the Company had issued atstamding 28,040,350 common shares. There
were no additional common shares issued betweempdahieds from December 31, 2010 to April 26,
2011.

Warrants

At December 31, 2010, a total of 3,723,925 warravege outstanding, with each warrant entitling the
holder to purchase one common share of the Comwithyexpiry date of July 24, 2011. There were no
warrants issued or exercise between the periods recember 31, 2010 to April 26, 2011.

Stock options

At December 31, 2010, a total of 2,765,000 stodkoop are issued and outstanding with expiry dates
ranging from April 2, 2013 through to June 11, 20IBe weighted average exercise price for all stock
options is $0.75. All stock options entitle thed®l to purchase common shares of the Company. There
were no additional stock options issued or exedclsetween the periods from December 31, 2010 to
April 26, 2011.

OUTLOOK
The Company’s near-term goal is to preserve cadhcash equivalents to the greatest extent possible.
The Company is seeking additional opportunitiescivihay include acquisitions or joint ventures.
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CRITICAL ACCOUNTING ESTIMATES

Critical accounting estimates used in the prepamadif the consolidated financial statements inclinge
Company’'s estimate of the recoverable value ofnitseral properties and related deferred exploration
expenditures, valuation of marketable securitiesrrants, as well as the value of stock-based
compensation. Both of these estimates involveidersble judgment and are, or could be, affected by
significant factors that are out of the Compangatcol.

The factors affecting stock-based compensatiorudeclestimates of when stock options and warrants
might be exercised and stock price volatility. Tineing for exercise of options and warrants is afuthe
Company’s control and will depend on a varietyaxtérs, including the market value of the Company’s
shares and financial objectives of the stock-basstdument holders. The Company used historictd da
to determine volatility in accordance with the Bde®choles model. However, the future volatility is
uncertain and the model has its limitations.

The Company's recoverability of the recorded vatdidts mineral properties and associated deferred
exploration expenses is based on current markedittmms for minerals, underlying mineral resources
associated with the properties and future costs ey be required for ultimate realization through
mining operations or by sale. The Company operates industry that is dependent on a number of
factors including environmental, legal and politicesks, the existence of economically recoverable
reserves, and the ability of the Company to obt&icessary financing to complete the development and
future profitable production or the proceeds opdsition thereof.

RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED
International Financial Reporting Standards

In January 2006, the Canadian Accounting Standdodsd (“AcSB”) announced its decision to replace
Canadian GAAP with IFRS. On February 13, 2008 theSB\ confirmed January 1, 2011 as the
mandatory changeover date to IFRS for all Canagigiicly accountable enterprises. This means that
the Company will be required to prepare IFRS cddat#d financial statements for the interim periods
and fiscal year ends beginning in 2011. An ini@alalysis that identifies the high level differences
between Canadian GAAP and IFRS that may impacCtdmpany was completed during 2009. The full
impact of the required changes to accounting syst@mcesses and training and development required
for key personnel has been assessed during 200€.Cdmpany will continue its analysis of accounting
and disclosure differences continue to work witkemxal consultants to assess the impact on itsniate
controls, and work on a changeover plan as negessHnere will be changes in accounting policies
related to the adoption of IFRS and these may nadlieimpact the Company’s consolidated financial
statements in the future.

The following information is presented in pursuemthe October 2008 recommendations of the Canadian
Performance Reporting Board relating to pre-201inroanications about IFRS conversion and to
comply with Canadian Securities Administrators Sidtice 52-320, Disclosure of Expected Changes in
Accounting Policies Relating to Changeover to Imd¢ional Financial Reporting Standards. This
information is provided to allow investors and athéo obtain a better understanding of our IFRS
changeover plan and the resulting possible effacour consolidated financial statement. Readers are
cautioned, however that it may not be appropriatase such information for any other purposes. This
information also reflects the Company’'s most re@sgumptions and expectations; circumstances may
arise, such as changes in IFRS regulation or ecienoonditions, which could change these assumptions
or expectations.

James Bay Resources: MD&A Page 10



RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED (continued)

The Company has developed a plan for our changeoVERS comprised of three related phases:
* Review and Assessment
* Design
 Implementation

Phase 1: Review and Assessment Phase

The objective of this phase is to identify the riegg changes to the Company's accounting poligies a
practices resulting from the changeover to IFR8ei@rmine the scope of the work effort requiredtffier
Design and Implementation phases.

Phase 1 involves:

» A detailed review of all relevant IFRS standardsidentify differences with the Company's
current accounting policies and practices

» The separate consideration of one-time accountitigypalternatives that must be addressed at
the changeover date, and those accounting policizes that will be applied on an ongoing basis
in periods subsequent to the changeover to IFRS

» The prioritization of those differences that cohlve a more than inconsequential impact on the
Company's consolidated financial statements, basipeocesses or IT systems

Phase 2: Design Phase

Phase 2 resulted in the design and developmergatafled solutions to address the differences ifledti

in the first phase of the Company's changeover. pléiese solutions will result in certain necessary
changes to the Company's internal business pracess# financial systems to comply with IFRS
accounting and disclosure requirements.

Phase 2 involves:
» The evaluation of accounting policy alternatives
* The investigation, development and documentatiosodifitions to resolve differences identified
in Phase 1, reflecting changes to existing accogmblicies and practices, business processes, IT
systems and internal controls
» The implementation of a change management strateg@gddress the information and training
needs of internal and external stakeholders

Phase 3: Implementation Phase

In the third and final phase of our changeover ptaha Company implemented the changes to affected
accounting policies and practices, business presgesystems and internal controls. These chandes wi
be tested prior to the formal reporting requirersamtder IFRS to ensure all significant differenaes
appropriately addressed in time for the changeover.

Progress towards Completion of the Company’s IFRS Rangeover Plan

The Company has adopted IFRS effective Januar@11.2 The Company is required to produce IFRS-
compliant consolidated financial statements fordharter ended March 31, 2011 which would include
the applicable disclosures and information foragbmparative 2010 period. The securities reguldiaxe
provided an extension period for filing a comparfyfst set of interim consolidated financial statarts
under IFRS. For James Bay, this extends the fifrogn May 30, 2011 to June 29, 2011. Absent
unexpected circumstances, the Company does narhggxpect to take full advantage of the extemsio
period allowed for filing of the March 31, 2011énim consolidated financial statements.
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RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED (continued)

The Company has completed Phase 1 and 2 and entlyrcompleting the final stages of Phase 3 of its
changeover plan although it is a continual pro@s®merging practices and the accounting industry
develops its consensus approach.

For all changes to policies and procedures thatdmmtified, the effectiveness of internal controlger
financial reporting and disclosure controls andcpdures will also be assessed and any changes
implemented. In addition, controls over the IFR&rafeover process will be implemented as necessary.
The Company does not expect these changes to mificgigt. The Company is continuing to assess the
impact of the IFRS transition on its informatiors®ms; however does not anticipate significant ghan

to its systems arising from the transition to IFRS.

Key Differences

The Company's assessment of differences betweeadzanGAAP and IFRS are based on its historical,
current and expected business activities. Changdsisiness activities could also lead to unexpected
differences to the Company’s consolidated finanstatements, notes and other disclosures as rdporte
under Canadian GAAP and IFRS. Changes to busimisdtias or transactions and/or IFRS could have
material effects on James Bay's assessment belawes] Bay will continue to track the difference

between Canadian GAAP and IFRS on individual trafigias throughout 2011. It will also analyze the

effect of changes in IFRS as they occur.

The Company has identified key areas where chaingascounting policy are expected on its transition
from Canadian GAAP to IFRS and these are identifieldw. This list is intended to highlight the asea

that the Company has determined to be the mosifisat and should not be regarded as a complste li
of changes that will result from the transitioriERS.

First-time adoption of International Financial Reporting Standards

Standard description IFRS 1 generally requires that the Company reosvely apply each standard
in effect as at December 31, 2011, the date ofChempany's first annual IFRS consolidated financial
statements, as if the Company had always appliesetistandards. However, IFRS 1 provides certain
optional exemptions and mandatory exceptions to ghaciple of retrospective application. The
Company has elected to apply the following traosdl arrangements:

Share-based payment transactions
IFRS 2 Share-based Payment has not been applexfliity instruments that were granted on or
before 7 November 2002, nor has it been applieghtoty instruments granted after November
7, 2002 that vested before January 1, 2009.

Property, plant and equipment
IAS 16 Property, plant and equipment allows forpamy, plant and equipment to continue to be
carried at cost less depreciation, same as undedizmn GAAP.
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RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED (continued)

Exploration & Evaluation (“E&E") Costs

Standard descriptior: IFRS 6 applies to expenditures incurred on pribgerin the exploration ar
evaluation (“E&E”) phase, which begins when an tgrbtains the legal rights to explore a specifigaa
and ends when the technical feasibility and comiakrdability of extracting a mineral resource are
demonstrable. IFRS 6 requires entities to seledt@msistently apply an accounting policy specifyin
which E&E expenditures are capitalized and whieghexpensed. The International Accounting Standards
Board (“IASB) has not made a definite determinati@nto whether E&E costs should be capitalized or
expensed.

Policy selection The Company is in the exploration stage with eesgo its investment in mineral
properties and accordingly follows the practicecapitalizing all costs relating to the acquisitiof
exploration for and development of mineral claims arediting all revenues received against the abst
the related claims. Such costs include, but nolueke to, geological, geophysical studies, exptota
drilling and sampling. At such time as commerciaduction commences, these costs will be charged to
operations on a unit-of-production method basedmven and probable reserves. The Company has
selected an IFRS policy to continue to capitalize tosts of our E&E activitiesThe policy will be
disclosed in the notes to the consolidated findistéements.

Differences from existing Canadian GAAP:There is no material impact expected on the Conipany
consolidated financial statements.

Expected transition impact None

Expected future impact The Company continues to evaluate its existiniicypdor E&E costs in the
light of developments in the extractive industiesject that is currently ongoing.

Impairment of Assets

Standard description: Under IAS 3€, an entity is required to assess whether theemimdication o
impairment at each reporting date. If such an wtithor exists, the entity must compare the carryiige

of the asset or cash generating unit (“CGU") tordmoverable amount. Recoverable amount is defised
the higher of an asset or CGU'’s fair value lesssctussell and its value in use. Value in use ésphesent
value of the future cash flows expected to be éerifrom an asset or CGU. An impairment loss is
recognized to the extent that the carrying valuzeegs the recoverable amount. Unlike Canadian GAAP,
IFRS requires impairment charges to be reverstdgti€ircumstances leading to the impairment nodong
exist.

Differences from existing Canadian GAAP Canadian GAAP provides a two-step approach tintga
long-lived asset for impairment in the event tmati¢ators exist. The first step is a test for rezability
whereby the carrying value is compared to the wadisted cash flows that the asset is expected to
generate. If the undiscounted cash flows are Iavercarrying amount of the asset, then the asset is
written down to the estimated fair value, deterrdibased on the discounted cash flows.

Policy selection Implementation of IAS 36

Expected transition impact James Bay does not expect an impairment lossetgebognized on
transition to IFRS.
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RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED (continued)

Expected future impact This change may result in impairment losses beaugpgnized earlier under
IFRS that would not be recognized under CanadiaAGA

Functional currency

Standard description: Under IFRS, a reporting entity must determine is1dunctional currencyas
well as the functional currency of any subsidigriesmt ventures, significantly influenced assoegbr
branches. The functional currency is that of thengry economic environment in which an entity
operates.

Differences from existing Canadian GAAP Canadian GAAP requires an entity to determine the
functional currency of the parent company and ttetermine whether a subsidiary in an integrated or
self-sustaining entity. This determination dictateke method of foreign exchange translation for the
consolidated financial statements.

Policy selection Implementation of IAS 21

Expected transition impact The Company has completed its assessment andetersnined that there

is no change to the functional currency of its t&x#i and as such anticipates no impact to financial
reporting.

Expected future impact None

Income taxe:

There remains uncertainty around accounting foonme taxes under IFRS. The IASB has recently is

an exposure draft suggesting changes to its incmxestandard. The exposure draft has received a
significant number of comments and it is uncertaliat changes, if any, will be made.

Policy selection To be determined (“TBD”)

Differences from existing Canadian GAAP:TBD

Expected transition impact TBD

Expected future impact TBD

Share-based Payments

Differences from existing Canadian GAAF.

1. Canadian GAAP allows both an accelerated methogadrtization for the fair value of stock
options under graded vesting as well as a strdilghimethod. Under IFRS, the fair value of each
tranche of the award is considered a separate gamed on the vesting period with the fair value
of each tranche determined separately and recatjaige&€ompensation expense over the term of
its respective vesting period.
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RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED (continued)

2. Under IFRS, share-based payments made to non-eegdbynust be measured at the fair value
of the goods or services received. Only if the failue cannot be reasonably measured is the
award measured at the fair value of the equityumsént. Canadian GAAP allows the choice
based on the more reliable measure.

3. Under IFRS, stock-based compensation must be nexhdiased on the estimated number of
options or warrants expected to vest. Under Cama@AAP, an estimate is not required and
unvested forfeited options can be reversed. UieR6E, you will no longer be able to reverse
stock-based compensation for unvested optionsatteaforfeited. An estimate will need to be
made at the time of grant of the number of optiexysected to fully vest. Also, under GAAP the
stock option expense can start only from the gdate, whereas under IFRS, the option expense
is recognized with the commencement of servicesthBy under IFRS, the cancellation of an
award requires the unamortized portion of the espdan be written off while under GAAP there
is no explicit guidance.

Policy selection The Company elected not to apply IFRS 2 to equisgruments granted on or before
November 7, 2002 or which vested before the Conipatate of transition to IFRSs. The Company will
also elect not to apply IFRS 2 to liabilities amigifrom share-based payment transactions whickedett
before the date of transition to IFRSs. Note: gitleat Canadian companies were required to adogit a f
value method to account for share-based paymensacsion in 2004, the Company has no unvested
equity instruments that are not already accourtedif a fair value approach. The Company curyentl
used the accelerated method of amortization forfélirevalue of stock options under graded vesting
method, and this method is aligned with IFRS.

Expected transition impact There is no material impact expected on the Cayipaconsolidated
financial statements.

Expected future impact Not yet quantified
*Individual provides advisory or consulting sengcén a non-electedcapacity or as non-employee

directors for service outside their role as dire¢tegal, investment banking advice or loan guarasy.
Employee includes elected members of the boariteftdrs

Equipment

Differences from existing Canadian GAAF. Under IFRSs, where part of an item of equipmeat &
costs that is significant in relation to the coftle item as a whole, it must be depreciated sapigr
from the remainder of the item. Canadian GAAP 1silsir in this respect, however it has often notrbee
applied to the same extent due to practicabilianmateriality

Policy selection The Company will value equipment using the hisadrcost model

Expected transition impact None

Expected future impact None
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RECENT ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED (continued)

Statement of Cash Flows

Choices Either the direct or indirect method may be presgnDividend paid, interest paid, inter
received and dividend received can be presenteidhas operating or financing activities.
Policy selection The Company will use the indirect method

Differences from existing Canadian GAAP:None
Expected transition impact None
Expected future impact None

Business Combinations, Consolidated Financial Stateents and Non-Controlling Interests

The CICA issued three new accounting standardannary 2009: Section 1582, Business Combinations,
Section 1601, Consolidated Financial StatementsSaation 1602, Non-Controlling Interests. These new
standards will be effective for fiscal years begiignon or after January 1, 2011. The Company thén
process of evaluating the requirements of the nanwdards. Section 1582 replaces section 1581 and
establishes standards for the accounting for anbasicombination. It provides the Canadian equitale
to IFRS 3 - Business Combinations. The sectioniepplrospectively to business combinations for twhic
the acquisition date is on or after the beginnifthe first annual reporting period beginning orafter
January 1, 2011. Sections 1601 and 1602 togeth@aces section 1600, Consolidated Financial
Statements. Section 1601, establishes standartisefpreparation of consolidated financial statemien

Section 1601 applies to interim and annual conatdid financial statements relating to fiscal years
beginning on or after January 1, 2011. Section 1€§2blishes standards for accounting for a non-
controlling interest in a subsidiary in consolidhténancial statements subsequent to a business
combination. It is equivalent to the correspondingvisions of IFRS IAS 27 - Consolidated and Sejgara
Financial Statements and applies to interim andianconsolidated financial statements relatingdoa
years beginning on or after January 1, 2011.

FINANCIAL INSTRUMENTS

The Company has designated its cash equivalentmarkktable securities as held-for-trading, meakure
at fair value. Amounts receivable and loan recdesave classified as loans and receivables, whieh a
measured at amortized cost. Accounts payable acdiext liabilities are classified as other financial
liabilities, which are measured at amortized cost.

The Company's risk exposures and the impact ofCtmapany's financial instruments are summarized
below. There have been no changes in the rislectbkes, policies and procedures from the previous
year.
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FINANCIAL INSTRUMENTS (continued)

Credit risk

The Company's credit risk is primarily attributakite guaranteed investment certificates, amounts
receivable and the loan receivable. The Companynbasignificant concentration of credit risk arigin
from operations. Guaranteed investment certificdtese been invested with reputable financial
institutions, from which management believes thek rof loss to be remote. Financial instruments
included in amounts receivable consist of goods sardices tax due from the Federal Government of
Canada and a reimbursement of due diligence expefhe Company also has credit risk in the form of
a loan receivable which has a carrying value oB$4@4 as at December 31, 2010. Management believes
that the credit risk concentration with respedtiese financial instruments is remote.

Liquidity risk

The Company's approach to managing liquidity risko ensure that it will have sufficient liquidity
meet liabilities when due. At December 31, 201& @ompany had cash and cash equivalents of
$6,310,432 (December 31, 2009 - $7,847,068) tdesettrrent liabilities of $144,029 (December 31,
2009 - $41,386). The Company's financial lial@hktgenerally have contractual maturities of leas B0
days and are subject to normal trade terms.

Market risk

(@) Interest rate risk

The Company has cash balances and no interestiadebt. The Company's current policy is to invest
excess cash in investment-grade short-term depesificates issued by its banking institutions.eTh
Company periodically monitors the investments itkkegand is satisfied with the credit ratings of its
banks. The loan receivable bears interest at d fixt= and therefore do not give rise to interatst risk.

(b) Price risk

The ability of the Company to develop its propenty the future profitability of the Company is ditlg
related to the market price of certain mineralse Company is also exposed to market risk in tragsg
investments and unfavourable market conditionsccoesult in dispositions of investments at lessitha
favorable prices.

(© Foreign currency risk

The Company is subject to foreign exchange risthasCompany has certain assets and liabilities, and
makes certain expenditures, in US dollars. The Gomps therefore subject to gains and losses due to
fluctuations in the US dollar relative to the Camaddollar. The Company does not hedge its foreign
exchange risk.

Sensitivity analysis
Based on management's knowledge and experiende dinancial markets, the Company believes the
following movements are reasonably possible overedve month year:

The Company’s cash equivalents as at December(3D &re held at a fixed interest rate of 1.10% and
are therefore not subject to fluctuations in interates. A change in interest rates of 1% wgltein a
corresponding change in net loss of approximat@¥,&0 based on the cash and cash equivalents
balance at December 31, 2010.As at December 3D, 208 Company has cash and cash equivalents of
approximately $2,012,000 (US $2,024,000) and ansoueteivable of approximately $733,000 (US
$737,000) in US funds. A 10% change in the valuth® Canadian dollar relative to the US dollar \dou
result in a corresponding change in net loss of@apmately $274,000 based on the balance of these
assets held in US dollars at December 31, 2010.
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FINANCIAL INSTRUMENTS (continued)

A 10% decrease in the closing prices on its pdadfilivestments would result in a corresponding glean
in net loss of approximately $48,000. This estiddtapact on net loss includes the estimated vafue o
the non-traded warrants held, as determined ubm@tack-Scholes option pricing model.

Fair Value

The carrying value of cash equivalents, marketablaurities, amounts receivable and accounts payable
and accrued liabilities approximate their fair valdue to the relatively short periods to maturityhe
financial instruments. The fair value of the loaneivable approximates its carrying value givenstiart
amount of time passed since its inception.

Fair Value hierarchy and liquidity risk disclosure
At December 31, 2010, the Company’s financial insents that are carried at fair value, consistihg o
cash equivalents and marketable securities, haae ddassified in the following levels:

Level 1 Level 2 Level 3
$ $ $
Cash equivalents - 4,127,618 -
Marketable securities
Publicly traded marketable securit 177,50C - -
Non-trading warrants on public marketable secui - 230,00C -

As at December 31, 2009, the Company’s financittiiments that are carried at fair value, congjstin
cash equivalents and marketable securities, haete dlassified in the following levels:

Level 1 Level 2 Level 3
$ $ $
Cash equivalents - 7,721,028 -
Marketable securities
Non-trading warrants on private marketable se@siti - - 190,000

During 2009, the level 3 classification increasgd$190,000 as a result of the receipt of warrafits o
CDR, a private corporation. During 2010, CDR cortgdlea transaction whereby it became a public
company. As a result, the value of these warraatsclassified to level 2.

RELATED PARTY TRANSACTIONS

The Company incurred consulting fees and managerfemst of approximately $312,319 (2009 -
$315,286) during the year ended December 31, 20fGhe $312,319, a total of $252,319 (2009 -
$255,286) was paid to an officer and to a direatat is included in management salaries and benefits
the statement of operations. A company controlled klirector of the Company was paid $60,000 (2009
- $60,000) which is included in shareholder refagion the statement of operations.

The Company incurred legal fees of approximately,$30 (2009 - $64,000) paid to a law firm of which
a partner is a director of the Company. Theseustscare included in professional fees in the state
of operations. At December 31, 2010, there is $67(@009 - $6,290) included in accounts payable and
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RELATED PARTY TRANSACTIONS (continued)

accrued liabilities owing to this law firm. Thesm@unts are unsecured, non-interest bearing andrave
fixed terms of repayment.

Related party transactions were in the normal @uofsoperations and were measured at the exchange
amount, which is the amount of consideration eitabtl and agreed to by the related parties.

COMMITMENTS AND CONTINGENCIES

a) The Company is party to certain management &cistr These contracts contain clauses requiring
additional payments of up to $648,000 be made uperoccurrence of certain events such as a
change of control. As the likelihood of these dsdaking place is not determinable, the contingent
payments have not been reflected in these consadidmancial statements. Additional minimum
management contract commitments remaining undeetbentracts are approximately $680,000.

b) The Company’'s mining and exploration activitie subject to various federal and provincial laws
and regulations governing the protection of theiremwnent. These laws and regulations are
continually changing and generally becoming morstrigtive. The Company conducts its
operations so as to protect public health and tidr@ament and believes its operations are
materially in compliance with all applicable lawsdaregulations. The Company has made, and
expects to make in the future, expenditures to ¢pmijh such laws and regulations.

SUBSEQUENT EVENT

On March 21, 2011, the Company signed a memorarafumderstanding (the "MoU") to conduct due
diligence, and if a suitable target is identifiealform a special purpose vehicle (the "SPV") vibikH (a
50/50 partnership between Hemla of Norway and Ker€&ME (Daewoo Shipbuilding and Marine
Engineering)) to further evaluate the identified8gas opportunities in Nigeria, and if suitablegotiate
an agreement to acquire and develop these agsstmtended that James Bay will earn a 50% iistdre
the SPV on the condition that the Company investaauUS$32 million. As part of the initial MoU,
James Bay has deposited US$2 million in an escan@umt to provide initial funding assurances to its
future joint venture partner D&H for purposes oihdacting the initial due diligence to identify and
secure the acquisition of oil & gas property tasgéin additional up to US$10 million will be investby
James Bay after signing an agreement to acquieshaanced oil & gas project, with the funds due imith
30 days of receipt of all regulatory approvalshvilie up to US$20 million balance to be investettiwi
one year of signing an acquisition agreement ipeetsof an identified target.

On March 9, 2011, James Bay entered into a leftartent with a Nigerian oil & gas service provider
MAK MERA. Subject to locating and completing an aisifion of a target oil & gas asset, James Bay
will pay US$300,000 and will issue up to 12 millishares to MAK MERA based on the following
schedule:

a) US$300,000 to be paid and 3 million shares tessged upon successful completion of due
diligence and acquisition of oil & gas assets ige\ia;

b) 3 million shares to be issued upon the Compeaghing 1,500 boe per day;

¢) 3 million shares to be issued upon the Compeaghing 4,000 boe per day; and

d) 3 million shares to be issued upon the Compeaaghing 5,500 boe per day.
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SUBSEQUENT EVENT (continued)

If a target is identified through this process, ptetion of an acquisition could represent a Chanige
Business under the TSX Venture Exchange policiesa Aesult, any such transaction would be subject t
a number of conditions, including TSX Venture Exufpa acceptance and if required shareholder
approval.

OFF BALANCE SHEET ARRANGEMENTS
The Company has no off balance sheet arrangements.

RISKS AND UNCERTAINTIES

Development Stage Company & Exploration Risks

The Company is engaged in the business of expboratid development for precious and base metals in
Canada. The properties of the Company have noliestath reserves. There is no assurance that any of
the properties can be mined profitably. Accordingfyis not assured that the Company will realing a
profits in the short to medium term, if at all. Apyofitability in the future from the business dfet
Company will be dependent up on developing and ceraially mining an economic deposit of minerals,
which itself is subject to numerous risk factorgpration and development of mineral deposits ive®

a high degree of financial risk over a significaetiod of time of which even a combination of catef
evaluation, experience and knowledge of managemaeagtnot eliminate. While discovery of ore-bearing
structures may result in substantial rewards, fesp@rties which are explored are ultimately devetbp
into producing mines. Major expenses may be reduiveestablish reserves by drilling and to construc
mining and processing facilities at a particulée.sit is impossible to ensure that the curreniasgtion,
development and production programs of the Compaifiyresult in profitable commercial mining
operations. The profitability of the Company’s agtérns will be, in part, directly related to thestand
success of its exploration and development progratrish may be affected by a number of factors.
Substantial expenditures would be required to éstabeserves sufficient to commercially mine mader
deposits on the Company’'s properties and to commenstruction and install mining and processing
facilities in those properties that are actuallyed and developed.

Additional Capital

Subsequent to 2010, the Company conduct due dieggand identifying potential acquisition targets of
onshoréoffshore Nigerian oil and gas project. If the réssifavourable, Company will require additional
capital which may come from future financings ar gxercise of outstanding convertible securitiethef
Company. There can be no assurance that the Cgmpthbe able to raise such additional capitadsifd
when required on terms it considers acceptable.

No History of Profitability

The Company is a development stage company withistory of profitability. There can be no assurance
that the operations of the Company will be profitain the future. The Company has limited financial
resources and will require additional financinguaher explore, develop, acquire, retain and eagag
commercial production on its property interests,aifidinancing is unavailable for any reason, the
Company may become unable to acquire and retaimiiteral concessions and carry out its business
plan.
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RISKS AND UNCERTAINTIES (continued)

Government Regulations

The Company's exploration operations are subjecgdeernment legislation, policies and controls
relating to prospecting, development, productiomvimnmental protection, mining taxes and labour
standards. For the Company to carry out mining/aiets, exploitation licenses must be obtained legyut
current. There is no guarantee that the Companpwitation licenses would be extended or that new
exploitation licenses would be granted. In additisuch exploitation licenses could be changed herkt
can be no assurances that any application to rangvexisting licenses will be approved. The Company
may be required to contribute to the cost of prigdthe required infrastructure to facilitate the
development of its properties. The Company willoalmve to obtain and comply with permits and
licenses which may contain specific conditions @wning operating procedures, water use, waste
disposal, spills, environmental studies, abandoraed restoration plans and financial assurandeser
can be no assurance that the Company will be alderhply with any such conditions.

Market Fluctuation and Commercial Quantities

The market for minerals is influenced by many festbeyond the control of the Company such as
changing production costs, the supply and demandnfoerals, the rate of inflation, the inventory of
mineral producing companies, the international eatin and political environment, changes in
international investment patterns, global or regiamonsumption patterns, costs of substituteseogyr
availability and exchange rates, interest ratescudative activities in connection with mineralsida
increased production due to improved mining andlpetion methods. The metals industry in general is
intensely competitive and there is no assurande ¢lan if commercial quantities and qualities @ftafs

are discovered, a market will exist for the prdfieasale of such metals. Commercial viability ofgous
and base metals and other mineral deposits mayffbeteal by other factors that are beyond the
Company’s control including particular attributefstlve deposit such as its size, quantity and quaéilite
cost of mining and processing, proximity to infrasture and the availability of transportation and
sources of energy, financing, government legistaiad regulations including those relating to wjce
taxes, royalties, land tenure, land use, import exqbrt restrictions, exchange controls, restndion
production, as well as environmental protectiorisltimpossible to assess with certainty the impudict
various factors which may affect commercial vidbiko that any adverse combination of such factors
may result in the Company not receiving an adeguditen on invested capital.

Mining Risks and Insurance

The Company is subject to the risks normally entened in the mining industry, such as unusual or
unexpected geological formations, cave-ins or flagdThe Company may become subiject to liability fo
pollution, damage to life or property and otherdrds of mineral exploration against which it or the
operator of its exploration programs cannot inquragainst which it or such operator may electtoot
insure because of high premium costs or other nsad®ayment of such liabilities would reduce funds
available for acquisition of mineral prospects mpleration and development and could have a méteria
adverse affect on the financial position of the @any.

Environmental Protection

The mining and mineral processing industries algesti to extensive governmental regulations for the
protection of the environment, including regulaaelating to air and water quality, mine reclaioati
solid and hazardous waste handling and disposaltt@gromotion of occupational health and safety
which may adversely affect the Company or requite éxpend significant funds.
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RISKS AND UNCERTAINTIES (continued)

Competition

The mineral exploration and mining industry is catifive in all phases of exploration, developmemd a
production. The Company competes with a numbetlodr entities and individuals in the search fait an
the acquisition of attractive mineral propertiess a result of this competition, the majority of ialn is
with companies with greater financial resourcestttee Company, the Company may not be able to
acquire attractive properties in the future on &inconsiders acceptable. Finally, the Companypmies
with other resource companies, many of whom haeatgr financial resources and/or more advanced
properties that are better able to attract equigstments and other capital. The ability of tleen@any

to acquire attractive mineral properties in theufatdepends not only on its success in explorirdy an
developing its present properties and on its gbilit select, acquire and bring to production slgtab
properties or prospects for exploration, mining afevelopment. Factors beyond the control of the
Company may affect the marketability of mineralsed or discovered by the Company. See "Risk
Factors".

Aboriginal Claims

Aboriginal rights may be claimed on Crown or othgyes of tenure with respect to which mining rights
have been granted. The Company is not aware oélaosiginal claims having been asserted or any legal
actions relating to native issues having beentitsti with respect to any of the mineral claimsvirich

the Company have an interest. Should aboriginéinsldoe made against the Property and should such a
claim be resolved by government or the courts iroda of the aboriginal people, it could materially
adversely affect the business of James Bay. Tep@ny is fully aware of the mutual benefits affatde

by cooperative relationships with indigenous peodipleconducting exploration activity and is fully
supportive of measures established to achieve camberation.

Capital Investment

The ability of the Company to continue exploratamd development of its property interests will be
dependent upon its ability to raise significantiiddal financing hereafter. There is no assurated
adequate financing will be available to the Companthat the terms of such financing will be favdea
Should the Company not be able to obtain such dimgn its properties may be lost entirely.

Conflicts of Interest

Certain of the directors and officers of the Compamay also serve as directors and officers of other
companies involved in gold and precious metal beohatural resource exploration and developmeht an
consequently, the possibility of conflict existsnyAdecisions made by such directors involving the
Company will be made in accordance with the dutied obligations of directors to deal fairly and in
good faith with the Company and such other comganieaddition, such directors declare, and refrain
from voting on any matters in which such directoray have a conflict of interest.

Additional Information

Additional information relating to the Company aso be found on SEDAR atww.sedar.com
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