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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of SGX Resources Inc.:

We have audited the accompanying financial statements of SGX Resources Inc., which comprise the statements of
financial position as at December 31, 2013 and 2012 and the statements of loss and comprehensive loss, changes in
equity and cash flows for the years then ended and a summary of significant accounting policies and other explanatory
information.

Management's Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

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

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

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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of SGX Resources
Inc. as at December 31, 2013 and 2012 and its financial performance and its cash flows for the years then ended in
accordance with International Financial Reporting Standards.

Emphasis of Matter

We draw attention to Note 1 in the financial statements which indicates that the Company incurred a net loss of
$6,239,044 during the year ended December 31, 2013 (2012 - $9,566,617) and, as of that date, the Company’s current
liabilities exceed its current assets by $774,712 (2012 - current assets exceeded its current liabilities by $5,708,199) and
the Company has a deficit of $26,801,910 (2012 - $21,067,892). These conditions, along with other matters as set forth
in Note 1, indicate the existence of a material uncertainty that may cast significant doubt about the Company's ability to
continue as a going concern. Our opinion is not qualified in respect of this matter.

Scarrow & Donald LLP

Chartered Accountants
Winnipeg, Canada

Scarrow & Donald LLP,a Canadian owned Limited Liabitiy Partnership established under the

laws of Manitoba , is a member of PKF International Limited ,a company incorporated in England

PKF



SGX RESOURCES INC.

Statements of financial position

Current assets
Cash
Share subscriptions
Short-term investments (note 4)
GST/HST recoverable
Advances to related party (note 11)
Prepaid expenses

Mining claims (note 5)

December 31,

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities
Accounts payable
Due to related parties (note 11)
Flow-through share premium

Equity

Approved by the Board:

“Hugh Wynne”

“Michael Power"

Director

Director

2013 2012
ASSETS
$ 144,152 § 1,243,185
- 300,000
- 5,280,574
65,481 317,890
150,000 -
36,289 84,553
395,922 7,226,202
6,177,720 5,847,910
$ 6,573,642 $ 13,074,112
$ 61,532 $§ 488,292
1,109,102 217,550
- 812,161
1,170,634 1,518,003
5,403,008 11,556,109
$ 6,573,642 $ 13,074,112




SGX RESOURCES INC.

Statements of loss and comprehensive loss

Exploration expenditures

General and administrative

Mining claims

Share based compensation

Net loss before interest income and income tax
Interest income

Net loss before income tax

Future income tax benefit (note 10)

Net loss and comprehensive loss

Net loss per share - basic and diluted (note 9)

Year ended December 31,

2013 2012
$ 5571,789 $ 7,858,110
1,459,514 1,570,142
43,000 82,000
- 823,300
(7,074,303)  (10,333,552)
23,098 54,221
(7,051,205)  (10,279,331)
812,161 712,714
$ (6,239,044) $ (9,566,617)
$ (0.05) $ (0.09)




SGX RESOURCES INC.

Statements of changes in equity

Balance December 31, 2011

Private placement

Proceeds allocated to warrants issued

Proceeds allocated to flow-through
share premium

Issued for mining claims

Exercise of warrants

Exercise of options

Extension of warrant expiration

Share issue costs

Options granted

Options cancelled

Net loss

Balance December 31, 2012
Issued for mining claims
Extension of warrant expiration
Share issue costs
Net loss

Balance December 31, 2013

Contributed

Share capital surplus Deficit Total
$ 11,875,720 $ 1,180,637 $ (11,520,027) $ 1,536,330
17,086,598 - - 17,086,598
(3,483,831) 3,483,831 - -
(1,290,466) - (1,290,466)
4,162,985 - - 4,162,985
63,538 (7,105) - 56,433
437,758 (149,758) - 288,000
(196,041) 196,041 - -
(1,540,454) - - (1,540,454)
- 823,300 - 823,300
(18,752) 18,752 -
- (9,566,617) (9,566,617)
$ 27,115807 $ 5,508,194 $ (21,067,892) $ 11,556,109
100,310 - - 100,310
(9,264) (495,762) 505,026 -
(14,367) - - (14,367)
- - (6,239,044) (6,239,044)
$ 27,192486 $ 5,012432 $ (26,801,910) $ 5,403,008




SGX RESOURCES INC.

Statements of cash flows

Cash flows from operating activities
Interest received
Payments to suppliers

Cash flows from financing activities
Proceeds from share capital
Proceeds from warrants exercised
Share issue costs
Advances to related parties

Cash flows from investing activities
Change in short-term investments
Payments for mining claims

Change in cash
Cash, beginning of period

Cash, end of period

Year ended December 31,

2013 2012

$ 23,008 $ 54,221
(6,265,838) (9,655,866)
(6,242,740) (9,601,645)
300,000 17,320,772

- 56,433
(14,367) (1,540,454)

(150,000) -

135,633 15,836,751
5,280,574 (5,280,574)
(272,500) (305,000)
5,008,074 (5,585,574)
(1,099,033) 649,532
1,243,185 593,653

$ 144152 $ 1,243,185




SGX RESOURCES INC.

Notes to financial statements
December 31, 2013 and 2012

2.

Incorporation:

SGX Resources Inc. (the "Company") was incorporated under the Canada Business Corporations Act
on December 5, 2008. The Company acquires, explores, and develops mineral properties in the
Timmins region of Ontario, Canada.

The Company’s corporate head office is located at 646 Erin Street, Winnipeg, Manitoba, R3G 2V9.
The registered office of the Company is Aikins, MacAulay & Thorvaldson LLP, 30th Floor, 360 Main
Street, Winnipeg, MB R3C 4G1. The Company is listed on the TSX Venture Exchange. The
Company’s common shares trade under the symbol “SXR”.

For the year ended December 31, 2013, the Company had a loss of $6,239,044 (2012 - $9,566,617)
and, as of that date, the Company’s current liabilities exceed its current assets by $774,712 (2012 -
current assets exceeded its current liabilities by $5,708,199) and the Company has a deficit of
$26,801,910 (2012 - $21,067,892). In addition to ongoing working capital requirements, the Company
may be required to secure sufficient funding for exploration and development programs, general and
administration costs. Although management may have been successful in the past in undertaking
financing, there can be no assurance that management will be able to do so in the future on terms
acceptable to the Company.

These financial statements have been prepared on a going concern basis, which assumes that the
Company will be able to realize assets and discharge liabilities in the normal course of operations for
the foreseeable future. These financial statements do not reflect the adjustments to the carrying
values of assets and liabilities, the reported revenues and expenses, and statement of financial
position classifications that may be necessary were the going concern assumption inappropriate.
These adjustments could be material.

Summary of significant accounting policies:
a) Basis of presentation —

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”), applicable to
the preparation of financial statements.

The policies applied in these financial statements are based on IFRS issued and outstanding as of
April 30, 2014, the date the Board of Directors approved the statements.

These financial statements are presented in Canadian dollars, which is also the Company’s functional
currency as it is the currency of the primary economic environment in which the transactions are
undertaken. All reference to dollars ($) are to Canadian dollars unless otherwise noted. The financial
statements have been prepared on a historical cost basis, except for short-term investments.

b) Cash-
Cash consists of funds on deposit.
¢) Financial instruments —

All financial instruments are required to be measured at fair value on initial recognition. Measurement
in subsequent periods depends on whether the financial instrument has been classified as at fair
value through profit or loss, available for sale, held to maturity, loans and receivables, or financial
liabilities measured at amortized cost. The classification depends on the purpose for which the
instruments were acquired. Management determines the classification of financial instruments at initial
recognition. Transactions to purchase or sell financial assets are recorded on the settlement date.



SGX RESOURCES INC.

Notes to financial statements
December 31, 2013 and 2012

2. Summary of significant accounting policies (continued):
¢) Financial instruments (continued)—

Financial assets and financial liabilities classified at fair value through profit or loss are subsequently
measured at fair value with gains and losses recognized in net loss. Loans and receivables and
financial liabilities measured at amortized cost are subsequently measured at their amortized cost,
using the effective interest method.

Derivative instruments are recorded at fair value including those derivatives that are embedded in a
financial instrument or other contract but are not closely related to the host financial instrument or
contract, respectively. Changes in the fair values of derivative instruments are recognized in net loss,
except for derivatives that are designated as cash flow hedges. The Company presently does not
have any derivative financial instruments.

The Company has designated its accounts payable and due to related parties as a financial liability
measured at amortized cost, which is reflected on the statement of financial position as amortized cost
using the effective interest method of measurement. Short-term investments have been designated at
fair value through profit or loss, and are reflected on the statement of financial position at fair value.
The Company has designated cash, share subscriptions and advances to related party as loans and
receivables, which are reflected on the statement of financial position at amortized cost using the
effective interest method of measurement.

Transaction costs are expensed as incurred for financial instruments classified or designated at fair
value through profit or loss. For other financial instruments, transaction costs are added to the related
financial asset or liability on initial recognition and are measured at amortized cost using the effective
interest method. Transaction costs are incremental costs that are directly attributable to the
acquisition, issue or disposal of a financial asset or financial liability.

The Company assesses impairment of all its financial assets, except those classified at fair value
through profit or loss. Management considers whether there has been a breach in contract, such as a
default or delinquency in interest or principal payments in determining whether objective evidence of
impairment exists. Impairment is measured as the difference between the asset’s carrying value and
its fair value. Impairment is included in current net loss.

d) Fair Value —

The fair value of a financial instrument is the amount of consideration that could be agreed upon in an
arm’s length transaction between knowledgeable, willing parties who are under no obligation to act. In
certain circumstances, however, the initial fair value may be based on other observable current
market transactions in the same instrument, without modification or on a valuation technique using
market based inputs.

Fair value measurements recognized in the statement of financial position are categorized using a fair
value hierarchy that reflects the significance of inputs used in determining the fair values:
¢ Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1)
e 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) (Level 2); and
e Inputs for the asset or liability that are not based on observable market data (unobserved
inputs) (Level 3).

Each type of fair value is categorized based on the lowest level input that is significant to the fair value
measurement in its entirety.



SGX RESOURCES INC.

Notes to financial statements
December 31, 2013 and 2012

2. Summary of significant accounting policies (continued):
e) Income taxes —

Current tax for each taxable entity is based on the local taxable income at the local statutory tax rate
enacted or substantively enacted at the statement of financial position date and includes adjustments
to tax payable or recoverable in respect of previous periods.

Deferred tax is recognized using the statement of financial position method in respect of all temporary
differences between the tax bases of assets and liabilities, and their carrying amounts for financial
reporting purposes, except as indicated below.

Deferred income tax assets are recognized for all deductible temporary differences, carry-forward of
unused tax assets and unused tax losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences and the carry-forward of unused tax
assets and unused tax losses can be utilized, except where the deferred income tax asset relating to
the deductible temporary difference arises from the initial recognition of an asset or liability in an
acquisition that is not a business combination and, at the time of the acquisition, affects neither the
accounting profit nor taxable profit or loss and in respect of deductible temporary differences
associated with investments in subsidiaries, associates and interests in joint ventures, deferred tax
assets are recognized only to the extent that it is probable that the temporary differences will reverse
in the foreseeable future and taxable profit will be available against which the temporary differences
can be utilized.

Deferred income tax liabilities are recognized for all taxable temporary differences, except where the
deferred income tax liability arises from the initial recognition of goodwill, or the initial recognition of an
asset or liability in an acquisition that is not a business combination and, at the time of the acquisition,
affects neither the accounting profit nor taxable profit or loss and in respect of taxable temporary
differences associated with investments in subsidiaries, associates and interests in joint ventures,
where the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future.

The carrying amount of deferred income tax assets is reviewed at each statement of financial position
date and reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred income tax asset to be utilized. To the extent that an asset
not previously recognized fulfills the criteria for recognition, a deferred income tax asset is recorded.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the
periods in which the asset is realized or the liability is settled, based on tax rates and tax laws enacted
or substantively enacted at the statement of financial position date.

Current and deferred taxes relating to items recognized directly in equity are recognized in equity and
not in the income statement.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income tax assets and liabilities
relate to income taxes levied by the same tax authority on either the same taxable entities or in
different taxable entities, and, where there is the intent to settle the balance on a net basis.

Mining taxes

Income tax expense includes the mining taxes payable to governments that are calculated based on a
percentage of taxable profit whereby taxable profit represents net income adjusted for certain items
defined in the applicable legislation.



SGX RESOURCES INC.

Notes to financial statements
December 31, 2013 and 2012

2. Summary of significant accounting policies (continued):
e) Income taxes (continued) —

Flow-through shares

Expenditures related to exploration and development activities funded by flow-through shares are
renounced to investors in accordance with income tax regulations. The proceeds on the issuance of
flow-through shares are allocated to share capital and flow-through share premium liability. The flow-
through share premium liability represents the difference between the proceeds received and the
market price of the Company’s shares on the date of the transaction. The flow-through share premium
liability is recognized as income when the eligible expenditures are incurred and there is an intention
to renounce.

f)  Revenue recognition —
Interest income is recognized using the effective interest method.
g) Exploration expenditures and mining claims —

Exploration expenditures relate to activities that are directed towards less than proven and probable
ore reserves and are expensed as incurred. The costs to acquire mining claims are capitalized.

h) Impairment of non-financial assets —

Mining claims are tested for impairment when events or changes in circumstances indicate that the
carrying amount may not be recoverable. For the purpose of measuring recoverable amounts, assets
are grouped at the lowest levels for which there are separately identifiable cash flows (cash-
generating units or CGUs). The recoverable amount is the higher of an asset’s fair value less costs to
sell and value in use (being the present value of the expected future cash flows of the relevant asset
or CGU). Value in use is determined as the present value of the future cash flows expected to be
derived from an asset or CGU. 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 for which estimates of future cash flows have not been adjusted. Fair
value less cost to sell is the amount obtainable from the sale of an asset or CGU in an arm’s length
transaction between knowledgeable, willing parties, less the costs of disposal. An impairment loss is
recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount and
is recorded as an expense.

Non-financial assets that have been impaired in prior periods are tested for possible reversal of
impairment whenever events or changes in circumstances indicate that the impairment has reversed.
If the impairment has reversed, the carrying amount of the asset is increased to its recoverable
amount but not beyond the carrying amount that would have been determined had no impairment loss
been recognized for the asset in the prior periods. A reversal of an impairment loss is recognized in
the statement of loss and comprehensive loss.

i) Provisions —

Provisions are recognized in other liabilities when the Company has a present legal or constructive
obligation as a result of past events, it is more likely than not that an outflow of resources will be
required to settle the obligation, and the amount can be reliably estimated. Provisions are measured
at management’s best estimate of the expenditure required to settle the obligation at the end of the
reporting period, and are discounted to present value where the effect is material, such as closure
costs.



SGX RESOURCES INC.

Notes to financial statements
December 31, 2013 and 2012

2. Summary of significant accounting policies (continued):
i) Share-based compensation plan and warrants —

The fair value based method of accounting is applied to all share-based compensation. The fair value
of the share options granted is estimated on the date of grant using the Black-Scholes option-pricing
model and is recorded as an expense over the applicable vesting period based on the number of
awards expected to vest. Each tranche of an award is considered a separate award with its own
vesting period and grant date fair value. Any consideration paid by the directors on exercise of the
share option is credited to share capital. Awards of options and warrants related to private placements
or public offerings of shares are treated as share issue costs.

k) Net loss per share —
Basic net loss per share is calculated using the daily weighted average number of shares outstanding.

Diluted net loss per share is calculated using the daily weighted average number of shares that would
have been outstanding during the year had all dilutive potential common shares been issued at the
beginning of the year, or when the underlying options, warrants or convertible securities were granted
or issued, if later. The treasury share method is employed to determine the incremental number of
shares that would have been outstanding had the Company used proceeds from the exercise of
options or warrants to acquire shares.

[) Recent accounting pronouncements —

Effective January 1, 2013, the Company adopted IFRS 10 - Consolidated Financial Statements, IFRS
11 - Joint Arrangements, IFRS 12 - Disclosure of Interests in Other Entities and IFRS 13 - Fair Value
Measurement. The new standards did not have a material impact to the financial statements.

IFRS 9 - replaces IAS 39 — Financial Instruments: Recognition and Measurement, retains but
simplifies the mixed measurement model and establishes two primary measurement categories for
financial assets: amortized cost and fair value. The effective date for the standard has been deferred
indefinitely. The Company is currently evaluating the impact of this standard on its consolidated
financial statements.

IFRIC 21, “Levies” (IFRIC 21), sets out the accounting for an obligation to pay a levy that is not
income tax. The interpretation addresses what the obligating event is that gives rise to pay a levy and
when a liability should be recognized. The interpretation is effective for annual periods beginning on or
after January 1, 2014 with earlier application permitted. The Company is currently evaluating the
impact of applying IFRIC 21 on its financial statements.



SGX RESOURCES INC.

Notes to financial statements
December 31, 2013 and 2012

3.

4,

5.

Critical accounting estimates and judgments:

The preparation of the Company’s financial statement requires management to use estimates and
judgments that affect the reported amounts of assets and liabilities, as well as revenues and
expenses. These estimates are reviewed periodically, and, as adjustments become necessary, they
are reported in net loss in the period in which they become known.

The recoverability of deferred expenditures is dependent upon the discovery of economically
recoverable reserves and resources, securing and maintaining title and beneficial interest in the
properties, the ability to obtain necessary financing to complete exploration, development and
construction of processing facilities, obtaining certain government approvals and attaining profitable
production.

The likelihood that tax positions taken will be sustained upon examination by applicable tax authorities
is assessed based on individual facts and circumstances of the relevant tax position evaluated in light
of all available evidence. Where applicable tax laws and regulations are either unclear or subject to
ongoing varying interpretations, it is reasonably possible that changes in these estimates can occur
that materially affect the amounts of income tax provision. At the end of each reporting period, the
Company reassesses unrecognized income tax assets.

Short-term investments:
On December 31, 2012, short-term investments consist of guaranteed investment certificates held

with a chartered bank and a deposit held with a credit union bearing interest at 1.1% to 1.2% maturing
on April 4, 2013 and December 7, 2013.

Mining claims:

Optionors | Location Agreement December 31, 2013 Commitment for option
entered Carrying Value
Bristol Timmins, $845,300 (2012 - $845,300)
Carscallen Ontario May 2008 2% net smelter return with the @Zr:tngtecember 81, 2013 commitments
Claims 15 claims right to buy back 1% for ’
$1,000,000
$170,895 (2012 - $111,895)
Croxall, 2% net smelter return with the
Kangas, Timmins right to buy back 1% for
Miller, Ontario Mavy 2010 $1,000,000 multiplied by the | As at December 31, 2013 commitments
Salo, Y percentage increase in the CPl | were met.
Bryant 36 claims from the month the property is
Claims transferred to the Company to
the month the net smelter return
is purchased
Timmins $219,460 (2012 - $161,000) $62,500 and 250,000 shares of the Company
Sh Ontario ’ on or before May 17, 2014.
3 oreacres May 2010 2% net smelter return with the
aim . o . . .
1 claim right to buy back 1% for | There is no required work commitment from
$1,500,000 the Company pursuant to the agreement.




SGX RESOURCES INC.

Notes to financial statements
December 31, 2013 and 2012

5. Mining claims (continued):

Optionors Location Agreement December 31, 2013 Commitment for option
entered Carrying Value
The properties have a 5% net profits interest
with Talisman Energy Inc., and a net profits
interest acquisition agreement with
Falconbridge Limited where Falconbridge
Timmins Limited is entitled to a one-time cash payment
Ontario ’ of 0.1% of the gold price set forth in a
Canada September | $404,000 (2012 - $404,000) feasibility study leading to production on the
Lithium 50% 2010 ’ ’ claims multiplied by the number of recoverable
ovre ounces of gold identified in the feasibility study
interest in due at the commencement of commercial
18 claims production as defined by the agreement.
Falconbridge Limited is also entitled to a 0.5%
net smelter royalty on all ounces produced
over and above those identified in the
feasibility study.
2205730 Timmins, $23,040 (2012 - $23,040)
] Ontario September o . There is no required work commitment from
82@”0 _ 2010 :ig/?nnetto Sngsgerb;zt;mogg/ﬁ t?o?’ the Company pursuant to the agreement.
3 claims $1.000,000
Timmins, $212,750 (2012 - $98,500)
Creighton Ontario September o . There is an exploration commitment of
Claims 2011 ﬁézh{" net S?j;terbr:é‘;m fin e | $500,000 before September 8, 2014.
1 claim $1,000,000
Cochrane, $38,000 (2012 - $38,000)
Salo Ontario December 29, net smelter return with the There is no required work commitment from
Claims 2011 rig;t to buy back 1% for the Company pursuant to the agreement.
5 claims $1.000,000
Cochrane, $35,600 (2012 - $35,600)
Bremner Ontario December o . There is no required work commitment from
Claims 2011 ﬁ &tne':osmbeultyer {)Zt;:n :vogh t?; the Company pursuant to the agreement.
. (o]
4 claims $1,000,000
Timmins,
Verroneau | Ontario . There is no required work commitment from
Claims April 2012 $7.645 (2012 - $7.645) the Company pursuant to the agreement.
3 claims
Timmins, B
Laurion Ontario Aoril 2012 $4,030,000 (2012 - $4,030,000) There is no required work commitment from
Claims P 29 net smelter return the Company pursuant to the agreement.
25 claims °
$21,700 (2012 - $20,200) $25,000 and 40,000 shares of the Company
Timmins on or before June 1, 2014 and $50,000 and
Croxal Ontario ’ 2% net smelter return with the 150,000 shares of the Company on or before
Claims June 2012 right to buy back 1% for June 1, 2015.
7 clai $1,000,000 indexed to the CPI
claims from the month in which the Additionally, an exploration commitment of
property is transferred to SGX $200,000 by June 1, 2015.
$24,000 and 60,000 shares of the Company
Salo Timmins $35,330 (2012 - $23,230) on or before July 9, 2014 and $48,000 and
Tren;bla Ontario ’ 150,000 shares of the Company on or before
Robert Y July 2012 2% net smelter return with the | July 9, 2015.
Clai 8 clai right to buy back 1% for
aims claims $1,000,000 Additionally, an exploration commitment
$27,200 on or before April 7, 2013.




SGX RESOURCES INC.

Notes to financial statements
December 31, 2013 and 2012

5. Mining claims (continued):

Optionors | Location | Agreement December 31, 2013 Commitment for option
entered Carrying Value
$84,000 (2012 - $49,500)
1% net smelter return, with a
further 2% net smelter return with
the right to buy back 1% for
$1,000,000. Should a technical
report prepared in accordance with $25,000 and 100,000 shares of the Company
Shoreacres, _— National  Instrument  43-101 | On_ or before  August 21, 2014 and
2090720 Timmins, Standards of Disclosure  for | $37+500.150,000 shares of the Company on or
Ontario Inc., | Ontario August Mineral Projects demonsirate an before August 21, 2015 and $62,500 and
2229667 2012 /eCt 250,000 shares of the Company on or before
Ontario Inc. | 8 claims aggregate minimum of 1,000,000 August 21, 2016.
Claims ounces of gold, or polymetallics of
equivalent market value in the
measured and indicated mineral
resources, the Company is subject
to make a pre-royalty lump sum
payment of $1,000,000
representing an advance against
future royalties
Timmins, $10,000 (2012 — nil)
Clayton Ontario June 2013 There is no required work commitment from
Larche 2% net smelter return with the right | the Company pursuant to the agreement.
1 claim to buy back 1% for $1,000,000
$40,000 and 200,000 shares of the Company
on or before October 22, 2014 and $40,000
and 200,000 shares of the Company on or
Timmins, $40,000 (2012 — nil) before October 22, 2015.
Doug Ontario Qctaber Additionally, an exploration commitment
Lalonde _ 2013 2% net smelter return with the right $150,000 O’n or before October 22, 2014, an
8 claims to buy back 1% for $1,000,000 additional $250,000 on or before October 22,
2015 and an additional $350,000 on or before
October 22, 2016.
Total $6,177,720 (2012 - $5,847,910)

The Company agreed to enter into a right of first refusal agreement with San Gold Corporation.
Pursuant to the agreement, the Company granted to San Gold a right of first refusal with respect to
the sale by the Company of any of the Company’s interest in the option agreements, the properties or
any mineral property or any interest in any mineral property held by the Company. The agreement
requires that until December 4, 2014, the Company must first offer to San Gold Corporation the
Company’s interest in the option agreements, the properties or any mineral property or interest in any
mineral property held by the Company that the Company desires to sell before selling to a third party,
on terms and conditions that are the same as those contained in the offer to San Gold Corporation.




SGX RESOURCES INC.

Notes to financial statements
December 31, 2013 and 2012

6. Share capital:

Authorized:
Unlimited number of common shares
Issued:
127,493,169 common shares (2012 - 126,459,169)
Year ended December 31,

2013 2012
Number of shares Amount Number of shares Amount
Share capital, beginning of period 126,459,169 $ 27,115,807 79,439,736 $ 11,875,720
Private placement - - 37,294,250 17,086,598
Proceeds allocated to warrants issued - - - (3,483,831)
Proceeds allocated to flow-through share premium - - - (1,290,466)
Issued for mining claims 1,034,000 100,310 8,499,778 4,162,985
Exercise of warrants - - 125,405 63,538
Exercise of options - - 1,100,000 437,758
Extension of warrant expiration - (9,264) - (196,041)
Share issue costs - (14,367) - (1,540,454)
Share capital, end of period 127,493,169 $ 27,192,486 126,459,169 $ 27,115,807

7. Share options:

The Company may grant options to directors, officers, employees, and technical consultants of the
Company. The maximum number of shares reserved for issuance under all securities compensation
arrangements is limited to 10% of the total number of issued and outstanding shares exercisable for a
period of up to 10 years. The maximum number of shares that may be issued to any officer, director
or employee shall not exceed 5% of the total number of issued and outstanding shares. The
maximum number of shares that may be issued to technical consultants, including investor relation
consultants, shall not exceed 2% of the total number of issued and outstanding shares.

During the year ended December 31, 2012, the fair value of each share option grant is estimated on
the date of the grant using the Black-Scholes option-pricing model with the following assumptions
used for the grant: dividend yield of 0%, expected volatility of 129%, risk free interest rate of 1.39%
and expected life of 1,825 days.
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7. Share options (continued):

A summary of the status of the Company’s outstanding options as of December 31, 2013 and 2012
and changes during the periods then ended are as follows:

Year ended December 31,

Average Average
2013 Price 2012 Price
Options, beginning of the period 8,600,000 $ 0.27 6,350,000 $ 0.26
Options issued - - 3,500,000 0.28
Options exercised - - (1,100,000) 0.26
Options cancelled - - (150,000) 0.26
Options outstanding and vested,
end of period 8,600,000 $ 0.27 8,600,000 $ 0.27
Weighted average remaining life (years) 2.62 3.62
The share options outstanding as at December 31, 2013 are:
Remaining
Number outstanding
Exercise outstanding contractual
price and vested life (years)
$ 0.25 2,700,000 1.42
0.30 100,000 1.65
0.27 2,100,000 2.55
0.24 200,000 2.86
0.28 3,500,000 3.61
$ 0.27 8,600,000 2.62

8. Warrants:

During the year ended December 31, 2013, the fair value of each warrant grant is estimated on the
date of the grant using the Black-Scholes option-pricing model with the following weighted average
assumptions used for grants: dividend yield of 0% (2012 - 0%), expected volatility of 89% to 91%
(2012 - 105% to 124%), risk free interest rate of 0.98% to 1.15% (2012 - 1.08% to 1.19%) and
expected life of 365 to 380 days (2012 - 730 days).

During the year ended December, 2013, the Company received approval to extend the expiry date of
1,500,000 warrants with an exercise price of $0.35 to April 27, 2014 and 3,817,845 warrants with an
exercise price of $0.45 to June 30, 2014.

During the year ended December 31, 2012, the Company received approval to extend the expiry date
of 3,817,845 warrants with an exercise price of $0.45 to July 20, 2013.
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8. Warrants (continued):

A summary of the status of the Company’s outstanding warrants as of December 31, 2013 and 2012
and changes during the periods then ended are as follows:

Year ended December 31,

Average Average
2013 Price 2012 Price
Warrants, beginning of the period 23,964,970 $ 0.53 5,443,250 $ 0.42
Warrants issued - - 18,647,125 0.56
Warrants exercised - - (125,405.00) 0.45
Warrants outstanding and vested,
end of period 23,964,970 $ 0.53 23,964,970 $ 0.53
Weighted average remaining life (years) 0.51 1.29
The warrants outstanding as at December 31, 2013 are:
Number outstanding
Exercise outstanding contractual
price and vested life (years)
$ 0.45 3,817,845 0.58
0.35 1,500,000 0.32
0.60 5,480,000 0.24
0.65 5,974,025 0.24
0.45 4,502,350 0.93
0.45 1,709,750 0.97
0.45 981,000 0.99
$ 0.53 23,964,970 0.51

9. Net loss per share:

The weighted average basic and diluted common shares outstanding for the year ended December
31, 2013 is 127,000,144 (2012 — 104,459,169) respectively. Net loss available to common
shareholders for the year ended December 31, 2013 is $6,239,044 (2012 — net loss $9,566,617).
There are no dilutive instruments.
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10. Income taxes:

The provision for income taxes reflects an effective rate that differs from the combined federal and
provincial tax rates for the following reasons:

Year ended December 31,

2013 2012
Net loss before income tax $ (6,239,044) $ (10,279,331)
Combined statutory rate 26.50% 26.50%
Income tax recovery based on statutory rate (1,653,300) (2,724,000)
Tax benefit on flow-through renounced 812,161 712,714
Canadian exploration and development - 3,099,600
Deduction for share issue costs (128,300) (127,600)
Share based compensation - 218,200
Other (191,000) (347,700)
Valuation Allowance 1,972,600 (118,500)
Future tax recovery $ 812,161 $ 712,714

Significant components of the Company’s deferred income tax asset (liability) are as follows:

December 31, December 31,
2013 2012
Non-capital loss carryforward $ 1,648,700 $ 1,078,200
Canadian exploration and development
expense pools 2,692,600 1,078,500
Share issue costs 277,500 402,100
Mining claims (1,637,100) (1,549,700)
Deferred income tax asset 2,981,700 1,009,100
Valuation allowance (2,981,700) (1,009,100)
Deferred income tax asset, end of period $ - $ -

The Company has non-capital loss carry forward amounts available for income tax purposes of
$6,067,000 that expire $9,000 in 2028, $116,000 in 2029, $593,000 in 2030, $1,890,000 in 2031,
$1,909,000 in 2032 and 1,550,000 in 2033. The Company has $10,160,500 (2012 - $4,537,000) of
unused cumulative Canadian exploration and development costs available to offset future taxable
income. The tax benefits pertaining to these expenses are available for carry forward indefinitely.

The Company has issued flow-through shares to finance certain of its exploration activities. The
Company intends to renounce expenditures totaling the amount of the purchase price of the flow-
through shares issued to the purchasing shareholders and as a result, tax deductibility of these costs
will not be available to the Company. As at December 31, 2013, the Company had an obligation to
spend $nil (2012 - $6,684,800) of flow-through capital that was already renounced to shareholders.
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11. Advances to related party, advances to related parties and related party transactions:

Advances to related party are to Wynne Drilling Ltd., a company controlled by a director. The
advances are non-interest bearing, unsecured and have no set terms of repayment. Subsequent to
year-end this amount was repaid.

Included in share subscriptions receivable is $nil (2012 - $300,000) owed from a director of the
Company.

Due to related parties are amounts payable to San Gold Corporation for the issue of share capital by
San Gold Corporation to meet certain mining claim commitments as well as exploration expenditures
incurred on behalf of the Company. San Gold Corporation owns approximately 29% (2012 - 29%) of
the common shares of the Company and exerts significant influence over the Company.

Included in accounts payable is $21,000 (2012 - $nil) payable to a director for director fees.

During the year ended December 31, 2012 the Company purchased mining claims from San Gold
Corporation for consideration of 8,060,000 common shares at $0.50 per common share. During the
year ended December 31, 2012 San Gold Corporation subscribed for 2,000,000 common shares for
consideration of $1,000,000.

Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the group, directly and indirectly, include any director
(whether executive or otherwise) of the Company. Total salaries and other short-term compensation
expense for the year ended December 31, 2013 is $555,499 (2012 - $765,536). During the year
ended December 31, 2013 nil (2012 - 2,150,000) options representing $nil (2012 - $505,740) of share
based compensation were granted to directors and management of the Company.

The Company paid $67,445 to a spouse of a member of key management for services during the year
ended December 31, 2013 (2012 - $34,267).

The Company purchased $4,779 of promotional merchandise from IceTime Sports Inc. during the
year ended December 31, 2013 (2012 - $10,505). IceTime Sports Inc. is a related party as a director
of the Company exerts significant influence over IceTime Sports Inc.

The Company paid $3,000 to W.S. Ferreira Ltd. for geological consulting services during the year
ended December 31, 2013 (2012 - $nil). W.S. Ferreira Ltd. is a related party as a director of the
Company controls W.S. Ferreira Ltd.

12. Commitments:

The Company has entered into lease commitments for equipment and premises with minimum lease
payments as follows:

2014 $ 31,793
2015 15,630
2016 2,215
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13. Capital management:

The Company’s total capital of $5,403,008 (2012 - $11,556,109) consists of $27,192,486 (2012 -
$27,115,807) of share capital, $5,012,432 (2012 - $5,508,194) of contributed surplus and an offsetting
deficit of $26,801,910 (2012 - $21,067,892).

The Company’s objectives when managing capital, which consists of shareholders’ equity, are to
safeguard its ability to continue as a going concern, so that it can continue to provide returns for
shareholders and benefits for other stakeholders, and to provide an adequate return to shareholders
by pricing products and services commensurately with the level of risk.

The Company sets the amount of capital in proportion to risk. The Company manages the capital
structure and makes adjustments to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the
Company may adjust the amount of dividends paid to shareholders, return capital to shareholders,
issue new shares, or sell assets to reduce debt.

The Company monitors capital from time-to-time using a variety of measures. Monitoring procedures
are typically performed as a part of the overall management of the Company's operations. The
Company's strategy during the period, which was unchanged from the prior period, was to maintain its
ability to secure access to financing at a reasonable cost. The requirements and terms of sources of
capital cannot be predicted and change in ways the Company cannot predict.

14. Risk management and fair values:

Management’s risk management policies are typically performed as a part of the overall management
of the Company’s operations. Management is aware of risks related to these objectives through direct
personal involvement with employees and outside parties. In the normal course of its business, the
Company is exposed to a number of risks that can affect its operating performance. Management’s
close involvement in operations helps identify risks and variations from expectations. The Company
has not designated transactions as hedging transactions to manage risk. As a part of the overall
operation of the Company, management considers the avoidance of undue concentrations of risk.
The risks and the actions taken to manage them include the following:

Liquidity risk

Liquidity risk is the risk that the Company cannot meet its financial obligations associated with
financial liabilities in full. The Company's main sources of liquidity are its operations and external
borrowings. The funds are primarily used to finance working capital and capital expenditure
requirements and are not adequate to meet the Company’s financial obligations associates with
financial liabilities. The Company’s current liabilities exceed its current assets by $774,712 (2012 -
current assets exceeded its current liabilities by $5,708,199).

Accounts payable and due to related parties are due within one year.
Credit Risk

Credit risk arises from the possibility that debtors may be unable to fulfill their commitments. For a
financial asset, this is typically the gross carrying amount, net of any amounts offset and any
impairment losses. The Company has credit policies to address credit risk on accounts receivable,
which may include the analysis of the financial position of the debtor and review of credit limits. The
Company also may review credit history before establishing credit and review credit performance. An
allowance for doubtful accounts or other impairment provisions are established based upon factors
surrounding credit risk, historical trends and other information.

A financial asset is past due when a debtor has failed to make a payment when contractually due. The
Company has no financial assets that are past due and does not have an allowance for doubtful
accounts receivable.
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14. Risk management and fair values (continued):

Market Risk

Market risk is the risk that changes in market prices will have an effect on future cash flows associated
with financial instruments. Market risk comprises three types of risk: currency risk, interest rate risk
and other price risk.

Currency risk

Currency risk is the risk that changes in foreign exchange rates may have an effect on future cash
flows associated with financial instruments. Changes in the applicable exchange rate may result in a
decrease or increase in foreign exchange income or expense. The Company only enters into
transactions in Canadian dollars and is not exposed to currency risk.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates may have an effect on the cash flows
associated with some financial instruments, known as interest rate cash flow risk, or on the fair value
of other financial instruments, known as interest rate price risk. In general, the risk of investing cash
equivalents into fixed interest rate investments is mitigated by the short terms in which the
investments mature.

Other price risk

Other price risk is the risk that changes in market prices, including commodity or equity prices, will
have an effect on future cash flows associated with financial instruments. Mineral prices are affected
by numerous factors such as the sale or purchase by various central banks and financial institutions,
interest rates, exchange rates, inflation or deflation, fluctuations in the value of the US dollar and other
foreign currencies, global and regional supply and demand, and the political and economic conditions
of major gold-producing countries throughout the world.

Fair values

The fair values of the Company’s financial assets and liabilities consisting of cash, share
subscriptions, short-term investments, advances to related party, accounts payable and due to related
parties approximate their recorded values as at December 31, 2013 and 2012 due to their short-term
nature.

Fair value is an estimate of the amount at which items might be exchanged in an arm’s length
transaction between knowledgeable willing parties who are under no compulsion to act. Fair value
should not be interpreted as an amount that could be realized in immediate settlement of the
instruments. The estimate of fair value at year-end may not represent fair values at any other date.
The determination of fair value is also affected by the use of judgment and by uncertainty.

The fair value hierarchy of financial instruments measured at fair value on the statement of financial
position is level 2 for short-term investments at December 31, 2012.



