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NEVADA EXPLORATION INC.

UNAUDITED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

In accordance with National Instrument 51-102 redelby the Canadian Securities AdministratorsGbmpany discloses
that its auditors have not reviewed the unauditetsolidated financial statements for the periodeen@ctober 31, 2010.



NEVADA EXPLORATION INC.
CONSOLIDATEDBALANCE SHEETS
(Unaudited)

(Expressed in Canadian Dollars)

October 31, April 30,
2010 2010
CURRENT ASSETS
Cash and cash equivalents 203,918 55,253
Amounts receivable 27,851 66,027
Loans receivable, bearing interest at a rate of/Séte 8) 107,596 104,519
Prepaid expenses and other 18,191 7,495
357,556 233,294
EQUIPMENT (Note 3) 282,455 335,493
MINERAL PROPERTIES (Note 4) 5,959,941 5,970,055
DEPOSITS AND BONDS 59,070 91,320
6,659,022 6,630,162
CURRENT LIABILITIES
Accounts payable and accrued liabilities 179,258 148,294
Current portion of long-term debt (Note 5) 26,196 25,296
205,454 173,590
LONG-TERM DEBT (Note 5) 21,136 34,287
226,590 207,877
SHAREHOLDERS’ EQUITY
Capital stock (Note 6) 11,160,443 10,686,870
Shares subscribed (Note 6) 83,000 -
Warrants (Note 6) 522,480 450,800
Contributed surplus (Note 6) 3,912,480 3,875,772
Deficit (9,245,97) (8,591,15y
6,432,432 6,422,285
6,659,022 6,630,162

NATURE AND CONTINUANCE OF OPERATIONS (NOTE 1)
SUBSEQUENT EVENTS (NOTE 13)

The accompanying notes are an integral part oktfirancial statements.




NEVADA EXPLORATION INC.

CONSOLIDATED STATEMENTS OF OPERATIONS, COMPREHENSV.OSS AND DEFICIT
(Unaudited)

(Expressed in Canadian Dollars)

Three months Three months Six months Six months
ended ended ended ended
October 31, October 31, October 31, October 31,
2010 2009 2010 2009
INCOME
Consulting $ 11,182 $ - $ 54970 $ -
Interest 1,326 5,370 2,666 7,840
12,508 5,370 57,636 7,840
EXPENSES
Amortization 26,519 25,805 53,038 69,632
Foreign exchange (gain) loss 16,865 (18,929) 13,551 568
Interest and bank charges (4,769) 18,416 (3,455) 10,782
Office expenses and other 16,301 21,938 29,568 35,829
Professional fees, consulting and investor
relations 87,361 86,185 119,522 115,160
Rent 11,254 32,000 29,920 67,790
Salaries 110,437 159,725 208,560 264,432
Stock-based compensation (Note 7) 18,354 184,451 36,708 253,681
Travel 1,609 451 1,957 1,151
(283,931} (510,042 (489,369 (819,025
NET LOSS BEFORE OTHER ITEM (271,423 (504,672 (431,733 (811,185
OTHER ITEM
Gain on write-off of accounts payable - - 14,304 -
Loss on sale of equipment - 494 - (12,421)
Write-off of mineral properties - - (237,385 -
- 494 (223,081} (12,421
NET AND COMPREHENSIVE LOSS (271,423) (504,178) (654,814) (823,606)
DEFICIT — BEGINNING OF PERIOD (8,974,548) (7,235,793 (8,591,155 (6,916,366
DEFICIT — END OF PERIOD $ (9,245971 $ (7,739,972 $ (9,245971 $ (7,739,972
Basic and diluted loss per share $ (0.0 $ (0.0) $ (0.0) $ (0.0

Weighted average number of shares outstanding
96,167,712 66,371,734 86,517,244 66,371,734

The accompanying notes are an integral part oktfirancial statements.



NEVADA EXPLORATION INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(Expressed in Canadian Dollars)

Three months Three months  Six months Six months
ended ended ended ended
October 31, October 31,  October 31, October 31,
2010 2009 2010 2009
OPERATING ACTIVITIES
Net loss $ (271,423) $ (504,178) $ (654,814) $  (823,606)
Items not affecting cash:
Amortization 26,519 25,805 53,038 69,632
Accrued interest (1,326) (3,920) (2,666) (7,840)
Foreign exchange 1,157 15,485 (752) 38,094
Gain on write-off of accounts payable - - (14,304) -
Loss on disposal of equipment - (494) - 12,421
Stock-based compensation 18,354 184,451 36,708 253,681
Write-off of mineral properties - - 237,385 -
(226,719) (282,851) (345,405) (457,618)
Change in non-cash working capital items
Accounts receivable 20,775 - 39,049 -
Prepaid expenses and other (10,664) 16,260 (10,664) 17,459
Accounts payable and accrued liabilities 14,948 (105,254 45,268 15,077
(201,660 (371,845 (271,752 (425,082
INVESTING ACTIVITIES
Proceeds on sale of equipment - 73,074 - 229,964
Proceeds from mineral properties option - - 88,931 -
Mineral properties (277,217 (502,784 (278,560 (698.85)
(277,217 (429,710 (189,629 (459,887
FINANCING ACTIVITIES
Issuance of capital stock and warrants (net ofeshar
issue costs) 541,253 1,065,578 541,253 1,065,578
Subscriptions received 83,000 - 83,000 -
Repayment of long-term debt (7,068) (22,760) (14,207) (36,153)
Loan advance - - - 110,223
Loan repayment - (110,223 - (110,223
617,185 932,595 610,046 1,029,425
INCREASE IN CASH AND CASH EQUIVALENTS 138,308 131,040 148,665 144,456
CASH AND CASH EQUIVALENTS
BEGINNING OF PERIOD 65,610 49,631 55,253 36,215
CASH AND CASH EQUIVALENTS
END OF PERIOD $ 203,918 $ 180,671 $ 203,918 $ 180,671

The accompanying notes are an integral part oktfirancial statements.



NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

1. BASIS OF PRESENTATION

The consolidated interim period financial statetedrave been prepared by the Company in accordgititéCanadian
generally accepted accounting principles. All fioal summaries included are presented on a cottiysrand

consistent basis showing the figures for the cpording period in the preceding year. The prearatf financial

data is based on accounting principles and practoasistent with those used in the preparatioanofual financial
statements, except as noted below. Certain infoomaand footnote disclosure normally included imaficial

statements prepared in accordance with generatigpaed accounting principles have been condenseumited.

These consolidated interim period statements shbeldead together with the audited financial stetes and the
accompanying notes included in the Company's laesiual report. In the opinion of the Company,uisgudited
consolidated interim financial statements contdiradjustments necessary in order to present astatement of the
results of the interim periods presented.

Principles of consolidation

These consolidated financial statements includeatitounts of the Company and its wholly-owned iglidry, 2107189
Ontario Inc. and its wholly owned United Statesssdiary Pediment Gold LLC. Significant inter-conmyabalances
and transactions have been eliminated upon corsiolid

Recent accounting pronouncements

Business combinations

In January 2009, the CICA issued Handbook Seclib82, Business Combinations, which replaces thstiagi
standards. This section establishes the standlardise accounting of business combinations, aatkstthat all assets
and liabilities of an acquired business will beorgled at fair value. Estimated obligations fortamgent considerations
and contingencies will also be recorded at faiugadt the acquisition date. The standard alsessthit acquisition-
related costs will be expensed as incurred and risgitucturing charges will be expensed in theagolsriafter the
acquisition date. This standard is equivalent he tnternational Financial Reporting Standards amsiress
combinations. This standard is applied prospelgtive business combinations with acquisition dabes or after
January 1, 2011. Earlier adoption is permitteche TTompany is currently evaluating the impact obpthg this
standard on its consolidated financial statements.

Consolidated financial statements

In January 2009, the CICA issued Handbook Secti6@l, consolidated financial statements, whichaegd the
existing standards. This section establishesttraards for preparing consolidated financial stetets and is effective
for interim and annual consolidated financial staats beginning on or after January 1, 2011. Thbengany is

currently evaluating the impact of adopting thenstard on its consolidated financial statements.



NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

1. BASIS OF PRESENTATION (cont'd...)

Recent accounting pronouncementgont’d...)
International financial reporting standards (“IFRS

In February 2008, the AcSB announced that 201théschangeover date for publicly-listed compan@sige IFRS,

replacing Canada’s own GAAP. The date is for imeand annual financial statements relating todfisgears

beginning on or after January 1, 2011. The traorsilate of May 1, 2011 will require the restatetrfen comparative
purposes of amounts reported by the Company foryfize ended April 30, 2011. While the Company hagun

assessing the adoption of IFRS for 2011, the firmeporting impact of the transition to IFRS cahbe reasonably
estimated at this time.

NATURE AND CONTINUANCE OF OPERATIONS

The Company was incorporated on April 6, 2006 uriderCanada Business Corporations Act and is irptbeess of
acquiring and exploring mineral properties and haisyet determined whether its properties contagerves that are
economically recoverable. The amounts shown forenainproperties and related deferred exploraticstscoepresent
costs incurred to date and do not reflect preserfuture values. The recoverability of these cdizga costs is
dependent upon the existence of economically reetle reserves, the ability of the Company to obtacessary
financing to complete the development of thoservese and future profitable production.

These financial statements have been preparedcordance with Canadian generally accepted accayptimciples
on a going concern basis that presumes the rdalizaf assets and discharge of liabilities in tloenmal course of
business for the foreseeable future. These finhsté#ements do not include any adjustments toatneunts and
classification of assets and liabilities that migpet necessary should the Company be unable toncentiperations.
Continued operations of the Company are dependethe Company’s ability to receive continued finahsupport,
complete public equity financing, or generate gadfie operations in the future. Under the curdifiicult economic
environment, access to the capital markets to okgquity financing is very uncertain, and indeed/rha unavailable
to the Company on a timely basis. Subsequent tob@c 31, 2010, the Company completed a non-brdkprizate
placement (Note 13).

EQUIPMENT
October 31, April 30,
2010 2010
Net Net
Accumulated book Accumulated book
Cost amortization value Cost amortization value
Exploration equipment $ 341,715 $ 144,699 $ 197,016$ 341,715 $ 114,297% 227,418
Vehicles 139,666 82,690 59,976 139,666 69,892 69,774
Computer equipment 23,257 20,173 3,084 23,257 17,761 5,496
Office equipment 80,868 55,489 25,379 80,868 48,063 32,805
$ 585506 % 303,051 $ 282,455 $ 585,506 $ 250,813335,493




NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

4. MINERAL PROPERTIES

Acquisition costs

Balance — beginning of period
Additions - cash
Additions - shares
Option payments received
Write-offs

Balance — end of period

Exploration costs
Balance — beginning of period
Incurred during the period
Drilling
Geochemical
Geophysics
Geological
Permitting
Travel
Write-offs

Balance — end of period

Total costs

October 31, 2010

AW BU

DU FJ

HP

Ju

KC

RP

SP

WF

WM Total

$ 348,408 345,342

$ 57,916 $ 248,094

$ 37,167 $ 117,630 $ 404,595 $ 155,180 $ 211,795 $ 175,601

$ 61,902 $2,163,629

1,087 39,453 - 18,268 17 24416 135447 19,671 54,640 19,203 - 312,202
- - - - - - 4,000 - - - - 4,000
(88,931) - - - - - - - - - - (88,931)
- - (57,916) - - - - - - - (61,902) (119,818)
260,563 384,795 - 266,362 37,184 142,046 544,042 174,851 266,435 194,804 - 2,271,082
523,709 928,275 38,923 1,080,250 802,846 60,305 55437 67,733 86,482 83,822 78,644 3,806,426

- - (38,923) - - - - - - - (78,644) (117,567)
523,709 928,275 - 1,080,250 802,846 60,305 55437 67,733 86,482 83,822 - 3,688,859
784,272 1,313,070 1,346,612 840,030 202,351 599,479 242,584 352,917 278,626 - 5,959,941




NEVADA EXPLORATION INC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

4. MINERAL PROPERTIES (contd...)

April 30, 2010
AW BU DU FJ HP JU KC RP SP WF WM Total
Acquisition costs
Balance — beginning of year $273,615 $ 274,4B0 45,306 $ 223,171% 33519 $ 86,502 $ 260,16% 110,683 $ 146,786 % 131,478 $ 47,353 $ 1,633,034
Additions - cash 74,792 70,882 12,610 24,923 3,648 31,128 135,184 44,497 65,009 44,123 14,549 521,345
Additions - shares - - - - - - 9,250 - - - - 9,250
Balance — end of year 348,407 345,342 57,916 248,094 37,167 117,630 404,595 155,180 211,795 175,601 61,902 2,163,629
Exploration costs
Balance — beginning of year 522,276 921,262 38,923 1,043,403 799,405 51,930 55,330 51,691 83,148 42,104 78,644 3,688,116
Incurred during the year
Drilling (10,277) (10,277) - (10,276) - - - - - - - (30,830)
Geochemical - 1,071 - - 150 - - - - - - 1,221
Geophysics - - - - - - - 12,080 - 41,718 - 53,798
Geological 11,710 17,124 - 9,891 1,877 8,375 - 3,962 3,334 - - 56,273
Permitting - - - 37,232 - - - - - - - 37,323
Travel - (905) - - 1,414 - 107 - - - - 616
Balance — end of year 523,709 928,275 38,923 1,080,250 802,846 60,305 55,437 67,733 86,482 83,822 78,644 3,806,426

Total costs $872,116 $1,273617 96,839 $1,328,344% 840,013 $ 177,935 $ 460,032 $ 222,913 $ 298,277259,423 $140,546 $ 5,970,055




NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

4. MINERAL PROPERTIES (contd...)

Awakening (AW)

The Awakening Project is located in Humboldt Counyevada, approximately 50 km north-northwest of
Winnemucca, Nevada. The Company has a 100% inierd82 claims (approx. 35.9 Kjrat Awakening.

On July 1, 2008, the Company entered into a Miringse agreement with DIR Exploration Inc. (“DIR) &5
claims (approx. 120 hectares), subject to a 3% KSBIR. Under the terms of the agreement, the Gomps
required to pay a minimum advance royalty of USD®60 annually commencing on the fourth anniversary.

On June 4, 2010, the Company announced that itehéeted into an Exploration and Option to Enteoimt]
Venture Agreement with Northgate Minerals Corp. dftthgate”), whereby Northgate may earn a joint uesnt
interest in the Awakening Gold Project. Under twens of the joint venture agreement, Northgaté hélve the
option to earn a 51% interest in the Property bydfng USD$4,100,000 in qualifying expenditures oberears
and making USD$436,000 in cash payments by thel taimniversary of the agreement, and if Northgate
completes the initial 51% earn-in, Northgate magnesn additional 14%, for a total of 65%, by contiplg a
feasibility report following 120 days after initiabrn in. The Company received USD$87,000 upositireng of
the joint venture agreement.

Bull Creek (BU)

The Bull Creek Project is located in Humboldt CgunihNevada, approximately 60 km west-northwest of
Winnemucca, Nevada. The Company has a 100% inier@84 claims (approx. 21.9 Kjrat Bull Creek.

Dunphy (DU)

The Dunphy Project is located in Eureka County, a&llsy approximately 40 km east of Battle Mountaiay&da.
The Company has a 100% interest in 78 claims (api&@® knf) at Dunphy. The Company is in the process of
abandoning its investment in the Dunphy Projectulteng in a charge to operations of $96,839 dutimg six
months ended October 31, 2010.

Fletcher Junction (FJ)

The Fletcher Junction Project is located in Mine@dunty, Nevada, approximately 30 km southwest of
Hawthorne, Nevada. The Company has a 100% interdst7 claims (approx. 9.6 Kjnat the Fletcher Junction
Project, subject to a 1.25% net smelter returnltpy&\NSR”).

Hot Pot (HP)

On September 16, 2005, the Company entered intinengyILease Agreement at the Hot Pot Project latate
Humboldt County, Nevada, approximately 30 km noghtwof Battle Mountain, Nevada. Under the termthef
agreement, the Company is required to make anmmahents of USD$20,000 on each anniversary, and the
agreement is subject to a 3% NSR to the propertgeow The Company also controls 6 claims (apprdx. 5
hectares) at Hot Pot. All of the Company’s minéngdrests at Hot Pot are subject to a 1.25% NSR.



NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

4. MINERAL PROPERTIES (contd..)

Hot Pot (HP) (cont'd...)

On September 16, 2009, the Company entered intBxatoration Agreement with International Enexco .Ltd
(“Enexco”) whereby Enexco can earn a 51% intemreshé Hot Pot Property by drilling 6,000 meters,G0Dft)
over three years, with the option to earn an auliti 19%, for 70% total, by drilling another 3,06tters
(9,800ft) during the fourth year. Enexco shall payhe property owner all payments required toriaele by the
Company.

Jungo (JU)
The Jungo Property is located in both Humboldt &w®ishing Counties, Nevada, approximately 60 km weést
Winnemucca, Nevada. The Company has a 100% inier&s6 claims (approx. 13.0 Kjrat Jungo.

Kelly Creek (KC)

The Kelly Creek Project is located in Humboldt CtiiNevada, approximately 40 km north-northwesBatftle
Mountain, Nevada. The Company has a 100% intérés1 claims (approx. 48.5 Kjrat Kelly Creek.

On October 1, 2009, the Company entered into ariihiease and Option to Purchase Agreement with €k&ne
Gold Corporation (“Genesis”). Genesis has 100%rést in 254 claims (approx. 20.2 $at Kelly Creek under
the Agreement, the Company is the Operator andth@®ption to purchase 100% of the Genesis claons f
100,000 common shares (issued) and USD$1,500,00f&cs to a 1.5% Net Smelter Return Royalty (“Royal
The Company also has the option to purchase of@tte royalty (0.75%) for USD$750,000.

The Company shall pay to Genesis advance royajtsnpats as follows:

1% anniversary $ 5,000
2" 3%and 4" anniversary 10,000
5™ and each subsequent anniversaries 50,000

Rye Patch (RP)

The Rye Patch Project is located in Pershing CouNgvada, approximately 30 km northeast of Lovelock
Nevada. The Company has a 100% interest in 12@i€lg@pprox. 10.0 kfy at Rye Patch. On May 22, 2008, the
Company entered into a four year Mining Lease Agreet on an additional 65 hectares, subject to % NGR.
Under the terms of this agreement, the Compangdsired to make annual payments of USD$10,000tlaed
Company has the option to purchase the property80$325,000. On July 21, 2008, the Company edterte

a four year Mining Lease Agreement on an additidi@ahectares, subject to a 2% NSR. Under the tefrttas
agreement the Company, is required to make anmyahents of USD$6,000, and the Company has therofiio
purchase this property for USD$30,000.

10



NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

4. MINERAL PROPERTIES (contd..)
Sand Pass (SP)

The Sand Pass Project is located in Humboldt Coudgvada, approximately 10 km north of Winnemucca,
Nevada. The Company has a 100% interest in 14mslépprox. 12.0 kfat Sand Pass, and on July 10, 2008,
the Company entered into a Mining Lease agreenmerarfother 9.4 kwith multiple parties, subject to a 2%
NSR. Under the terms of the agreement, the Compamgquired to make minimum lease payments of
USD$31,000 each anniversary.

Winnemucca Mountain (WM)

The Winnemucca Mountain Project is located in Huldb&ounty, Nevada, approximately 5 km west of
Winnemucca, Nevada. The Company has a 100% intére80 claims (approx. 7.3 Knat Winnemucca
Mountain. The Company is in the process of abaimgpits investment in the Winnemucca Mountain pcgje
resulting in a charge to operations of $140,546nduthe six months ended October 31, 2010.

Whiskey Flats (WF)

The Whiskey Flats Project is located in Mineral @iy Nevada, approximately 20 km south of Hawthorne
Nevada. The Company has a 100% interest in 1281sl¢8.4 krf) at Whiskey Flats.

5. LONG-TERM DEBT

The Company has entered into various agreemefgage vehicles and exploration equipment whicimitesite in
years between 2010 and 2013, with blended montjynents of principle and interest ranging from UG&&nd
US$1,618, bearing interest rates from 1.93% to %.9@r annum. The Capital lease obligation is pkyal
follows:

October 31, April 30,
2010 2010
Lease obligations $ 49,457 % 63,173
Deduct: amount representing interest (2,125 (3,590
Present value of minimum lease payments due $ 47,332 $ 59,583
Less: current portion (26,196 (25,296
$ 21,136 $ 34,287
Remaining fiscal principal payments of long-ternbtdare as follows:
2011 $ 12,896
2012 27,017
2013 7,419
$ 47,332

11



NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

6. CAPITAL STOCK AND CONTRIBUTED SURPLUS

Number Share Contributed
of Shares Amount Surplus Warrants
Authorized

Unlimited number of voting common shares
without par value

Unlimited number of preferred shares with
no par value

Balance as at April 30, 2009 59,029,104 $ 9,674,536 $ 3,050,863 $ 278,743
Private placements 23,737,673 1,568,413 -
Share issue costs - cash - (114,529) - -
Share issue costs — warrants - (418,300) - 418,300
Agent units 50,000 6,200 - -
Share issue costs — agent units - (6,200) - -
Share issue costs - agent warrants - (32,500 - 32,500
Shares for property 50,000 9,250 - -
Expired warrants - - 278,743 (278,743)
Stock-based compensation - - 546,166 -

Balance as at April 30, 2010 82,866,777 10,686,870 3,875,772 450,800
Private placements 11,258,000 562,900 - -
Share issue costs — cash - (21,647) - -
Share issue costs — warrants - (70,591) - 70,591
Share issue costs — agent warrants - (1,089) - 1,089
Shares for property 50,000 4,000 - -
Stock-based compensation - - 36,708 -

Balance as at October 31, 2010 94,174,777 $11,160,443 $ 3,912,480 $ 522,480

During the period ended October 31, 2010 the Cogipan

i) completed a non-brokered private placement by ngsil,258,000 Units at a price of $0.05 for totalsg
proceeds of $562,900. Each unit consists of omanwon share and one-half of one non-transferable
common share purchase warrant. Each whole waerditkes the holder to purchase one common shaae at
price of $0.10 for a period of 12 months. Fairueabllocated in connection to these warrants w&s591.
In connection with the private placement the Conypaand:
a) paid cash share issuance costs of $21,647.

b) issued 56,000 agent warrants with a fair valu&1g089

12



NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

6. CAPITAL STOCK AND CONTRIBUTED SURPLUS (cont'd...)
i) issued 50,000 common shares in connection withasd.@nd Option to Purchase Agreement with Genesis
Gold Corporation on the HP claims in Humboldt CoynNevada (Note 4).

iii) has received $83,000 for 1,185,714 shares subsdcfiiee note 13).

7. STOCK OPTIONS AND WARRANTS

Stock options

The Company has a stock options plan under whidh dtuthorized to grant options to executive officand
directors, employees and consultants enabling tieeacquire up to 10% of the issued and outstandamymon
stock of the Company. Under the plan, the exengig® of each option equals the market price, mimmprice
or a discounted price of the Company’s stock asutated on the date of grant. The options can batgd for a
maximum term of five years, and generally vest @/8ryear period.

During the period ended October 31, 2010, the Caryipa

i) granted Nil stock options (2009 — 1,300,000) résgltin stock-based compensation of $Nil (2009
$190,000) using the Black-Scholes Option Pricingdato The weighted average fair value of the ogtion
granted was $Nil (2009 - $0.15) per option.

ii) recorded a stock-based compensation expense of#86009 - $63,681) for options vested.

Option pricing models require the use of estimated assumptions including the expected volatiliBhanges in
underlying assumptions can materially affect thevialue estimates.

The following weighted average assumptions weré @isethe Black-Scholes valuation of options grandering
the period:

Six Months Six Months
ended ended
October 31, October 31,
2010 2009
Risk-free interest rate - 2.57%
Expected life of options - 5 years
Annualized volatility - 150.46%
Dividend rate - 0.00%

13



NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

7. STOCK OPTIONS AND WARRANTS (cont'd...)
Stock options(cont'd...)

A summary of the Company’s outstanding stock optismpresented below.

Number Weighted Average
of Options Exercise Price
Balance, April 30, 2009 3,050,000 0.83
Granted/vesting 1,900,000 0.16
Forfeited (300,000) 0.98
Re-priced (1,550,000) 0.86
Re-priced 1,550,000 0.15
Balance, April 30, 2010 and October 31, 2010 4,660 $ 0.31
Number of options currently exercisable 4,650,000 $ 0.31

Warrants
During the period ended October 31, 2010 usindgiaek-Scholes Option Pricing model, the Company:
i) granted 56,000 agent warrants (2009 — 161,000}tirggin a fair value of $1,089 (2009 - $9,300);

i) granted 5,629,000 warrants (2009 — 10,497,837)asasqb the 11,258,000 unit private placement (2609
20,995,673) resulting in a fair value of $70,590Q2 - $292,400).

These amounts were recorded as warrants on thedeasheet.

The following weighted average assumptions weral fse the Black-Scholes valuation of warrants geant
during the period:

Six Months Six Months
ended ended
October 31, October 31,
2010 2009
Risk-free interest rate 1.29% 1.25%
Expected life of options 1 year 2 years
Annualized volatility 121.54% 159.97%
Dividend rate 0.00% 0.00%

14



NEVADA EXPLORATION INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(Expressed in Canadian Dollars)

OCTOBER 31, 2010

7. STOCK OPTIONS AND WARRANTS (cont'd...)

A summary of the Company’s outstanding warrantgésented below.

Number Weighted Average
of Warrants Exercise Price

Balance, April 30, 2009 905,000 $ 1.50

Granted 12,329,037 0.12

Expired (905,000 1.50
Balance, April 30, 2010 12,329,037 0.12

Granted 5,685,000 0.10
Balance, October 31, 2010 18,014,037 $ 0.11
Number of warrants currently exercisable 12,329,0 $ 0.12

The following incentive stock options and sharechase warrants were outstanding as at July 31,:2010

Number Exercise
of shares price Expiry date
Stock options 200,000 $ 0.60 March 9, 2012
400,000 0.15 March 9, 2012
500,000 0.60 April 23, 2011
150,000 0.95 June 8, 2012
200,000 0.15 June 8, 2012
150,000 1.00 June 11, 2012
200,000 1.00 March 4, 2013
750,000 0.15 March 4, 2013
200,000 0.15 June 13, 2013
1,300,000 0.16 September 30, 2014
600,000 0.17 November 17, 2014
Warrants
4,019,481 0.10 August 20, 2011
6,639,356 (i) 0.10 September 2, 2011
1,670,200 (ii) 0.22 May 19, 2011
4,154,000 0.10 August 26, 2011
1,531,000 (iii) 0.10 September 23, 2011
0] includes 161,000 agent warrants
(ii) includes 299,200 agent warrants, 25,000 agent n@ariacluded in this total related to 50,000 brokeits
(which are currently unexercised)
(i) includes 56,000 agent warrants
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8. RELATED PARTY TRANSACTIONS

During the period ended October 31, 2010, the Caryipa

i) paid or accrued $177,182 (USD$171,000) (2009835397 (USD$165,900)) in management fees, recorded
as salaries, to officers and directors of the Caompa

i) paid or accrued $33,053 (2009 - $32,168) infgssional fees to a firm in which an officer andedtor of
the Company is a partner.

As at October 31, 2010:

i) loans receivable include an amount of $98,905 (A3} 2010 - $96,077) receivable from two officarxl
directors of the Company. The loans receivable guraranteed by 2,100,000 common shares of the
Company that are currently being held in trust. dbte loans receivable includes interest of appnately
$27,950, $2,450 of which was accrued during théogeended October 31, 2010.

i) accounts payable and accrued liabilities included:

a) an amount of $41,603 due to a firm in which anceffiand director of the company is a partner.

b) An amount of $109,252 (USD$107,089) due to officensl directors of the company for salary
payable.

These transactions were in the normal course ofatipas and were measured at the exchange valuehwh
represented the amount of consideration establishddgreed to by the related parties.

9. COMMITMENTS

a) The Company has entered into a lease agreemeptdarises expiring on November 30, 2012. The future
minimum lease payments, by fiscal year are asvaio

USD$ CAD$
2011 $ 46,000 $ 47,000
2012 90,000 92,000
2013 54,000 55,000

$ 190,000 $ 194,000

b) The Company has various commitments relating toiteral properties as disclosed in note 4.
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10. FINANCIAL INSTRUMENTS
RISK MANAGEMENT POLICIES

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

FAIR VALUE

The Company estimates the fair value of its finahicistruments based on current interest rateskehaalue and
pricing of financial instruments with comparablents. Unless otherwise indicated, the carrying ealtithese
financial instruments approximates their fair mankadue because of the near maturity of thoseunséints.

As at October 31, 2010, the carrying amount ofentrfinancial assets and liabilities approximateel fair value
because of the near maturity of those instrumemdstiae carrying value of term deposits and the ‘iemm debt
is considered to approximate fair value since #rbenterest at current rates for similar typeshofrowing
arrangements or investments.

Financial instruments measured at fair value orbtilance sheet are summarized in levels of fairevhlierarchy
as follows:

Level 1 Level 2 Level 3

Assets
Cash and cash equivalents $ 203,918 $ - $ -

CREDIT RISK AND INTEREST RATE RISK

It is management’s opinion that the Company isexgtosed to significant interest or credit risk iagsfrom its
financial instruments.

LIQUIDITY RISK

Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tfelydue. The
Company manages liquidity risk through the managenaé its capital structure and financial leverags,
outlined in Note 11 (“Capital Disclosures”). It alsnanages liquidity risk by continuously monitoriagtual and
projected cash flows. The Board of Directors rewemd approves the Company’s operating and cdpitigets,
as well as any material transactions out of thenabcourse of business.

As at October 31, 2010, the Company was holding c&4$203,918 and current liabilities of $205,4%4aaresult

of the limited cash the Company is exposed to diuirisk and is reliant on the Company’s abilitydomplete
and equity financing.
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10. FINANCIAL INSTRUMENTS (cont'd...)
FOREIGN EXCHANGE

The Company is exposed to financial risk arisiranfrfluctuations in foreign exchange rates and thgrek of

volatility of these rates. A significant portion dfie Company’s expenses is denominated in US dollar

Consequently, certain assets, liabilities and dperaexpenses are exposed to currency fluctuatidine
Company does not use derivative instruments toceda exposure to foreign currency risk.

At October 31, 2010, the Company is exposed toecwy risk through the following assets and lialeitit
denominated in US dollars:

$US
Cash and cash equivalents 155,705
Accounts receivable 27,300
Loans receivable 105,466
Prepaid expenses and other 15,478
Deposits and bonds 57,900
Accounts payable and accrued liabilities (108,691)
Long term debt (46,396)

NET EXPOSURE

Based on the above net exposures as at Octob2038Q, and assuming that all other variables remamstant, a
10% change in the value of the US dollar against@anadian dollar would result in an increase/desereof
$20,676 in the loss from operations.

11. CAPITAL DISCLOSURES

The Company’s objectives when managing capital #resafeguard its ability to continue as a goingason;
and, to have sufficient capital to be able to fuinel exploration and development of its mineral préips and
acquisition of other mineral resources, for thedfief its shareholders.

In order to maintain its capital structure, the @amy, is dependent on equity funding and when sacgsraises
capital through the issuance of equity instrumeptsnarily comprised of common shares and incensitaek
options. In the management of capital, the Compaaldes the components of shareholders’ equitwels as
cash.

The Company prepares annual estimates of explaratipenditures and monitors actual expenditurespeoed

to the estimates to ensure that there is sufficdapital on hand to meet ongoing obligations. Tln@any’s

investment policy is to invest its cash in hightid short-term deposits with terms of one yealess and which
can be liguidated after thirty days without inténgsnalty. The Company currently has insufficieapital to fund

its exploration programs and is reliant on complketan equity financing to fund further exploratiorihe

Company is not subject to any externally imposeaitabrequirements.
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12. SEGMENTED INFORMATION

The company has one operating segment, being fhleration of mineral properties. Geographic infotio@ is
as follows:

October 31, April 30,
— 2010 2010
CAPITAL ASSETS
United States
Equipment $ 282,455 $ 335,493
Mineral properties 5,959,941 5,970,055
$ 6,242,396 $ 6,305,548

13. SUBSEQUENT EVENTS
Subsequent to the period ended October 31, 2010dhgany:

i) completed a non-brokered private placement by ngs@i601,074 Units at a price of $0.07 for totadsyr
proceeds of $182,075. Each unit consists of omanoon share and one-half of one non-transferable
common share purchase warrant. Each whole waerditkes the holder to purchase one common shae at
price of $0.10 for a period of 12 months. In caomwion with the private placement, the Company paid
finder’'s fees to an arm’s length party totalling2$5n cash and 7,500 Agent Warrants exercisablerutte
same turns as the Warrants issued as part of te. Un

ii) Issued 532,000 common shares at $0.05 to reimlaufis® in which an officer and director of the Coamy
is a partner for $26,600 accounting services ratiar the ordinary course of business.
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