NEVADA EXPLORATION INC.
Management Discussion and Analysis — Form 51-102F1
For the Period Ended July 31, 2011

The following management discussion and analystpamed as of October 26, 2011 should be read in
conjunction with the unaudited consolidated finahsitatements for the period ended July 31, 20dd, a
the related notes thereto. which are prepared gordance with International Financial Reporting
Standards (“IFRS”) and in accordance with Inteoval Accounting Standard 34 (“IAS34”) — Interim
Financial Reporting. All amounts are stated in @haradollars unless otherwise indicated.

The reader should also refer to the annual auditedcial statements and the Management Discussidn
Analysis for the year ended April 30, 2011. Statetmdn this report that are not historical facte ar
forward-looking statements involving known and uakm risks and uncertainties, which could cause
actual results to vary considerably from thesecstants. Readers are cautioned not to put undiaacel

on forward-looking statements.

Additional information related to Nevada Exploratimc. (the “Company” or “NGE”) is available forexv
on SEDAR atvww.sedar.com

DESCRIPTION OF THE BUSINESS

Nevada Exploration Inc. is a publicly traded juninineral exploration company whose shares are drade
on the TSX Venture Exchange (“TSX-V”"). The Compasgngaged in gold exploration in Nevada, USA.
The Company was incorporated under the Canada &ssi@orporations Act on April 6, 2006. On July 14,
2010, the Company amalgamated with its subsidiag7289 Ontario Inc. The Company and its wholly
owned subsidiaries, Pediment Gold LLC and Nevadseields LLC are referred to herein collectivety a
“the Company”, “NGE”, “our”, or “we”.

NGE is applying the latest in “blind deposit” ex@ton technology to identify, acquire, and advanews
exploration properties in Nevada’s highly prospestiyet underexplored covered basins. Specificéily
Company has developed proprietary hydrogeochem(igtoundwater chemistry) exploration technology to
explore for gold in Nevada's covered basins wheaglitional exploration techniques are challenged.
NGE'’s business model is to create shareholder ayukeveraging its properties and technology thtoug
generative exploration, joint ventures, and othgl@ation partnerships.

LAND ACQUISITION AND MAINTENANCE

On an ongoing basis, the Company evaluates théngottsts and results to date at each of its ptigseio
ensure that the Company focuses its resourcesndnaldh the highest exploration potential.

As of October 26, 2011, NGE directly and indirectiglds 1,950 unpatented mining claims and other
mineral interests in the following properties thgbuits wholly owned US subsidiaries, Pediment Gdl€
and Nevada Greenfields LLC:
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Project NGE Claims OTHER* Total
Claims Area (km?)  Area (km?)  Area (km?)
Fletcher Junction (FJ) 117 9.6 - 9.6
Hot Pot (HP) 6 0.4 8.8 9.2
Bull Creek (BU) 264 21.9 - 21.9
Awakening (AW) 432 35.9 1.2 371
Sand Pass (SP) 145 12.0 9.4 21.4
Rye Patch (RP) 126 10.0 0.8 10.8
Jungo (JU) 156 13.0 - 13.0
Kelly Creek (KC) 581 48.5 20.2 68.7
Whiskey Flats (WF) 123 9.4 - 9.4
TOTAL 1,950 160.7 40.4 201.1

*Leased private lands and claims on BLM land ledsexh third parties.

EXPLORATION RISK MANAGEMENT STRATEGY

NGE manages exploration risk by focusing exploratiesources in specific, planned stages on each
property. If the results from one stage are pasitthen NGE allocates funds to the next stageat ény
stage, results are negative, NGE drops the projfeny further consideration. NGE'’s staged expliorat
strategy assures that properties showing positesulis move aggressively through the exploration
pipeline.

NGE's exploration stages include:

Hydrogeochemistry: NGE first uses its proprietagdtoprobe sampling technology to collect
regularized hydrogeochemistry samples across akeeady shown to be prospective based on
samples collected from existing springs and welN&SE uses the data to develop a computerized
hydrogeochemistry model of each target.

Acquisition: NGE acquires the mineral rights comgrprospective targets showing large areas of
highly anomalous hydrogeochemistry. If a targeegploration interest is on BLM land that is
open to location (available), NGE locates minetalnes. If a target lies on private land, NGE
completes a title review to determine mineral titlenership, and then endeavours to negotiate an
agreement with the owner.

Soil Geochemistry: NGE completes detailed soil damgpacross areas demonstrating prospective
hydrogeochemistry to detect the possible verticgration of gold and trace-elements from the
underlying bedrock into the soils above. The usgod geochemistry allows NGE to confirm the
presences of anomalous levels of gold and othee ements in an additional medium.
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- Gravity Geophysics: NGE uses detailed gravity ggsjs to provide valuable information about
the depth to bedrock across a property. Gravitp dan suggest areas of strong changes in the
relief or composition of the underlying bedrock,igihcan be indicative of underlying fault zones
and alteration that often control the location ofdgmineralization.

— Air Magnetics: NGE uses detailed air magnetic ggsjus to provide information on the locations
and types of rocks, fault zones, and hydrotherriatation that generally accompany large gold
deposits.

- Seismic Geophysics: NGE uses seismic geophysicsrenaippropriate, to identify deep-seated,
steeply-dipping fault zones that can be projected the near surface environment. Major, high-
angle structures are important since they providetential conduit or ‘plumbing’ system for
potential gold-bearing, hydrothermal fluids to aaxaear-surface areas and deposit gold.

— Drilling: where properties successfully pass thtoupe above exploration stages, NGE uses
drilling to test for: (1) shallow bedrock (< 1,00®feneath the surface); (2) structures or faults in
bedrock that may source potential mineralizatioB) pedrock that has been altered by
hydrothermal fluids; (4) anomalous concentratiorisgold and associated trace-elements in
bedrock; and (5) sufficiently sized target to rewgaly contain an economic resource. NGE
evaluates drilling results based on these critewiadetermine whether or not to continue to
maintain each property and commit further exploragxpenditures towards them.

MINERAL EXPLORATION PROPERTIES

Fletcher Junction (FJ)

The Fletcher Junction Project is located in MingCalunty, Nevada, approximately 30km southwest of
Hawthorne, Nevada. The Company has a 100% intérekt7 claims (9.6kA) at the Fletcher Junction
Project, subject to a 1.25% net smelter returnltpy&NSR”) to Royal Gold, Inc.

On December 18, 2008, NGE announced the complefiarPhase | RC drill program at Fletcher Junction,
and presented the detailed results that demonst@te NGE used its hydrogeochemistry exploration
technology to discover a new, gold-bearing hydnotia system in an otherwise blind, covered bedrock
setting. Nine wide-spaced drill holes were comgileto target depth, and all nine encountered altere
bedrock that contained geochemically anomalous gwmid gold-associated trace elements, as well as
anomalous gold and trace-element hydrogeochemisiiige bedrock, alteration, and the suite of gold-
associated trace elements found at Fletcher Junat® similar to those found at the nearby Auroiaimg
district, noted for historic, high grade undergrdymmoduction.

While significant intervals of potentially ore geadnineralization were not encountered in the Phase
drilling, management believes that the resultsletcRer Junction are substantive in that they destnate
how NGE has used its unique and proprietary hydvogemistry exploration technique to discover a new
gold-bearing, hydrothermal system in a covered dedsetting. The results to date at Fletcher jomct
add value to NGE's other projects that were alhtdied using the same hydrogeochemistry exploratio
technology, and they establish NGE as a sourcauality exploration projects for potential Joint \fere
partners.

NGE believes the first phase drill results at FletcJunction justify a much larger, Phase Il gritbgram
specifically designed to test the vertical faulhes believed to contain ore-grade gold minerabrathat
source the anomalous gold in groundwater, alluviguartz-boulders and bedrock at Fletcher Junction.
preparation for Phase Il drilling, NGE is workingtlvthe US Forest Service on a new Plan of Oparatio
During 2009 and early 2010, NGE’s biological anghaeological consultants completed the required
surveys and have submitted their reports to theFOi®st Service. NGE is now awaiting the US Forest
Service’s comments on the Plan of Operations.
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On March 31, 2010 NGE completed a 253 page techrégart that summarized all work completed on
the property, and the Company has began discussitimpotential JV partners.

Hot Pot (HP)

In 2004, NGE’s regional reconnaissance hydrogeo@tgmprogram identified a prospective exploration
target near Hot Pot in Humboldt County, Nevada,raxmately 30km northwest of Battle Mountain,
Nevada. Regional gravity data suggested that thiiePidt area is underlain by a bedrock high covesed
thin layer of sand & gravel.

On September 16, 2004, the Company entered in® yedr Mining Lease Agreement on 8.8kat Hot

Pot Project, subject to a 3% NSR to the land owréte Company also controls 6 claims at Hot Pot (50
hectares). The lands within the Mining Lease Agreet and the 6 claims are subject to a 1.25% NSR to
Royal Gold, Inc.

In 2005, nine RC drill holes were completed at Rot to depths ranging from 92m (300ft) to 190m ¢§20
for a total of 1,195m (3,900ft). The widely-spacstiallow holes confirmed bedrock to range in depth
from 33m (110ft) to 112m (370ft). The bedrock wgslrothermally altered and contained anomalous gold
and trace elements similar to that associated théh_one Tree gold mine. The drilling also confunand
enlarged the area of anomalous hydrogeochemistry.

In 2007, NGE used its hydroprobe equipment to ceteph detailed hydrogeochemistry survey at Hot Pot
on a 400m (1/4 mi) grid. The resulting datasetwsw highly anomalous gold and trace elements
chemistry and further expanded the area of exptoranterest. Additionally, in 2007, NGE completed
two seismic geophysical lines, which identified es&l deep, north-trending, steeply-dipping faules

In 2008, NGE completed a detailed gravity geoplalsstirvey, which successfully mapped the relative
depth to the underlying bedrock by measuring thesite contrast between 200m sampling points. The
gravity survey delineated sharp changes in theestfpthe bedrock that coincided with the fault zone
identified by seismic geophysics.

In 2008, NGE completed 10 vertical, RC drill hokestest small segments of the steeply-dipping fault
zones identified by the 2007 seismic and gravitgpigsics. Three vertical holes were spaced 100m
(330ft) apart on each of three lines. The holeged in depth from 50m (165ft) to 175m (575ft) &ototal

of 1,085m (3,565ft). The shallow drill holes enntared hydrothermally altered bedrock containing
anomalous gold and trace elements. Deeper, amdjldrales designed to cross cut the areas whese th
steeply-dipping fault zones had been projected vpdaeaned, but the drilling contractor was unable to
complete the program.

Also in 2008, an energy company, with businesgésts separate from NGE, started a deep testhdidl

on the Hot Pot property. In exchange for NGE'ssét data, NGE was granted access to drill cuttings
from the 1,372m (4,500ft) drill hole. Significaytithe deep drill hole encountered hydrothermaligrad,
Paleozic Rocks underlying the Hot Pot Project. ddgyftermal alteration includes carbon re-mobilizatio
local bleaching, clay, de-calcification and secaygyyrite.

Although potentially economic quantities of goldn@ialization have not yet been encountered at ldgt P
drilling to date has been wide-spaced and coulc leasily missed the type of high-angle fault zahes
control significant known gold mineralization eldseve in the region. The widely-distributed, highly
anomalous gold in groundwater together with thgdaarea of hydrothermally-altered and geochemically
anomalous bedrock strongly suggests that higheregafor gold in bedrock than have been discovesed t
date may still be located nearby. The next stepdge closely-spaced, shallow, vertical drill hodesl/or
deeper, angle holes targeted to intersect steeppird), potentially ore-bearing fault zones anddfanable
bedrock units.



NEVADA EXPLORATION INC.
Management Discussion and Analysis — Form 51-102F1
For the Period Ended July 31, 2011

On June 4, 2009, the Company entered into an Exfpdor Agreement with International Enexco Ltd.
(“Enexco”) whereby Enexco can earn a 51% interesthe Hot Pot Property by drilling 6,000 meters
(19,600ft) over three years, with the option tonean additional 19%, for 70% total, by drilling dher
3,000 meters (9,800ft) during the fourth year. Joity 2, 2009, NGE announced that Enexco had begun
drilling at Hot Pot.

In 2009 and early 2010, Enexco completed an 11, Bo#&2 metre (11,360 ft) core drilling prograntatt

Pot to collect stratigraphic information and test fmineralized structures beneath the alluvial cove
Enexco’s drilling successfully encountered weaklt, Widespread anomalous gold values in all 11 holes.
Importantly, the results showed that the anomalpld values at Hot Pot are associated with incitase
copper values, an association that is related éegoade gold mineralization within the Marigold min
complex 9 km (6 miles) to the south-southwest. atidition, the results included anomalous silver
concentrations, including one 4.57 metre (15 ft¢rival averaging 15.5 gpt silver, as well as sdvatteer
trace element distribution patterns indicative ofasge hydrothermal system. Enexco engaged Doug
McGibbon, an economic geologist with over 25 yedrexploration experience in the Battle Mountaiear
and responsible for major discoveries at the Madigmd Pinson mines, to review the drilling resualtsl

the exploration data, and to put the Hot Pot prgpieto regional context (taken from January 251@0
Enexco news release):

“Mr. McGibbon's study has confirmed that the hytiesmally altered and mineralized lithologies at Hot
Pot are similar if not stratigraphically equivaletat those hosting orebodies at the Marigold mine.
Although gold values only ranged up to 66 partskplion, the mineralized zones encountered wergoup
149 metres in length beneath overburden coverwhat between 40 to 152 metres in all but two of the
holes, with the spacing between holes still leavsudficient room to host a significant gold deposit
Drilling also identified zones of oxidation to dhptof 300 metres, significant intervals of breamiat
material indicative of several major fault zoned an apparent horst block with similarities to ¢femlogic
setting at the Lone Tree mine. Structural analisisurrently under way, and additional geochemésad
geophysical work are being considered to focushéurdrilling.”

On August 16, 2011, NGE reported that Enexco hakdrawn from the Exploration Agreement at Hot
Pot, and that as a result, Enexco retains no stt@rehe project.

Bull Creek (BU)

The Bull Creek Project is located in Humboldt Cguitievada, approximately 60km west-northwest of
Winnemucca, Nevada. The Company has a 100% iniergs4 claims (21.9kf at Bull Creek.

In 2008, NGE completed a detailed groundwater suateBull Creek to delineate the project’'s anomalou
hydrogeochemistry, and then completed a detailéddsampling program to both verify and model the
surface geochemistry above the target. Later D82@ further develop the project’'s explorationdab
NGE completed detailed gravity and airborne magnggophysical surveys to better understand the
different rock types and possible fault zones calezk beneath the large expanse of sand and gravel
covering the target. Also in 2008, as a final infuthe Bull Creek exploration model, NGE comptkte
seismic geophysics to test for deep-seated fauleszo NGE combined these data sets to develop the
conceptual targets for Phase | drill testing.

In 2008, NGE completed a Phase | drilling progranBall Creek specifically to test the concept that
undiscovered, potentially gold-bearing hydrotherragétem is responsible for the anomalous gold and
trace-elements discovered in the groundwater. N@fpleted 18 RC drill holes at Bull Creek. Thedsol
were spaced 0.4km (0.25mi) to 1.6km (1.0mi) aparbss the 41kmproperty, and the holes ranged in
depth from 100m (300ft) to 300m (1,000ft). Thdlohg defined shallow bedrock along the easterngimar

of the property, ranging in depth from 15m (506100m (300ft).

On February 23, 2009, NGE announced completionatd deduction for its Phase | drill program at Bull
Creek. The results showed several >200m (>65@frvals of hydrothermally altered and geochemycall
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anomalous volcanic rock. The increase in altenaitidensity and trace-elements geochemistry sedinein
wide-spaced drill holes moving from west to easbss the eastern half of the property suggests N&E
discovered the edge of a significant new hydrottaregstem of exploration significance. NGE bel®ve
additional drilling is warranted farther to the gamnd this conclusion is also supported by thecstral
interpretation of the gravity and air magnetic dgegics. In 2009, NGE increased its claim position
towards the east to cover the developing target.

The initial identification of anomalous hydrogeontistry at Bull Creek has resulted in a successful
concept test: the discovery of a large area of diprmally-altered, shallow bedrock containing

geochemically anomalous gold and gold-associatedetrelements. These features of exploration
significance are similar to those found at the bgaéleeper Mine, which produced 1.7M ozs of gold an

1.9M ozs of silver from 1986 to 1996. These restilirther demonstrate how hydrogeochemistry can
efficiently and effectively reduce large, sand agihvel covered valley basins to discrete, highly
prospective exploration targets deserving of mooai$ed and intense exploration expenditures.

On June 30, 2010 NGE completed a 438 page techrepalt summarizing all work completed on the
property. NGE believes that additional drillingwsrranted at Bull Creek and has begun discussiagths
potential JV partners.

Awakening (AW)

The Awakening Project is located in Humboldt CourMgvada, approximately 50km north-northwest of
Winnemucca, Nevada, and directly north of the Sle€pold Mine. The Company has a 100% interest in
432 claims (35.9kA at Awakening. On July 1, 2008, the Company emteinto a Mining Lease
agreement with DIR Exploration Inc. on 15 claimkht) that are subject to a 3% NSR.

The Awakening gold property is largely covered y-sto post-mineral volcanic units and post-mineral
alluvium and as a result, has seen little histesiploration activity. Projections of favourabléhblogy,
structure, and alteration at regional, district amdperty scales suggest that potentially importaoitl-
silver mineralization may be located within economépths beneath the cover at Awakening.

In 2007 and 2008, NGE completed a detailed hydrdgemistry program at Awakening. The groundwater
samples contained high levels of gold and otheetelements in concentrations similar to those doain
the adjacent Sleeper mine. During April and JW2@08, the Company’s field crews completed soil
sampling programs across the property and sucdlyssfinfirmed the presence of anomalous gold and
gold-related trace elements.

Also in 2008, NGE acquired approximately 85k(83mf) of high quality gravity geophysics data and
approximately 173 k(67 nf) of air magnetic data. The gravity geophysicavey was collected to
delineate depth to metasedimentary and graniticdoid potential thickness of preserved rhyolitidcamic
rocks, and the location and orientation of prominghologic offsets that might be indicative of joa
fault zones. The detailed air magnetic survey e@spleted to be used in conjunction with the gsavit
data to define magnetically anomalous volcanicolithies and zones of hydrothermal and/or structural
magnetite destruction that might be indicative afjon fault zones and possible hydrothermal alterati

The results of the geochemistry and geophysicajnaras combined to improve NGE's exploration model
and demonstrated that Awakening is a compellingetar In 2008, NGE commenced a Phase | RC drilling
program at the Awakening property but drilling veaspended due to drilling difficulties.

During 2009, NGE completed detailed geologic magiha scale of 1:10,000 in the northern-most
Slumbering Hills along the eastern edge of Awakgnin

In March, 2010, the Company completed a 258 pageteal report summarizing all work completed on
the property and began discussions with poteriigiartners.
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On June 7, 2010, Northgate Minerals Corp. (“Naathf) (TSX: NGX, NYSE Amex: NXG) and NGE
announced the completion and execution of an Eaptor and Option to Enter Joint Venture Agreement
(“Agreement”) on NGE’s Awakening Gold Project (“perty”), in Humboldt County, Nevada. The
Agreement grants Northgate the option to earn atmalirb1% interest in the Property by spending
USD$4,100,000 in exploration and making additionash payments totaling USD$436,000 over five
years. Northgate’s exploration commitment in tinst fyear is USD$500,000. If Northgate completes t
initial 51% earn-in, it may then earn an additiotdPso, for a total of 65%, by completing a feasthili
report on the Property.

On October 4, 2010, NGE announced a new Phasdlihgirprogram on the Shine Claims within the
Awakening Project, north of the Sleeper Gold MineHumboldt County, Nevada. NGE has a mining
lease and option to purchase agreement on the ib® €aims from DIR Exploration, Inc. The Shine
Claims lie within NGE's larger Awakening Projedbetrest of which is currently being advanced by
Northgate Minerals Corp. under an exploration aption to joint venture agreement. To date, NGE has
completed project scale geological mapping, hydoogemistry, soil geochemistry, gravity geophysics,
and air magnetic geophysics on the entire Awakepmogect. The combined dataset has delineatedaeve
compelling covered pediment targets on the Shimén@. The goal of the drilling program is to tést
hydrothermally altered and geochemically anomaldesirock similar to that associated with the
mineralization at the adjacent Sleeper Gold MilNGE has completed the drilling program and is now
analyzing the results.

On June 23, 2011, NGE announced that Northgate idlls\€orporation has mobilized a diamond drill rig
to the Awakening Gold Project to begin its 2011lidg program. Northgate expects that the 2011 dri
program will include 3,000 metres of diamond dnidji The drilling program is in currently in progee

Sand Pass (SP)

The Sand Pass Project is located in Humboldt CoiNgyada, approximately 10km north of Winnemucca,
Nevada. The Company has a 100% interest in 14msl&12.0kn) at Sand Pass, and on July 10, 2008,
the Company entered into a Mining Lease agreenuerdrfother 9.4kfmwith multiple parties, subject to a
2% NSR payable to the private landholders.

Similar to NGE’s other properties, Sand Pass iepet by syn- to post-mineral volcanic units andtpos
mineral alluvium, and as a result, the area has segy limited historic exploration activity. Baken the
projections of favourable lithology, structure aalteration present at the regional, district andpprty
scales, NGE believes the project has the potetttigbntain gold-silver mineralization within econiem
depths beneath the cover.

During 2007 and 2008, NGE completed both hydrogenstry and soil geochemistry sampling programs
across Sand Pass and identified geochemical imgisabf potential gold mineralization. Following on

the successful geochemistry programs, in 2008, NGipleted detailed, district-scale gravity and air
magnetic geophysical surveys also with positivelltes NGE is now preparing a detailed technicabré
summarizing all work completed on the property. EN@ill begin discussions with potential JV partners
upon the completion of the technical report.

Winnemucca Mountain (WM)

The Winnemucca Mountain Project is located in Huldb&ounty, Nevada, approximately 5 km west of
Winnemucca, Nevada. While the results to datdatRroject have been encouraging, the Company has
decided to focus its resources on its other preje@uring the year ended April 30, 2011, the Comypa
abandoned its Winnemucca Mountain Project claiesjlting in a charge to operations of $138,245.
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Rye Patch (RP)

The Rye Patch Project is located in Pershing Couvéyada, approximately 30km northeast of Lovelock,
Nevada. The Company has a 100% interest in 1281€l610.0kn) at Rye Patch. On May 22, 2008, the
Company entered into a Mining Lease Agreement arham 65 hectares with a private party, subjec to
2.0% NSR; and on July 21, 2008, the Company enietedh Mining Lease Agreement on an additional 16
hectares from another private party, also subieat2.0% NSR payable to a private landholder.

While the Rye Patch gold property is along the s&vest Humbolt Range structural trend responsihile fo
both past and present producing gold mines, NGExpgrty has seen no historic exploration activity
because it is largely covered by syn- to post-naihgolcanic units and post-mineral alluvium. NGE'’s
projections of favorable lithology, structure anieration at the regional, district and propertyales
suggest that potentially important gold-silver nmalzation may be located within economic depths
beneath the cover at Rye Patch.

In 2007, NGE collected and analyzed groundwater psesnacross the project area and identified
hydrogeochemical patterns that provided directdatibns of potential gold mineralization. In 20085E
collected soil samples that confirmed the preseric@homalous concentrations of gold and gold-rdlate
trace elements in soils. In 2008, NGE completelétailed, district-scale air magnetic geophysicavsy,

and in 2010, NGE completed a detailed gravity spagwell. NGE has systematically advanced the Rye
Patch target through its staged exploration progesmh the combined datasets have delineated several
compelling drill targets. NGE is presently prepgria detailed technical report summarizing all work
completed on the property. NGE will begin discassiwith potential JV partners upon the completbn

the technical report.

Jungo (JU)

The Jungo Project is located in both Humboldt aacsRing Counties, Nevada, approximately 60km west
of Winnemucca, Nevada. The Company has a 100%esttén 156 claims (13.0kinat Jungo. The Jungo
property is largely covered by syn- to post-minemalcanic units and post-mineral alluvium and hesrs

no historic exploration activity. NGE identifiette Jungo target as part of its ongoing reconnaigsan
hydrogeochemistry sampling program. NGE has comgladditional hydrogeochemistry sampling and
examined the regional, district, and property stithelogy, structure and alteration, and NGE bedethe
results suggest favorable geology beneath the pgyoaed the potential for mineralization within @omnic
depths.

In 2008, NGE completed detailed, district-scalevifyaand air magnetic geophysical surveys. In May,
2010, NGE mapped the geology of bedrock exposuoesg)dhe range front. NGE believes that the Jungo
Project is deserved of Phase | drilling and hasibetiscussions with potential JV partners.

Dunphy (DU)

The Dunphy Project is located in Eureka County, &ty approximately 40 km east of Battle Mountain,
Nevada. While the results to date at the Prdjaee been encouraging, the Company has decidedus f

its resources on its other projects. During tharyended April 30, 2011, the Company abandoned its
Dunphy Project claims, resulting in a charge torapens of $95,254.

Kelly Creek (KC)

The Kelly Creek Project is located in Humboldt CoyriNevada, approximately 40km north-northwest of
Battle Mountain, Nevada. The Company has a 100&6dst in 581 claims (48.5Knat Kelly Creek. On
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October 13, 2009, the Company entered into a Mirirgse and Option to Purchase Agreement with
Genesis Gold Corporation (“Genesis”) to acquire0Q% interest of Genesis’s Hot Pot Claims, which
consist of 254 unpatented mineral claims (20.9knUnder the Agreement, the Company is the Operato
and has the option to purchase 100% of the Gewtmins for USD$1,500,000, subject to a 1.5% Net
Smelter Return Royalty (“Royalty”). The Compangahas the option to purchase one half of the tpyal
(0.75%) for USD$750,000.

The Kelly Creek project area is located in the ifimmKelly Creek Basin, between multi-million oungeld
deposits on the north (Twin Creeks, Getchell, Torsel Ridge and Pinson) and south (Lone Tree,
Marigold, Converse, Trenton Canyon and Copper CanytVith the addition of Genesis’s Hot Pot claims,
NGE is now one of the largest property holdershia Kelly Creek Basin, along with Newmont Mining
Corporation, which controls the majority of theeaftating sections. However, despite its close ipribx

to world class gold deposits, the Kelly Creek pcoprea has seen very limited historic exploratiotivity
because the Basin’s bedrock is largely coveredyny ® post-mineral volcanic units and post-mineral
alluvium.

During 2007 and 2008, NGE completed a large selennaissance hydrogeochemistry sampling program
across the Kelly Creek Basin and successfully dated a significant area of anomalous
hydrogeochemistry similar to that surrounding tldgaeent gold mines. A detailed district-scale @sav
geophysical survey was completed in 2010 with pasitesults confirming the presence of shallow
bedrock over the large area.

NGE believes the hydrogeochemistry and gravity pgsigs collected to date, as well as the favorable
regional, district and property scale lithologyrusture and alteration, indicate a strong poterfiial
covered gold mineralization beneath the Kelly Crpelfect area. NGE expects the next phases of abork
Kelly Creek to include detailed air magnetic geagby, additional groundwater sampling, and seismic
geophysics.

Whiskey Flats (WF)

The Whiskey Flats Project is located in Mineral €y Nevada, approximately 20km south of Hawthorne,
Nevada. The Company has a 100% interest in 1231s9.4knf) at Whiskey Flats.

The Whiskey Flat property is largely covered by -sym post-mineral volcanic units and post-mineral
alluvium and has seen no historic exploration @gtiv Projections of favorable lithology, structuaad
alteration at regional, district and property ssalsuggest that potentially important gold-silver
mineralization may be located within economic deptieneath the cover. In 2008, NGE completed a
preliminary hydrogeochemistry sampling program asrthe property and the results show anomalous
concentrations of gold and other trace elementschMNGE considers to be a good indication of paaknt
covered gold mineralization. In 2009, NGE completedetailed, district-scale air magnetic geoplajsic
survey, and in 2011, NGE completed a detailed gratirvey as well.

Summary of Project Work Completed to Date

To date, NGE has completed: detailed hydrogeochigmgampling on all nine (9) properties; detailed s
chemistry on five (5) properties; detailed air metim geophysics on six (6) properties; detailedvigya
geophysics on eight (8) properties; and Phase llingrion three (3) properties. The Company’s
management believes the results to date at eatthegbroperties are encouraging and justify addition
exploration expenditures. The table below summearthe completion dates for the referenced work.
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PROPERTY Water Soil Air Gravity Phase |
Chemistry Chemistry Magnetics Drilling

Fletcher Junction 2005 2008

Hot Pot 2007 2007 2008 2008

Bull Creek 2008 2008 2008 2008 2008

Awakening 2008 2008 2008 2008

Sand Pass 2007 2008 2008 2008

Rye Patch 2007 2008 2008 2010

Jungo 2008 2008 2008

Kelly Creek 2007 2010

Whiskey Flats 2008 2009 2011

TOTAL 9 5 6 8 3

For a summary of NGE's property expenditures tedptease refer to Note 8 in the associated fighnci
statements.

OTHER EXPLORATION PARTNERSHIPS

In addition to advancing its own projects, NGE s&ng its hydrogeochemistry expertise and equiprent
work with other companies on other projects. Theqaoration partnerships allow NGE to leverage its

significant investment in its hydrogeochemistrygmaim to expose NGE's shareholders to the upside of
more projects, as well as to provide NGE revenusfget its operating expenses.

US Gold Corp.

On June 6, 2011, NGE announced that US Gold Cdiipar@US Gold”) (NYSE: UXG) (TSX: UXG) has
engaged NGE to conduct a hydrogeochemistry expdorgirogram on US Gold’s large land position
surrounding its Gold Bar and Tonkin Properties avida (“Project Area”).

US Gold’s Gold Bar and Tonkin Properties are lodate the south-central part of the prolific Eureka-
Battle Mountain gold trend in north-central NevadaS Gold'’s land position is located approximatééy
km (10 miles) SE of Barrick’s Cortez gold mine cdex(14.5 MMOz as of December 31, 2010) and
approximately 35 km (22 miles) NW of Barrick’s Rubljll gold mine (1.1 MMOz as of December 31,
2010). The Project Area totals approximately 486 KL65 mf) and contains considerable areas of highly
prospective but covered bedrock. US Gold has chtsavork with NGE specifically because of NGE'’s
expertise in exploring for gold mineralization imvered bedrock settings using its industry leading
hydrogeochemistry exploration technology.

Under the agreement, NGE will complete a groundwsdenpling and analysis program across the Project
Area to identify new exploration targets, and iture, US Gold will pay NGE agreed upon rates fer it
services, as well as grant to NGE a 0.5 to 1.0%Svetlter Return Royalty on resources within thgdetto
Area that are not already contained in NI 43-10hgiant resource areas referred to in reports pabd
prior to the date of the agreement.
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RESULTS OF OPERATIONS

Revenue

NGE generated $178,710 (2011 - $43,788) of revénube period ended July 31, 2011, from project
management and consulting activities. The Commamyinues to expend its resources searching for and
advancing properties that may contain economicuress that would allow the Company to option ot sel
its interests, or to set up profitable mining opierss.

Operating Expenses

During the period ended July 31, 2011, NGE's nesés were $44,676 compared to $345,151 for the
period ended July 31, 2010. The decrease in logsassdue to increased revenues and decreased minera
property write-off charges.

Interest and bank charges during the period endsd31, 2011, were $105 compared to $1340 for the
period ended July 31, 2010. The difference istdudecreased interest expenses.

Office expenses during the period ended July 3112&ere $17,612, compared to $(1,037) for theogeri
ended July 31, 2010. The difference is due towtite-off of old accounts payables for the periodied
July 31, 2010.

Professional fees, consulting, and investor refatioosts during the period ended July 31, 2011e wer
$47,629, compared to $32,161 for the period enddy J1, 2010. The increase is due to additional
professional fees for IFRS transition work.

Rent costs for the period ended July 31, 2011, 82&525, compared to $18,666 for the period ended
July 31 2010. The increase was due to an inclieasat.

Salaries and related expenses during the perioeldedaly 31, 2011, were $108,298, compared to $38,12
for the period ended July 31, 2010. Salary expemsethe period ended July 31, 2011, include $9,91
(US$10,564) credit to loans payable to the Compghattwo officers and directors of the Company &léc

to receive in lieu of salary in order to preseitve Company’s cash.

The total stock-based compensation expense fopahied ended July 31, 2011, was $1,821, compared to
$36,318 for the period ended July 31, 2010. Stmded compensation expense consists of optiontegran
in prior years that vested during the period ended.

Selected Annual I nformation

The following table provides a brief summary of tiempany’s financial operations. For more detailed
information, refer to the financial statements.

(Canadian

(IFRS) (IFRS) GAAP)

Year Ended Year Ended Year Ended

April 30, April 30, April 30,

2011 2010 2009
Total revenues $ 97,885 $ 11,138 $ 42,824
Net loss (1,331,595) (1,604,595) (1,977,040)
Basic and diluted loss per share (0.01) (0.02) (0.03)
Total assets 5,900,873 6,376,880 6,384,098
Total long-term liabilities 6,882 34,287 74,142

11
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Summary of Quarterly Results

(IFRS)
Three Month
Period Ended

(IFRS)
Three Month
Period Ended

(IFRS)

Three Month
Period Ended

(IFRS)
Three Month
Period Ended

July 31, April 30, January 31, October 31,

2011 2011 2011 2010
Total assets $ 6,423,175% 5,900,873 $ 6,317,830 $ 6,492,512
Resource properties 5,474,320 5,487,184 538380 5,818,989
Working capital 479,031 36,108 36,964 152,102
Shareholders’ equity 6,152,115 5,743,484 6 Ih6B, 6,265,922
Revenues 178,815 9,438 30,811 12,508
Net loss (44,676) (250,066) (475,425) (260,953)
Loss per share (0.00) (0.00) (0.01) (0.00)
(Canadian (Canadian (Canadian

(IFRS) GAAP) GAAP) GAAP)

Three Month
Period Ended

Three Month
Period Ended

Three Month
Period Ended

Three Month
Period Ended

July 31, April 30, January 31, October 31,
2010 2010 2010 2009

Total assets $ 6,158,325 $ 6,630,162 $ 6,951,210 6,867,926
Resource properties 5,552,692 5,970,055 5,953,970 5,866,552
Working capital 38,806 59,104 275,053 176,375
Shareholders’ equity 5,939,955 6,422,285 6,740,531 6,592,680
Revenues 45,128 3,177 121 5,370
Net loss (345,151) (410,375) (440,810) (504,178)
Loss per share (0.00) (0.01) (0.01) (0.01)

ASSETS & LIABILITIES

The Company’s long term debt as at July 31, 204 $5,060 compared to $6,882 at April 30, 2010. The
long term debt consists of loans for one vehické @ame backhoe.

Deposits for land reclamation also add to the Comisaasset base. Deposits as at July 31, 2011 are
$47,679. These deposits (bonds) are required &yts Bureau of Land Management (BLM) and US
Forest Service (USFS) to ensure that reclamatiosh @dean-up work on NGE's properties will be
completed to the satisfaction of the BLM and theFSS NGE has completed all required BLM
reclamation work to date, including dirt-work arekding, and has to wait for vegetation to regroforee
100% of the bonds will be released. Several roeadgin un-reclaimed on USFS lands at NGE's Fletcher
Junction property pending a new permit applicatignile all other reclamation has been completed.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity

The Company has financed its operations primahnitgugh the issuance of common shares. The Company
continues to seek capital through various mearadimyg the issuance of equity and/or debt.

12
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The financial statements have been prepared oring goncern basis which assumes that the Company
will be able to realize its assets and dischargelidbilities in the normal course of business foe
foreseeable future. The continuing operationfhef@Gompany are dependent upon its ability to caetio
raise adequate financing.

July 31, July 31,
2011 2010
Working capital $ 479,031 $ 38,806
Deficit 9,897,232 8,866,112

Net cash provided by operating activities for tleeigpd ending July 31, 2011 was $49,695 comparetkto
cash used of $14,692 during the period ending 31Jy2010 and consists primarily of the operatirgs)o
stock-based compensation, write-off of mineral grtips and changes in non-cash working capitalstem

Net cash provided by investing activities for theipd ending July 31, 2011 was $74,225 comparettto
cash provided of $87,588 during the period endinly 31, 2010. The difference is due to increased
mineral property expenditures during the periodirgpduly 31, 2011.

Net cash provided by financing activities for theripd ending July 31, 2011 was $399,520 compared to
net cash used of $6,335 during the period endihg3ly 2010. The difference is attributable toreased
financings during the period ending July 31, 2011.

Capital Resources

Subsequent to the period ended July 31, 2011 thap@oy: completed the second tranche of a non-
brokered private placement by issuing 2,350,00GdUt a price of $0.08 per Unit for total grossqemeds

of $188,000 (of which $40,000 was subscribed foofatuly 31, 2011). Each unit consists of one camm
share and one-half of one non-transferable comrharespurchase warrant. Each whole warrant entitles
the holder to purchase one common share at a @ir$@.12 for a period of 12 months. In connectigth

the second tranche, the Company:

a) paid cash share issuance costs of $7,776; and
b) issued 97,200 agent warrants

During the period ended July 31, 2011 the Compamypteted a non-brokered private placement by
issuing 4,650,000 Units at a price of $0.08 pertUoi total gross proceeds of $372,000. Each unit
consists of one common share and one-half of onenamsferable common share purchase warrant. Each
whole warrant entitles the holder to purchase ammamon share at a price of $0.12 for a period of one
year. Fair value allocated in connection to theserants was $37,937. In connection with the peiva
placement, the Company:

a) paid cash share issuance costs of $15,280; an

b) issued 191,000 agent warrants with a fauealf $3,470.

Off Balance Sheet Arrangements

As at July 31, 2011, NGE had no off balance sheanhgements such as guaranteed contracts, contingen

interests in assets transferred to an entity, dévi instrument obligations or any instruments tauld
trigger financing, market or credit risk to NGE.
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RELATED PARTY TRANSACTION

During the period ended July 31, 2011, the Compamtered into transactions with related parties as
follows:

The remuneration of directors and other membersegfmanagement personnel during the period ended
are as follows:

Three months Three months
Nature of ended July 31, ended July 31,
transactions 2011 2010
CEC Managemer $ 29,02! $ 31,23¢
COoC Managemet 29,02: 31,23¢
VP of CorporateDevelopmer Managemer 24,66¢ 26,55:
Davidson & Company LL Accounting 25,00( 14,000
$ 107,71! $ 103,02¢

The transactions with related parties were in tbemal course of operations and were measured at the
exchange value, which represented the amount alideration established and agreed to by the parties

The amounts due from (to) related parties are l&sifs:

July 31, April 30, May 1,
Notes 2011 2011 2010
Loans receivable from the CEO @ $ - $ 10,101 $ 82,927
Loans receivable from the COO Q) - - 13,150
Due to Davidson and Company LLP * (40,000) (15,000) (28,860)
Due to COO * (51,712) (37,794) -
Due to VP of Corporate Development * (58,911 (49,770 (20,2621
$ (150,623) $ (92,463) $ 49,956
Q) Loan receivable is guaranteed by Nil (April 30, 2641,350,000; May 1, 2011 — 2,100,000) commoneshar

of the Company that are currently being held irsttruSince issuance of the loans receivable, thapaay
has accrued interest of approximately $30,300 (A30j 2011 - $30,300; May 1, 2011 - $25,500), $il
which was accrued during the period ended July2811].

* Included in accounts payable

DISCLOSURE OF OUTSTANDING SHARE DATA

Subsequent to July 31, 2011 the Company:

i) engaged Ubika Corporation (“Ubika”) for investodations. In connection to this agreement, the
Company will pay Ubika $5,000 per month for a sipnth term and have granted 250,000 options
exercisable at $0.10 per share for a period ofdbsyevesting over 12 months.

i) pursuant to the Company’s stock option plan, ghate additional 2,250,000 incentive stock optians t

directors, officers, and consultants of the Compahlyese options are exercisable at $0.10 per $tiare
a period of 5 years.
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ii) subject to shareholder and TSX Venture exchangeosplh approved the re-pricing of 2,450,000
previously granted incentive stock options heldolffjcers and directors with exercise prices between
$0.15 to $0.17 per share to $0.10 per share.

As at October 26, 2011, the Company has 107,53Z;8B61mon shares issued and outstanding and has the
following stock options and warrants outstanding:

Number Exercise
of Options Price Expiry Date
Stock options 400,000 $ 0.15 March 9, 2012
500,000 0.60 April 23, 2012
150,000 0.95 June 8, 2012
150,000 1.00 June 11, 2012
550,000 0.15 March 4, 2013
200,000 0.15 June 10, 2013
1,150,000 0.16 September 30, 2014
600,000 0.17 November 17, 2014
3,100,000 0.10 December 31, 2015
2,250,000 0.10 August 9, 2016
250,000 0.10 August 9, 2016
9,300,000
Warrants 4,019,481 $ 0.30 August 20, 2011
6,639,356 0.10 September 2, 2011
4,154,000 0.10 August 26, 2011
1,531,000 0.10 September 23, 2011
1,308,037 0.10 November 5, 2011
1,824,500 0.12 March 22, 2012
2,516,000 0.12 July 30, 2012
1,272,200 0.12 August 4, 2012
23,264,574

EINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS

Risk Management Policies

The Company is exposed to risk due to the naturiésdfnancial instruments. Risk management is the
responsibility of management and the Company dtduse derivative instruments.

Fair Value

Financial instruments measured at fair value aessified into one of three levels in the fair value
hierarchy according to the relative reliabilitytbe inputs used to estimate the fair values. Theetkevels
of the fair value hierarchy are:

Level 1 — Unadjusted quoted prices in active markat identical assets or liabilities;

Level 2 — Inputs other than quoted prices thatabreervable for the asset or liability either dihpair
indirectly; and

Level 3 — Inputs that are not based on observahl&ehdata.

The carrying value of cash, amounts receivableamtdunts payable and accrued liabilities approxéchat
their fair value because of the short-term natdith@se instruments.
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Financial instruments measured at fair value onbidlance sheet are summarized in levels of faweval
hierarchy as follows:

July 31, 2011

Assets Level 1 Level 2 Level 3

Cash $ 676,108 $ - $ -

Financial risk factors

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

Credit risk

Credit risk is the risk of loss associated withcaurterparty’s inability to fulfill its payment olgjations.
The Company’s credit risk is primarily attributaktle cash. Management believes that the credit risk
concentration with respect to cash is remote mmihtains accounts with highly-rated financial itgtons.

Liquidity risk

Liquidity risk is the risk that the Company will nbe able to meet its financial obligations as tfalydue.
The Company manages liquidity risk through the rganzent of its capital structure and financial
leverage, as outlined in above (“Capital Managei)eftt also manages liquidity risk by continuously
monitoring actual and projected cash flows. TherBa# Directors reviews and approves the Company’s
operating and capital budgets, as well as any mhteginsactions out of the normal course of bussne

As at July 31, 2011, the Company had a cash balafi®é76,108 (April 30, 2011 - $151,145; May 1, 201
- $55,253) to settle current liabilities of $268)0@\pril 30, 2011 - $150,507; May 1, 2010 - $173p8s a
result of the limited cash the Company is exposdijtiidity risk and is reliant on the Company’sliy to
complete an equity financing.

Foreign country risk
Country risk is the risk associated with changeth@business environment that could affect théitgror
the value of the assets in a specific country. Chmpany’s exploration activities are located ia tnited

States, and while it does not foresee countryaskeing problematic, the country risk is out & dontrol
of the Company.

Market risk

Market risk is the risk of loss that may arise frohanges in market factors such as interest riate=sign
exchange rates, and commodity and equity prices.

(a) Interest rate risk
The Company is exposed to interest rate risk éoetktent that the cash maintained at the financial

institutions is subject to floating rate of intereBhe interest rate risks on cash and on the Capipa
obligations are not considered significant.
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(b) Price risk

The Company is exposed to price risk with respecbmmodity and equity prices. Equity price risk i
defined as the potential adverse impact on the @owip earnings due to movements in individual
equity prices or general movements in the levehefstock market. Commodity price risk is defined
as the potential adverse impact on earnings andoedic value due to commodity price movements
and volatilities. The Company closely monitors comdlity prices of oil, individual equity movements,
and the stock market to determine the appropriatiese of action to be taken by the Company.

(c) Foreign currency risk

The Company is exposed to financial risk arisiranf fluctuations in foreign exchange rates and the
degree of volatility of these rates. A significaartion of the Company’s expenses is denominated in
US dollars. Consequently, certain assets, liagdithnd operating expenses are exposed to currency
fluctuations. The Company does not use derivathariments to reduce its exposure to foreign
currency risk.

At July 31, 2011, the Company is exposed to cugreisk through the following assets and liabilities
denominated in US dollars:

CDN us

Cash $ 260,567 $ 272,702
Accounts receivable 45,609 47,733
Loans receivable 8,443 8,836
Prepaid expenses and other 14,789 15,478
Deposits and bonds 47,679 49,900
Equipment 156,145 163,417
Exploration and evaluation assets 5,474,320 52729
Accounts payable and accrued liabilities (179,230) (187,577)
Long term debt (26,072 (27,286

$ 5802250 $ 6,072,476

Net exposure
Based on the above net exposures as at July 31, 20#1 assuming all other variables remain

constant, a 1% change in the value of the US daljainst the Canadian dollar would result in an
increase/decrease of $60,725 in the loss from tpasa

CAPITAL DISCLOSURES

The Company’s objectives when managing capital toresafeguard its ability to continue as a going
concern; and to have sufficient capital to be dbléund the exploration and development of its mahe
properties and acquisition of other mineral resesiréor the benefit of its shareholders.

The Company is dependent on equity funding and wiemressary, raises capital through the issuance of
equity instruments, primarily comprised of commohares and incentive stock options. In the
management of capital, the Company includes thepooents of shareholders’ equity as well as cash.

The Company prepares annual estimates of explaratigenditures and monitors actual expenditures

compared to the estimates to ensure that thereffisisnt capital on hand to meet ongoing obligato
The Company’s investment policy is to invest itskcan highly liquid short-term deposits with termwis
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one year or less and which can be liquidated dftiety days without interest penalty. The Company
currently has insufficient capital to fund its exgdtion programs and is reliant on completing anitgq
financing to fund further exploration. The Compaisynot subject to any externally imposed capital
requirements.

There have been no changes in the Company’s agptoaapital management from 2011.
Financial liabilities

Accounts payable and accrued liabilities, and art®ulue to related parties are classified as firgdnci
liabilities and are measured at face value. Managerhas determined that the face value of financial
liabilities approximates fair value due to the eotpd short-term maturity of the debts.

The Company’s financial liabilities primarily coitste trade payables owing to both arms’ length and
related parties, and loans payable. These are umeskand, excepting normal trade credit termsdaseon
demand.

The Company believes the fair value of its finahb#bilities approximate their carrying values rparily

due to their short-term nature. There are no quotedket prices from active markets for any of the

financial liabilities held by the Company and thfag values were assessed using valuation techsique
consistent with generally accepted accounting fples. As the Company does not generate revenue, it
intends to reduce its financial liabilities by iegncing through additional share issuances.

RISKS AND UNCERTAINTIES

In conducting its business of mineral exploratiblGE is subject wide variety of known and unknown
risks, uncertainties and other factors which magcafthe results, performance or achievement of the
Company. Such risks and factors include, amongrsthisks related to the actual results of curesrd
future exploration activities; future prices forldosilver, and other commodities; environmentaksi and
hazards; the Company’s lack of substantial revetheeCompany’s ongoing need to raise money through
equity financings; increases to operating, labaad supply costs; and changes to government régulat
taxes, and fees. Although the Company attempietatify and plan for these important factors thaild
affect results materially, the Company cautions thader that the above list of risk factors is not
exhaustive there may be other factors that caumdtseto differ from anticipated, estimated, oremed
results.

Ultimately, there can be no guarantee that the Gampvill be successful in making an economic mihera
discovery.
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Wade A. Hodges, President, CEO and Director
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CHANGE IN ACCOUNTING POLICIES

These unaudited condensed consolidated interinmdinh statements, including comparatives have been
prepared using accounting policies consistent witernational Financial Reporting Standards (“IFRS”
and in accordance with International Accountingn8tad (“IAS”) 34 Interim Financial Reporting. The
condensed consolidated financial statements haea peepared on a historical cost basis, except for
financial instruments classified as financial instents at fair value through profit and loss, whak
stated at their fair value. In addition, these ficial statements have been prepared using theadzasis

of accounting except for cash flow information.

The condensed consolidated interim financial statémare presented in Canadian dollars, whiches th
functional currency of the parent company, unletfemvise noted. These are the Company’s first IFRS
condensed consolidated interim financial statemémtspart of the period covered by the first IFRS
consolidated annual financial statements to beepted in accordance with IFRS for the year endedl Ap
30, 2012. Previously the Company prepared its dataed annual and consolidated interim financial
statements in accordance with Canadian Generaltgpted Accounting Principles (“Canadian GAAP”).

The preparation of these condensed consolidatedirmtfinancial statements resulted in changes ¢ th
accounting policies as compared with the most reaenual financial statements prepared under Canadi
Generally Accepted Accounting Principles (“GAAPThe accounting policies set out below have been
applied consistently to all periods presented es¢hcondensed consolidated interim financial Stambésn
They also have been applied in preparing an opeiiR® balance sheet at May 1, 2010 for the purposes
of the transition to IFRS, as required by IFRS itstFTime Adoption of International Financial Refing
Standards (IFRS 1). The impact of the transitioomirGAAP to IFRS is explained in the financial
statements Note 17.

The preparation of these condensed consolidatedrimfinancial statements requires management tema
certain estimates, judgments and assumptions fieat she reported amounts of assets and lialslitiethe
date of the financial statements and the reporigereses during the period. Actual results couldedif
from these estimates.

Significant assumptions about the future and osloerrces of estimation uncertainty that managemast h
made at the end of the reporting period, that coeddilt in a material adjustment to the carryingoanis
of assets and liabilities in the event that actaallts differ from assumptions made, relate te,dva not
limited to, the following:

i) The recoverability of receivables which are incldidie the condensed consolidated interim statements
of financial position;

ii) The carrying value and the recoverability of mithgnaperties, which are included in the condensed
consolidated interim statements of financial positi

iii) The inputs used in accounting for stock-based cosgten expense included in profit and loss

iv) The estimated lives of fixed assets and the relatedrtization.

GOING CONCERN OF OPERATIONS

These condensed consolidated financial statemeatprapared on a going concern basis which assumes
that the Company will be able to realize its assetd discharge its liabilities in the normal coucde
business for the foreseeable future. As at July2®1,1 the Company has had significant losses. The
Company has financed its operations primarily tfothe issuance of common shares, loans proceéds an
advances from related parties. The Company corditmgeek capital through various means includieg t
issuance of equity and/or debt. These circumstalecekssignificant doubt as to the ability of thermany

to meet its obligations as they come due, and daugly, the appropriateness of the use of accogntin
principles applicable to a going concern.
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New standards not yet adopted

In November 2009, the IASB published IFRS 9, “FigiahInstruments”, which covers the classification
and measurement of financial assets as part gbrigect to replace IAS 39, “Financial Instruments:
Recognition and Measurement.” In October 2010 rélgirements for classifying and measuring financia
liabilities were added to IFRS 9. Under this guicnentities have the option to recognize financial
liabilities at fair value through earnings. If thaption is elected, entitles would be requiredeweerse the
portion of the fair value change due to own credit out of earnings and recognize the change herot
comprehensive income. IFRS 9 is effective for them@any on January 1, 2013. Early adoption is
permitted and the standard is required to be agppé&rospectively. There will be no significant iagb on
the Company upon implementation of the issued st@hd

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROLS

In connection with National Instrument 52-109 (@Gmate of Disclosure in Issuer's Annual and Interi
Filings) (“NI 52- 109"), the Chief Executive Officeand Chief Financial Officer of the Company hailedf

a Venture Issuer Basic Certificate with respedh®financial information contained in the annuadiized
consolidated financial statements and this accogipgrannual MD&A (together the “Annual Filings”)n |
contrast to the full certificate under NI 52-108e Venture Issuer Basic Certificate does not idelu
representations relating to the establishment aathtenance of disclosure controls and procedurds an
internal control over financial reporting, as definin NI 52-109. For further information the readbould
refer to the Venture Issuer Basic Certificatesdfily the Company with the Annual Filings on SEDAR a
www.sedar.com

NOTE REGARDING FORWARD-LOOKING STATEMENTS

Statements herein that are not historical factsf@megard-looking statements that are subject tksriznd
uncertainties. Words such as “expects”, “intendshay”, “could”, “should”, “anticipates”, “likely”,
“believes” and words of similar import also idegtfbrward-looking statements.

Forward-looking statements are based on curretd fawd analyses and other information that aredbase
forecasts of future results, estimates of amouwtsyet determined and assumptions of management,
including, but not limited to, assumptions regagdthe Company’s ability to raise additional debt/an
equity financing to fund operations and working italprequirements and assumptions regarding the
Company’s mineral properties.

Actual results may differ materially from those mntly anticipated due to a number of factors idiig,

but not limited to, general economic conditions teology of mineral properties, exploration result
commodity market conditions, the Company’s abildygenerate sufficient cash flows from operatiomsd a
financing to support general operating activitied aapital expansion plans, and laws and regulsatom
changes thereto that may affect operations, aner ottctors beyond the reasonable control of the
Company.

Additional information on factors that may affect the business and financial results of the Company can be
found in filings of the Company with the British Columbia Securities Commissions on www.sedar.com
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