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March 24, 2015
Independent Auditor’s Report

To the Shareholders of Zazu Metals Corporation

We have audited the accompanying consolidated financial statements of Zazu Metals Corporation

(the Company), which comprise the consolidated statements of financial position as at December 31, 2014
and December 31, 2013 and the consolidated statements of loss and comprehensive loss, changes in equity
and cash flows for the years then ended, and the related notes, which comprise a summary of significant
accounting policies and other explanatory information.

Management’s responsibility for the consolidated financial statements

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

Auditor’s responsibility

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

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

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

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Place, 250 Howe Street, Suite 700, Vancouver, British Columbia, Canada V6C 3S7
T:+1 604 806 7000, F:+1 604 806 7806, www.pwc.com/ca

“PwC" refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Zazu Metals Corporation as at December 31, 2014 and December 31, 2013 and its financial
performance and its cash flows for the years then ended in accordance with International Financial
Reporting Standards.

Emphasis of matter

Without qualifying our opinion, we draw attention to Note 1 in the financial statements which describes
matters and conditions that indicate the existence of a material uncertainty that may cast significant doubt
about the Company’s ability to continue as a going concern.

signed “PricewaterhouseCoopers LLP”

Chartered Accountants



ZAZU METALS CORPORATION

Consolidated Statements of Financial Position

In U.S. dollars
December 31 December 31
Note 2014 2013
Assets
Current assets
Cash and cash equivalents $ 269,539 $1,821,770
Trade and other receivables 39,573 34,829
309,112 1,856,599
Non-current assets
Equipment 4 39,596 54,152
Exploration and evaluation assets 4 15,125,900 13,815,467
Total assets $ 15,474,608 $15,726,218
Liabilities
Current liabilities
Trade and other payables $ 271,466 $ 216,478
Total liabilities 271,466 216,478
Equity attributable to shareholders
Share capital 5 42,070,409 41,208,171
Contributed surplus 674,472 674,472
Accumulated share based compensation 6 5,773,200 4,998,200
Accumulated losses (33,314,939) (31,371,103)
Total equity 15,203,142 15,509,740
Total liabilities and equity $ 15,474,608 $15,726,218
Nature of operations and going concern 1

Approved by the Board of Directors:

"Gil Atzmon" (signed)

Gil Atzmon
Director

"Bryan Morris" (signed)

Bryan Morris
Director

The accompanying notes are an integral part of these consolidated financial statements



ZAZU METALS CORPORATION

Consolidated Statements of Loss and Comprehensive Loss

In U.S. dollars
Year ended Year ended
December 31, December 31,
Note 2014 2013
Expenses
Depreciation $ 2,303 $ 2,999
Audit and accounting 88,858 105,707
Directors’ fees 72,384 76,507
Insurance 46,579 45,845
Investor and shareholder relations 76,321 41,277
Legal fees 7,060 19,817
Office, rent and communication 46,080 46,719
Regulatory and transfer agent 84,407 48,318
Salaries and benefits 554,688 552,248
Share based compensation 6 914,000 561,600
Travel 17,554 23,994
Loss from operations 1,910,234 1,525,031
Finance income 8,515 26,253
Foreign exchange loss (42,117) (144,943)
Net loss and comprehensive loss attributable to
the equity holders of the Company $(1,943,836) $(1,643,721)
Basic and diluted loss per share S (0.04) S (0.04)

The accompanying notes are an integral part of these consolidated financial statements



ZAZU METALS CORPORATION

Consolidated Statements of Changes in Equity

In U.S. dollars

Common Common Accumulated
shares shares Contributed share based Accumulated
# S surplus compensation losses Total
Balance, January 1, 2013 45,274,051  $41,067,495 $ 674,472 $4,429,200 $(29,727,382) $16,443,785
Net loss and comprehensive
loss for the period - - - S (1,643,721) (1,643,721)
Share based compensation:
Charged to operations - - 561,600 - 561,600
Capitalized to exploration
and evaluation assets - - 45,100 - 45,100
Exercise of stock options: 350,000 140,676 - (37,700) - 102,976
Balance, December 31, 2013 45,624,051 $41,208,171 $ 674,472 $4,998,200 $(31,371,103) $ 15,509,740
Balance, January 1, 2014 45,624,051 $41,208,171 $674,472 $4,998,200 $(31,371,103) $15,509,740
Net loss and comprehensive
loss for the period - - - $(1,943,836) (1,943,836)
Share based compensation:
Charged to operations - - 914,000 - 914,000
Capitalized to exploration
and evaluation assets - - 105,400 - 105,400
Exercise of stock options: 2,285,000 862,238 - (244,400) - 617,838
Balance, December 31, 2014 47,909,051 $42,070,409 $674,472 $5,773,200 $(33,314,939) $15,203,142

The accompanying notes are an integral part of these consolidated financial statements



ZAZU METALS CORPORATION

Consolidated Statements of Cash Flow
In U.S. dollars

Year ended Year ended
December 31, December 31,
Note 2014 2013
Cash flow provided by (used in):
Operating activities
Loss for the period $(1,943,836) $(1,643,721)
Adjustments for non-cash items:
Depreciation 2,303 2,999
Share based compensation 6 914,000 561,600
Unrealized foreign exchange loss 44,342 147,935
Net changes in non-cash working capital items:
Decrease (increase) in trade and other receivables (5,452) 8,703
Increase (decrease) in trade and other payables 17,891 (32,465)
Net cash used in operating activities (970,752) (954,949)
Financing activities
Proceeds on issuance of common shares 617,838 102,976
Net cash from financing activities 617,838 102,976

Investing activities
Purchase of exploration and evaluation assets

(1,148,256)

(1,082,536)

Purchase of equipment (865) -
Net cash used in investing activities (1,149,121) (1,082,536)
Effect of exchange rate changes on cash and cash equivalents (50,196) (147,885)

Net decrease in cash and cash equivalents

(1,552,231)

(2,082,394)

Cash and cash equivalents at beginning of period 1,821,770 3,904,164
Cash and cash equivalents at end of period $ 269,539 $1,821,770
Non-cash transactions:

Share based compensation capitalized to exploration and evaluation assets $ 105,400 $ 45,100
Equipment depreciation capitalized to exploration and evaluation assets 13,118 18,621
Increase in trade and other payables related to exploration and evaluation assets 43,659 10,127

The accompanying notes are an integral part of these consolidated financial statements



ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

Nature of operations and going concern

Zazu Metals Corporation (the “Company”) is a Canadian company which is engaged in the exploration and development of
mineral properties. The Company was incorporated by a Certificate of Incorporation issued pursuant to the provisions of the
Canada Business Corporations Act on November 29, 2006. The address of its registered office is 350 — 885 Dunsmuir Street,
Vancouver, BC, Canada, V6C 1N5.

The Company incorporated Zazu Metals (Alaska) Corporation (“Zazu Alaska”), a subsidiary of the Company, in the State of
Alaska, United States on January 18, 2007.

The Company and its subsidiary (together, the “Group”) are currently exploring a mineral exploration property located in the
State of Alaska, United States and have not yet determined whether their mineral property contains resources that are
economically recoverable. The underlying value of the Group’s mineral property and the recoverability of the related
deferred costs are dependent on the existence of economically recoverable resources in its mineral property and the ability
of the Group to obtain the necessary financing to complete development and upon future profitable production from, or the
proceeds from the disposition of, its mineral property.

At December 31, 2014 the Company did not have enough cash on hand to meet its planned expenditures for the next twelve
months. The Company is pursuing financing in order to fund its operations and to continue the advancement of its mineral
property but the material uncertainty of raising sufficient funds casts significant doubt about the Company’s ability to
continue as a going concern. The Company has historically raised funds primarily through the sales of equity securities for
cash. While the Company expects that it will obtain funding through an equity funding, or other means depending on market
conditions, there can be no assurance that the Company will be able to obtain such funding or obtain it on acceptable terms.

These consolidated financial statements have been prepared on the basis of a going concern, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of operations. These financial statements do not
reflect the adjustments to carrying values of assets and liabilities that would be necessary should the going concern
assumption prove to be inappropriate, and these adjustments could be material.

Basis of presentation

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) and interpretations issued by the International Financial Reporting Interpretations Committee (“IFRIC”). These
consolidated financial statements were approved by the Board of Directors on March 24, 2015.

Summary of significant accounting policies

The significant accounting policies used to prepare these consolidated financial statements are outlined as follows:

Consolidation

These consolidated financial statements include the accounts of the Company and its wholly-owned subsidiary, Zazu
Alaska. All intercompany transactions, balances, income and expenses have been eliminated on consolidation.

Foreign currency translation

Functional and presentation currency: Items included in the consolidated financial statements of the Company and its
subsidiary are measured using the currency of the primary economic environment in which the entity operates (the
“functional currency”). These consolidated financial statements are presented in US dollars which is the Group’s functional
currency.

Transactions and balances: Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Generally, foreign exchange gains and losses resulting from the settlement




ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

of foreign currency transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in currencies other than an entity’s functional currency are recorded in the statement of loss.

Cash and cash equivalents

Cash and cash equivalents consist of deposits held with banks and other short-term highly liquid investments with
maturities of three months or less when purchased.

Financial instruments

Financial assets and liabilities are recognized when the Group becomes a party to the contractual provisions of the
instrument. Financial assets are derecognized when the rights to receive cash flows from the assets have expired or have
been transferred and the Group has transferred substantially all risks and rewards of ownership.

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally
enforceable right to offset the recognized amounts and there is an intention to settle on a net basis, or realize the asset
and settle the liability simultaneously.

At initial recognition, the Group classifies its financial instruments in the following categories depending on the purpose for
which the instruments were acquired:

Loans and receivables: Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. The Group’s loans and receivables are comprised of cash and cash equivalents and
interest receivable and are included in current assets due to their short-term nature.

Financial liabilities at amortized cost: Financial liabilities at amortized cost are comprised of trade payables and are
included in current liabilities due to their short-term nature.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses. Cost
includes expenditures that are directly attributable to the acquisition of the asset. Subsequent costs are included in the
asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group and the cost can be measured reliably. The carrying amount of a
replaced asset is derecognized when replaced. Repairs and maintenance costs are charged to the statement of loss during
the period in which they are incurred.

The major categories of property, plant and equipment are depreciated using the declining balance method at the
following rates:

Exploration equipment 30%
Vehicles 30%
Camp equipment 20%
Computer equipment 45%
Office furniture and equipment 20%

The Group allocates the amount initially recognized in respect of an item of property, plant and equipment to its significant
parts and depreciates separately each such part. Residual values, method of amortization and useful lives of the assets are
reviewed annually and adjusted if appropriate.

Gains and losses on disposals of property, plant and equipment are determined by comparing the proceeds with the
carrying amount of the asset and are included as part of other gains and losses in the statement of loss.

Exploration and evaluation assets

The Group's intangible assets are the deferred exploration and evaluation expenses associated with the Group's mineral
property. Direct mineral property acquisition costs, holding costs, field exploration and field supervisory costs are
capitalized. Once the technical feasibility and commercial viability of extracting the mineral resource has been determined,
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ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

the property is considered to be a mine under development and is classified as “mines under construction”. Exploration
and evaluation assets are also tested for impairment before the assets are transferred to development properties.

Any incidental revenues earned in connection with exploration activities are applied as a reduction to capitalized
exploration costs.

When a project is abandoned, sold or considered to be impaired in value, an appropriate charge to other gains and losses
in the statement of loss will be made.

Impairment of non-financial assets

Property, plant and equipment and intangible assets are tested for impairment when events or changes in circumstances
indicate that the carrying amount may not be recoverable. Long-lived assets that are not amortized are subject to regular
impairment tests at the end of each reporting period. The Group’s only long-lived intangible asset is its Lik mineral
property. If there is any indication that an asset may be impaired, its recoverable amount is estimated and the carrying
value of the asset is written down to its recoverable amount. The recoverable amount is the higher of its fair value less
costs of disposal and its value in use. Fair value less costs of disposal is determined as the amount that would be obtained
from the sale of the asset in an arm’s length transaction between knowledgeable and willing parties. Fair value of mineral
assets is generally determined as the present value of the estimated future cash flows expected to arise from the
continued use of the asset, including any expansion prospects. Value in use is determined as the present value of the
estimated future cash flows expected to arise from the continued use of the asset in its present form and from its ultimate
disposal. An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable
amount.

The Group evaluates impairment losses for potential reversals when events or circumstances warrant such consideration.

Decommissioning and Restoration Provisions

The Group is subject to various government laws and regulations relating to environmental disturbances caused by
exploration and evaluation activities. The Group records the present value of the estimated costs of legal and constructive
obligations required to restore the exploration sites in the period in which the obligation is incurred. The nature of
rehabilitation activities includes restoration, reclamation and re-vegetation of the affected exploration sites.

The restoration provision generally arises when the environmental disturbance is subject to government laws and
regulations. The restoration provision is adjusted at the end of each reporting period for changes to factors including the
expected amount of cash flows required to discharge the liability, the timing of such cash flows and the pre-tax risk-free
rate. The present value of the estimated costs is capitalized by increasing the carrying amount of the related mining assets.
Over time, the discounted liability is increased for the changes in present value based on current market discount rates and
liability specific risks.

Additional environment disturbances or changes in rehabilitation costs will be recognized as additions to the corresponding
assets and rehabilitation liability in the period in which they occur.

Leases

The Leases which transfer substantially all of the benefits and risks incidental to the ownership of property are accounted
for as finance leases. Finance leases are capitalized at the lease commencement at the lower of the fair market value of
the leased property and the net present value of the minimum lease payments. Each lease payment is allocated between
the liability and finance charge. The property, plant and equipment acquired under finance leases are depreciated over the
shorter of the asset’s useful life and the lease term.

All other leases are accounted for as operating leases wherein rental payments are expensed as incurred. The Group only
has operating leases for the year ended December 31, 2014.

-10 -



ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

Employee benefits

Share-based compensation: The Company has a stock option plan which permits the Company’s Board of Directors to
grant stock options to certain employees, directors and consultants. The exercise price, term to expiry and vesting period
are determined at the discretion of the Board of Directors but the exercise price may not be lower than the market price of
the common shares on the date of grant, less any discount permitted by the Toronto Stock Exchange. The term to expiry is
generally five years from the date of grant. The stock options normally vest as follows: one third after 90 days following
the date of grant; a further one third after 12 months following the date of grant; and the final one third after 18 months
following the date of grant.

Each tranche in an award is considered a separate award with its own vesting period and grant date fair value. Fair value of
each tranche is measured at the date of grant using the Black-Scholes option pricing model. Compensation expense is
recognized over the tranche’s vesting period based on the number of awards expected to vest, by increasing contributed
surplus. The number of awards expected to vest is reviewed at least annually, with any impact being recognized
immediately.

Termination benefits: The Group recognizes termination benefits when it is demonstrably committed to either terminating
the employment of current employees according to a detailed formal plan without possibility of withdrawal, or providing
benefits as a result of an offer made to encourage voluntary termination. Benefits falling due more than twelve months
after the end of the reporting period are discounted to their present value.

Income tax

Current tax expense is calculated using income tax rates that have been enacted or substantively enacted at the balance
sheet date.

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of taxable profit, and are accounted for using the liability
method. Deferred tax liabilities are generally recognized for all taxable temporary differences, and deferred tax assets are
generally recognized for all deductible temporary differences to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can be utilized. Such assets and liabilities are not
recognized if the temporary difference arises from goodwill or from the initial recognition of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of any deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the
liability is settled or the asset realized, based on income tax rates and income tax laws that have been enacted or
substantively enacted by the balance sheet date. The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group expects to recover or settle the carrying amount of
its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities, and when they relate to income taxes levied by the same taxation authority and the Group intends to
settle its current tax assets and liabilities on a net basis.

Share capital

Common shares are classified as equity. Incremental costs directly attributable to the issuance of shares are recognized as
a deduction from equity.

Earnings per share

Basic earnings (loss) per share is computed by dividing income (or loss) attributable to common shareholders by the
weighted average number of common shares outstanding during the period. The computation of diluted earnings per share
assumes the conversion, exercise or contingent issuance of securities only when such conversion, exercise or issuance

-11 -



ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

would have a dilutive effect on earnings per share. The dilutive effect of convertible securities is reflected in diluted
earnings per share by application of the "if converted" method. The effect of potential issuances of shares from the
exercise of outstanding options and warrants would be anti-dilutive for the periods presented and accordingly, basic and
diluted loss per share are the same.

Critical accounting estimates

The Group makes estimates and assumptions concerning the future that will, by definition, seldom equal actual results. The
following are the estimates and judgments applied by management that most significantly affect the Group's financial
statements. These estimates and judgments have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

Exploration and evaluation assets: The carrying value of the Group's mineral property is reviewed by management
quarterly, or whenever events or circumstances indicate that its carrying amount may not be recovered. If impairment is
determined to exist, the carrying value will be written down to the recoverable amount.

Changes in accounting policies

The Group has adopted the following new and revised standards, along with any consequential amendments, effective
January 1, 2014:

IFRIC 21 - Levies imposed by governments: In May 2013, the IASB issued IFRIC 21, Levies, an interpretation of IAS 37,
Provisions, Contingent Liabilities and Contingent Assets, on the accounting for levies imposed by governments. IAS 37 sets
out criteria for the recognition of a liability, one of which is the requirement for the entity to have a present obligation as a
result of a past event (“obligating event”). IFRIC 21 clarifies that the obligating event that gives rise to a liability to pay a
levy is the activity described in the relevant legislation that triggers the payment of the levy. IFRIC 21 is effective for annual
periods commencing on or after January 1, 2014. The adoption of IFRIC 21 had no impact on the Group’s financial
statements.

Accounting standards issued but not yet applied

The IASB has issued new and amended standards and interpretations which have not yet been adopted by the Group. The
following is a brief summary of the new and amended standards and interpretations which may impact the Group in the
future:

IFRS 9 — Financial Instruments: IFRS 9 Financial Instruments (“IFRS 9”) replaces IAS 39 Financial Instruments: Recognition
and Measurement (“IAS 39”). IFRS 9 uses a single approach to determine whether a financial asset is measured at
amortized cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity
manages its financial instruments in the context of its business model and the contractual cash flow characteristics of the
financial assets. The new standard also requires a single impairment method to be used, replacing the multiple impairment
methods in IAS 39. The Group plans to adopt IFRS 9 effective January 1, 2018.

Equipment and exploration and evaluation assets

Lik
mineral
property Equipment
Opening net book value at January 1, 2013 $ 12,659,085 $ 75,770
Additions 1,156,382 -
Depreciation for the year - (21,618)
Net book value at December 31, 2013 $ 13,815,467 $ 54,152
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ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013

In US dollars
Lik
mineral
property Equipment
Cost $ 13,815,467 $ 346,019
Accumulated depreciation - (291,867)
Net book value at December 31, 2013 $ 13,815,467 $ 54,152
Opening net book value at January 1, 2014 $ 13,815,467 $ 54,152
Additions 1,310,433 865
Depreciation for the year - (15,421)
Net book value at December 31, 2014 $ 15,125,900 $39,596
Cost $ 15,125,900 S 346,884
Accumulated depreciation - (307,288)
Net book value at December 31, 2014 $ 15,125,900 $39,596

Lik Property

The Group is participating in the exploration and development of the Lik property through a joint arrangement with Teck
American, Inc. (“Teck American”), a wholly owned subsidiary of Teck Resources Limited. The Group acquired its interest in
the joint arrangement in June 2007 by making a cash payment of $20,000,000 and granting a 2% net proceeds interest.

The Group is the operator of the joint arrangement and holds a 50% interest in the project. The Group has the right to form a
joint venture with Teck American and increase its interest to 80% by incurring qualifying exploration expenditures on or
before January 27, 2018. The terms of the joint arrangement are governed by the Lik Block Agreement, signed in 1983, which
specified an amount of $25.0 million of qualifying expenditures to be adjusted annually for inflation, and which amount is
currently estimated to be approximately $44.6 million. As of December 31, 2014 a total of $21.3 million has been incurred in
exploration expenditures pursuant to the terms of the Lik Block Agreement.

Once the Group satisfies this expenditure obligation, Teck American has a onetime election to (i) maintain the 20% interest
which shall become a participating interest pursuant to a joint venture agreement with a pro rata sharing of the pre-existing
1% net profits interest, or (ii) transfer its interest in exchange for a 2% net smelter return royalty interest such that the Group
would become the holder of a 100% undivided interest in the Lik property subject only to the pre-existing 1% net profits
interest, the 2% net proceeds royalty and the 2% net smelter return royalty.

Acquisition and deferred exploration expenditures made by the Group are as follows:

-13 -



ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

Balance Balance

December 31, 2014 December 31,

2013 Expenditures 2014

Deferred exploration

Administration and insurance $ 547,332 S 43,427 $ 590,759
Assays/analysis 686,317 94,709 781,026
Camp, freight and logistics 1,826,716 82,282 1,908,998
Drilling 4,103,733 8,831 4,112,564
Engineering and other studies 2,913,655 620,277 3,533,932
Environmental 2,069,199 322,182 2,391,381
Geological 908,021 25,825 933,846
Reclamation 15,000 7,500 22,500
Share based compensation 469,400 105,400 574,800
13,539,373 1,310,433 14,849,806

Acquisition 20,276,094 - 20,276,094
Write-downs (20,000,000) - (20,000,000)
Total deferred property expenditures $ 13,815,467 $1,310,433 $ 15,125,900

Share capital

The Company’s common shares began trading on the Toronto Stock Exchange on December 19, 2007 under the symbol
“ZAZ”. The Company is authorized to issue an unlimited number of Common Shares with no par value and an unlimited
number of Special Voting Shares with no par value. At December 31, 2014 the Company had 47,909,051 shares (2013 —
45,624,051 shares) issued and outstanding.

Stock options and share based compensation

Average

Number of exercise price

options (CDNS$)

Opening balance at January 1, 2013 3,875,000 $0.59
Granted 2,190,000 0.75
Exercised (350,000) 0.30
Expired (50,000) 1.25
Cancelled (1,190,000) 1.19
Balance at December 31, 2013 4,475,000 $0.52
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ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

Average
Number of exercise price
options (CDNS)
Opening balance at January 1, 2014 4,475,000 $0.52
Granted 2,200,000 0.60
Exercised (2,285,000) 0.30
Balance at December 31, 2014 4,390,000 $0.67
The stock options outstanding at December 31, 2014 expire as follows:
Market value of
shares at time of
Number Exercise price grant Vested and
Expiry Date outstanding (CDNS) (CDNS) exercisable
May 2018 1,000,000 0.80 0.70 1,000,000
November 2018 1,190,000 0.70 0.60 793,334
May 2019 2,200,000 0.60 0.55 733,334
Total stock options outstanding 4,390,000 2,526,668

Under the terms of the employment agreements between the Group and its senior officers, an officer’s unvested stock
options will vest immediately and become exercisable if the agreement is terminated by the Group, or if the officer so elects
within 120 days of a change of control of the Group.

On May 9, 2014 the Company granted 2,200,000 stock options to directors and officers. These stock options were granted
pursuant to the Company’s stock option plan with a term of five years and an exercise price of CDNS0.60 per share.

The Company recognizes stock based compensation over the vesting period of the underlying options using the fair value
calculated by the Black-Scholes option pricing model.

The options granted in May 2014 will vest during the period May 2014 through November 2015. Their weighted average fair
value of CDN$0.41 was estimated on the date of grant using the Black-Scholes option pricing model based on the following
assumptions:

Expected dividend yield 0%
Expected stock price volatility 105%
Risk free rate 1.50%
Expected life of options 5 years

Option pricing models require the input of highly subjective assumptions including expected price volatility. Changes in the
subjective input assumptions can materially affect the fair value estimate, and therefore the existing models do not
necessarily provide a reliable single measure of the fair value of the Company’s stock options granted and/or vested during
the period.
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ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

Income taxes

A reconciliation of income taxes at statutory rates is as follows:

Year Year

ended ended

December 31, December 31,

2014 2013

Accounting loss before taxes $1,943,836 $1,643,721
Tax recovery at the statutory rate of 26% (2013 — 26%) $ 505,400 $ 427,400
Share based compensation and other non deductible costs (216,900) (134,400)
Effect of changes in tax rates, foreign exchange and other (282,500) (138,000)
Unrecognized deferred tax assets (6,000) (155,000)
Income tax expense S- S-

Deferred income taxes arise from temporary differences in the recognition of income and expenses for financial reporting
and tax purposes. The significant components of deferred income tax assets and liabilities at December 31, 2014 and 2013

are as follows:

December 31,

December 31,

2014 2013
Non-capital losses $ 3,105,100 $ 3,086,900
Equity issue costs 51,900 73,900
Total unrecognized deferred income tax assets $ 3,157,000 $ 3,160,800

The Group has approximately CDN$13,700,000 of non-capital losses for Canadian tax purposes and $98,200 of non-capital
losses for US tax purposes that expire between 2026 and 2034. Certain of the Group’s losses are restricted in their use.

Compensation of key management

The remuneration of directors and other members of key management personnel included:

Year ended Year ended

December 31, December 31,

2014 2013

Salaries, consulting fees and directors’ fees $ 557,385 $ 561,507
Short-term employee benefits 38,809 41,343
Stock based compensation 1,019,400 606,700
Total compensation of key management $ 1,615,594 $ 1,209,550

Key management personnel were not paid post-employment benefits, termination benefits or other long-term benefits

during the periods ended December 31, 2014 and 2013.
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ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

Related party transactions

Balances between the Company and its subsidiary have been eliminated on consolidation and are not disclosed in this note.

Related party

Nature of transactions

Peterson Law Professional Corporation @ Legal fees
Peterson & Company, LLC w Legal fees
Lincoln Mining Corp. @ Office rent

@ A company owned or controlled by one of the Company’s directors
@ A company whose officer and director is a director of the Company

The Group incurred fees and expenses with the above mentioned related parties. Related party transactions also include
directors’ fees and are in the ordinary course of business, occurring on terms that are similar to those of transactions with

unrelated parties.

Year ended Year ended

December 31, December 31,

2014 2013

Legal fees expensed $ 5,900 $19,817
Legal fees capitalized to exploration and

evaluation assets 2,461 -

Office rent 22,177 22,233

Directors’ fees 72,384 76,507

Total related party transactions $ 102,922 $ 118,557

At the period end, the Group had the following outstanding balances payable to related parties:

December 31,

December 31,

2014 2013
Directors’ fees $ 15,744 $17,173
See also note 13 — Subsequent Events.
Commitments
The following is a summary of the Group’s contractual obligations and commitments as at December 31, 2014:
2016 - 2019 - 2021 and
Total 2015 2018 2020 beyond
Lik project — USS $798,871 $ 548,871 - - $250,000
Office operation leases — CDN$ 12,574 9,137 S 3,437 - -
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ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013
In US dollars

The Department of Natural Resources of the State of Alaska requires the Group, as operator of the Lik project, to post a
$250,000 bond to cover any future reclamation activities necessary upon the abandonment of the mining claims that make
up the project. The Group has contracted with a surety bond company to provide this bond.

The Group has entered into employment agreements with its senior officers for an aggregate of $40,417 per month. These
agreements can be terminated by the Group at any time, or by the officer within 120 days of a change of control of the
Group, subject to the payment of a lump sum amount ranging between one month and one year’s salary. At such time any
outstanding stock options will immediately vest and, upon the officer’s request, the Group will provide an interest free loan
for up to six months to exercise any stock options, with the shares held by the Group as collateral. Salary amounts are
reviewed annually by the Compensation Committee of the Board of Directors.

Financial instruments

The Group’s financial instruments are classified into the following categories and the following table shows their carrying
values.

December 31, December 31,

2014 2013

Loans and receivables $ 269,539 $1,821,770

Financial liabilities at amortized cost 147,672 216,478
@ Consists of:

Cash and cash equivalents — US currency 9,324 680,189

Cash and cash equivalents — CDN currency 260,215 1,141,581

The Group is exposed to certain financial risks, including currency risk, liquidity risk and credit risk.

Capital Risk Management

The Group’s objectives of capital management are intended to safeguard the entity's ability to support the Group’s normal
operating requirements on an ongoing basis, continue the development and exploration of its mineral properties and
support any expansionary plans.

The capital structure of the Group consists of equity attributable to shareholders. The Group manages the capital structure
and makes adjustments in light of changes in economic conditions and the risk characteristics of the Group’s assets.

To effectively manage the entity’s capital requirements, the Group has in place a planning and budgeting process to help
determine the funds required to ensure the Group has the appropriate liquidity to meet its operating and growth
objectives. The Group has historically relied on issuance of shares to develop the project and may be obliged to do so again
in the future.

Currency risk

The Group’s financial assets and liabilities consist of cash and cash equivalents, trade receivables and trade payables, some
of which are denominated in Canadian dollars. The Group is exposed to financial gain or loss as a result of foreign exchange
movements by the Canadian dollar against the US dollar.

In addition to costs denominated in US dollars, the Group also incurs general and administrative costs denominated in
Canadian dollars. Accordingly, the Group’s general and administrative costs are affected by changes in the foreign
exchange rate of the Canadian dollar. The Group has elected not to hedge its exposure to fluctuations in the Canadian
dollar by buying fixed rate forward contracts in Canadian dollars.

The Group was exposed to currency risk through the following assets and liabilities denominated in Canadian dollars:
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ZAZU METALS CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2014 and 2013

In US dollars
December 31, December 31,
2014 2013
(CDNS) (CDNS$)
Loans and receivables $ 301,876 $1,214,186
Financial liabilities at amortized cost (81,376) (154,882)

Based on the net exposures in the preceding table as at December 31, 2014, and assuming that all other variables remain
constant, a 10% appreciation or depreciation of the Canadian dollar against the US dollar would result in an
increase/decrease of $19,000 (2013 — $99,600) in the Group’s net loss.

Liquidity risk
Liquidity risk is the potential that the Group will be unable to meet its obligations as they come due because of an inability
to liquidate assets or obtain adequate funding. The Group manages liquidity risk through the management of its capital
structure. The Group manages and makes adjustments to the capital structure as opportunities arise in the marketplace or
as and when funding is required. Historically the Group’s primary source of funding has been the sale of equity securities

for cash. The Group is not in commercial production on the Lik property and, accordingly, it does not generate cash from
operations. See Note 1 for going concern discussion.

Trade and other payables are all due within the current operating period.

Credit risk

The Group’s credit risk arises from the non-performance by counterparties to fulfill their contractual obligations. The
Group’s maximum exposure to credit risk is limited to its cash and cash equivalents and trade and other receivables.

The Group mitigates its credit risk on its cash and cash equivalents by maintaining its funds in bank and investment
accounts in one of Canada’s largest financial institutions that holds a Standard & Poor’s senior debt credit rating of AA-.

Cash and cash equivalents and trade and other receivables at December 31, 2014 and December 31, 2013 were neither
past due nor impaired and have no history of overdue payments.

The maximum credit risk exposure at December 31, 2014 and December 31, 2013 is limited to the carrying value of the
cash and cash equivalents and trade and other receivables at the period end.

12. Segment reporting

13.

The Group currently operates in one business segment, being the exploration and development of mineral properties. The
Group’s non-current assets at December 31, 2014 and December 31, 2013 by geographic areas are as follows:

Canada United States Total
Non-current assets at December 31, 2013 $9,304 $ 13,860,315 $ 13,869,619
Non-current assets at December 31, 2014 7,867 15,033,835 15,041,702

Subsequent events

In February 2015, the Chief Executive Officer loaned the Group $150,000. The loan is unsecured and payable on demand,
with interest calculated at 6% per year and paid monthly and is intended to provide working capital while a larger financing is
pursued.
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