
DISCOVERY VENTURES INC. 

Management’s Discussion and Analysis of Financial Condition and Results of Operations for 
the Three Months Ended March 31, 2013 

General 
The following discussion and analysis should be read in conjunction with the unaudited financial statements 
for the three months ended March 31, 2013 and the audited financial statements and notes for fiscal years 
ended December 31, 2012 and 2011.  All monetary amounts, unless otherwise indicated, are expressed in 
Canadian dollars.  Additional information relating to the Company can be found on the SEDAR website at 
www.sedar.com. 
 
The Management Discussion and Analysis was approved by the Board of Directors of the Company on May 
22, 2013. 
 
The Company’s head office and principal address is 900 – 570 Granville Street, Vancouver, BC, V6C 
3P1. 
 
The financial statements have been prepared in accordance with International Financial Reporting 
Standard (“IFRS”) issued by the International Accounting Standards Board (“IASB”) and Interpretations of 
the International Financial Reporting Interpretations Committee (“IFRIC”).   
 
These financial statements have been prepared on a historical cost basis except for certain financial 
instruments which are measured at their fair value as explained in the accounting policies set out below.  
In addition, these financial statements have been prepared using the accrual basis of accounting. 
 
All prices are in Canadian dollars unless otherwise stated. 

Forward-Looking Statements 
Certain statements contained in this document constitute “forward-looking statements”. When used in this 
document, the words “may”, “would”, “could”, “will”, “intend”, “plan”, “propose”, “progressing”, “anticipate”, 
“believe”, “forecast”, “estimate”, “expect” and similar expressions, as they relate to the Company or its 
management, are intended to identify forward-looking statements. Such statements reflect the Company’s 
current views with respect to future events and are subject to certain risks, uncertainties and assumptions. 
Many factors could cause the Company’s actual results, performance or achievements to be materially 
different from any future results, performance or achievements that may be expressed or implied by such 
forward-looking statements. Given these risks and uncertainties, readers are cautioned not to place undue 
reliance on such forward-looking statements.  

Forward-looking statements are necessarily based upon a number of estimates and assumptions that, 
while considered reasonable by the Company, are inherently subject to significant business, economic 
and competitive uncertainties and contingencies. Known and unknown risks, uncertainties and other 
factors, many of which are beyond the Company’s ability to predict or control could cause actual results 
to differ materially from those contained in the forward-looking statements. which include, without 
limitation, commodity price volatility, changes in debt and equity markets, the uncertainties involved in 
interpreting geological data, increases in costs, environmental compliance and changes in environmental 
legislation and regulation, interest rate and exchange rate fluctuations, general economic conditions and 
other risks involved in the mineral exploration and development industry, the ability of the Company to 
receive continued financial support from related parties and to obtain public equity financing, the ability to 
generate profitable operations in the future, and the receipt of regulatory approvals on acceptable terms. 
Readers are cautioned that the foregoing list of factors is not exhaustive of the factors that may affect the 
forward-looking statements. 

Overview 
The Company was incorporated on October 13, 1999 under the laws of British Columbia under the name 
593960 British Columbia Ltd. and was inactive during the fiscal years 1999 to 2007.  Commencing in the fiscal 
year 2008, the Company was reactivated with the purpose of assessing exploration opportunities in western 
Canada.  On February 28, 2008 the Company changed its name to Discovery Ventures Inc. to better reflect a 
change in the focus of its principal business to the exploration of mineral interests. 

The Company’s common shares were approved for listing on the TSX Venture Exchange and 
commenced trading on October 30, 2009.  



 
The Company is a natural resource company engaged in the acquisition and exploration of mining 
properties.  The Company’s main emphasis was on the exploration for gold in the Similkameen Mining 
Division Province of British Columbia, where the Company has an interest in the Rabbitt Mine Property 
which is located in the Similkameen Mining Division, 10 km west of Tulameen, British Columbia.  The 
Rabbitt Mine Property is more specifically described below under the heading “Interest in Mineral 
Property”.  The Rabbitt Mine Property consists of 19 mineral claims. To March 31, 2013, the Company 
has spent $254,827, net of Mining Exploration Tax Credits received of $17,699 (December 31, 2012 - 
$272,526) on the exploration of the Rabbitt Mine Property.  
 
During fiscal 2010 Company acquired 30 claims located in the Lillooet Mining Division, British Columbia 
in consideration for $15,000 (paid) and 1,000,000 shares (issued), subject to a 2% Net Smelter Return 
Royalty.  The Company has a further option to purchase one-half of the Net Smelter Return Royalty for 
$1.5 million.  As at March 31, 2013 the Company has incurred assessment work in the amount of 
$51,935  
 
The Company entered into an option agreement dated December 3, 2010 (amended December 22, 
2010) whereby it may acquire an 80% undivided interest in 4 mining concessions situated approximately 
20 kilometres southeast of Moctezuma, Sonora, Mexico in exchange for an immediate cash payment of 
$25,000 (paid).  The Company received regulatory approval on April 1, 2011 and satisfied its initial 
commitments pursuant to the agreement by issuing $225,000 USD ($218,112 Cdn) and 1,000,000 of the 
Company’s common shares at a deemed value of $0.38 per share.  
 
Pursuant to an agreement dated March 30, 2012 the Company has been granted an exclusive right and 
option to earn a 50% interest in the Big Creek Property, British Columbia, pursuant to which on May 5, 
2012 the Company issued 400,000 common shares for mineral acquisition costs at a fair value of $0.23 
per share and on January 8, 2013 isued an additional 400,000 common shares at a fair valu of $0.25 per 
share. (see Big Creek Property – “Interest in Mineral Properties”). 
 
During the fiscal year ended December 31, 2012 the Company issued 3,442,597 common shares upon 
the exercise of warrants at $0.20 per share. 
 
Pursuant to an option agreement dated November, 13, 2012 the Company has agreed to acquire up to 
an 80% interest in the Willa property, consisting of 5,328 hectares located in the Slocan Mining Division, 
British Columbia, subject to a 2.5% NSR.  The Company will make payments consisting of $3,000,000 
and 18,000,000 common shares of the Company and incur expenditures totaling $1,500,000 on or before 
February 20, 2016. $50,000 of which was paid upon execution of the Option Agreement and $150,000 
and 1,000,000 common shares (at a fair value of $0.24 per share)  in the capital of the Company were 
paid and issued upon receipt of the TSX Venture Exchange (“TSXV”) approval on February 19, 2013. 
See “Willa Deposit”, below.  
 
On November 30, 2012 the Company issued 7,108,000 units and 622,600 Agent warrants, and on 
December 7, 2012 issued 2,460,000 units and 188,000 Agent warrants, pursuant to brokered private 
placements consisting of 9,568,000 units at $0.25 per unit.  Each unit consists of one common share and 
one share purchase warrant exercisable over 5 years, at a price of $0.35 per common share in the first 
year, $0.40 in the second year and $0.45 per common share from the third to the fifth year.  
 
On January 8, 2013 the Company issued 50,000 common shares to a consultant upon the exercise of 
stock options exercisable at a price of $0.235 per share for net proceeds in the amount of $11,750.  
 

Selected Annual Information 
.  

    2012    2011    2010 

 $     $     $     

Interest Income 2,672 1,750 815 

Loss before income tax 480,847 1,587,787 350,482 

Net Loss 480,847 1,587,787 350,482 



Total assets 3,652,014 1,117,474 1,532,123 

Earnings per share (0.02) (0.09) (0.03) 

Interest in Mineral Properties 
 

    March 31, December 31, 
As at    2013 2012 

    $ $ 
Acquisition costs      

Rabbitt Mine Property   198,042 198,042
Bralorne Mineral Property   265,000 265,000
Big Creek Property   192,000 92,000
Willa Deposit   537,649 102,607
Balance, end of period   1,192,691 657,649

    
Exploration costs    

Rabbitt Mine Property  254,827 254,827
Bralorne Mineral Property  51,935 51,935
Big Creek Property  62,049 62,049
Balance, end of period  368,811 368,811

Total Acquisition and Exploration  1,561,502 1,026,460 

 
Rabbitt Mine Property  
 
As at April 28, 2008, the Company signed an option agreement, whereby it may acquire a 100% 
undivided interest in 4 mineral claims situated in the Similkameen Mining Division, British Columbia in 
exchange for an immediate cash payment of $15,000 (paid) and the following future consideration. 
a. $20,000 (paid) and 200,000 of the Company’s common shares (issued) no later than 15 days 

after the date the Company’s shares are listed, posted and called for trading on the TSX Venture 
Exchange (TSX initial trading date – October 30, 2009). 

b. $25,000 (paid) no later than October 30, 2010. 
c. $25,000 (paid) no later than October 30, 2011. 
d. $30,000 (paid) no later than October 30, 2012. 
 
The Agreement is subject to 2% Net Smelter Return Royalty payable by the Company to the Optionor.  
The Company has the option to purchase the 2% Net Smelter Return Royalty at a purchase price of 
$1,000,000 per percentage point during the five year period commencing from that date upon which the 
Property is put into commercial production. 
 
As at May 27, 2008, the Company signed an option agreement, whereby it may acquire a 100% 
undivided interest in 15 mineral claims situated in the Similkameen Mining Division, British Columbia in 
exchange for an immediate cash payment of $5,000 (paid) and the following future consideration. 
 
a. $10,000 (paid) no later than 15 days after the date the Company’s shares are listed, posted and 

called for trading on the TSX Venture Exchange (TSX initial trading date – October 30, 2009). 
b. $10,000 (paid) no later than October 30, 2010. 
c. $10,000 (paid) no later than October 30, 2011. 
d. $15,000 (paid) no later than October 30, 2012. 
 
The Agreement is subject to 2% Net Smelter Return Royalty payable by the Company to the Optionor.  
The Company has the option to purchase the 2% Net Smelter Return Royalty at a purchase price of 
$1,000,000 per percentage point during the five year period commencing from that date upon which the 
Property is put into commercial production. 
 

 
  Three months 

ended 
Year 

ended 
   March 31, December 31, 
Acquisition costs   2013 2011 

   $ $ 
    
 Balance, beginning of period  198,042 153,042 



  Additions during the period    
      Property option payments  - 45,000 
 Balance, end of period  198,042 198,042 

 
 Three months 

ended 
Year 

ended 
 March 31, December 31, 
Exploration costs 2013 2011 

 $ $ 
    
 Balance, beginning of year 254,827 272,526   
  Additions during the year    
    Mining tax credit - (17,699) 
        - (17,699) 

 Balance, end of period     254,827      254,827 

 
Bralorne Mineral Property, Lillooet Mining Division, British Columbia 
 
The Company acquired 30 claims located in the Lillooet Mining Division, British Columbia in 
consideration for $15,000 (paid) and 1,000,000 shares (issued), subject to a 2% Net Smelter Return 
Royalty.  The Company has a further option to purchase one-half of the Net Smelter Return Royalty 
for $1.5 million.   
 

 
 Three months 

ended 
Year 

ended 
  March 31, December 31, 
Acquisition costs  2013 2012 
   $ $ 
     
 Balance, beginning of period   265,000   265,000 
     
  Additions during the period       -      - 
 Balance, end of period  265,000   265,000 

 

 
 Three months 

ended 
Year 

ended 
  March 31, December 31, 
Exploration costs  2013 2012 
   $ $ 
     
 Balance, beginning of year  51,935 51,935 
     
  Additions during the year   - - 
 Balance, end of period  51,935 51,935 

 
Big Creek Property, British Columbia 

Pursuant to an agreement dated March 30, 2012 the Company been granted an exclusive right and 
option to earn a 50% interest in the Big Creek property.  The Company will make payments totaling 
$250,000 in expenditures and 1,200,000 common shares of the Company on or before July 1, 2014 
as follows: 
 

(i) Issue shares: 
(a) 400,000 common shares in the capital of the Company on or before five days 

from the date of the TSX Venture Exchange (“TSXV”) approval (the “Approval 
Date”) (issued); 

(b) 400,000 common shares in the capital of the Company on the date that is six 
months from the Approval Date (issued subsequent to December 31, 2012); and 

(c) 400,000 common shares in the capital of the Company on the first anniversary of 
the Approval Date; 
 

(ii) Expend $250,000 in exploration expenditures on the Property as follows: 



(a) $75,000 (expended) on or before July 1, 2012; 
(b) $87,500 on or before July 1, 2013; and 
(c) $87,500 on or before July 1, 2014; 

 
The Company has entered into a Service Agreement dated May 10, 2012, with a Contractor to 
conduct an exploration program on the Big Creek Property, pursuant to which it has paid an initial 
sum of $37,500 upon signing, representing 50% of the work program, with a further $30,000 (paid) to 
be paid on completion of seven days of field work, and a final payment of $7,500 (paid) on 
presentation of the final Project Report.     

 

 
 Three months 

ended 
Year 

ended 
  March 31, December 31, 
Acquisition costs  2013 2012 
   $ $ 
     
 Balance, beginning of period   92,000    -   
     
  Additions during the period      
      Property option payments – for shares 100,000 92,000 
 Balance, end of period  192,000 92,000 

 

 
 Three months 

ended 
Year 

ended 
  March 31, December 31, 
Exploration costs  2013 2012 
   $ $ 
     
 Balance, beginning of period  62,049 - 
     
  Additions during the period      
      Assays   - 397 
      Geophysical survey  - 54,637 
      Equipment rental  - 1,321 
      Food and lodging  - 5,341 
      Project management  - 3,708 
      Prospecting/Sampling  - 10,500 
      Transportation  - 1,964 
      Mining tax credit  - (15,819) 
 Balance, end of period  62,049 62,049 
 
Willa Deposit, British Columbia 
 
Pursuant to an option agreement dated November, 13, 2012 the Company has agreed to acquire up 
to an 80% interest in the Willa property, consisting of 5,328 hectares located in the Slocan Mining 
Division, British Columbia, subject to a 2.5% NSR.  The Company will make payments consisting of 
$3,000,000 and 18,000,000 common shares of the Company and incur expenditures totaling 
$1,500,000 on or before February 20, 2016 as follows: 

 
(i) Issue shares and cash payments: 

(a) $50,000 upon execution of the Option Agreement (paid); 
(b) $150,000 and 1,000,000 common shares in the capital of the Company on or 

before five days from the date of the TSX Venture Exchange (“TSXV”) approval 
(the “Approval Date”) (paid and issued);   

(c) $350,000 and 4,000,000 common shares in the capital of the Company on the 
first anniversary of the Approval Date; 

(d) $1,000,000 and 6,000,000 common shares in the capital of the Company on 
the second anniversary of the Approval Date; and 

(e) $1,450,000 and 7,000,000 common shares in the capital of the Company on 
the third anniversary of the Approval Date. 

 
(ii) Expend $1,500,000 in exploration expenditures on the Property as follows: 



(a) $500,000 on or before the first anniversary of the Approval Date; 
(b) $500,000 on or before the second anniversary of the Approval Date; and 
(c) $500,000 on or before the third anniversary of the Approval Date. 

 
  March 31, December 31, 
Acquisition costs  2013 2012 
   $ $ 
     
 Balance, beginning of period                102,607   

     
-  

     
  Additions during the period      
      Property option payments – for cash              150,000           50,000 
   - for shares              240,000 -  
      Additional acquisition costs  45,042* 52,607* 
                 435,042        102,607 
      
 Balance, end of period              537,649        102,607 

 
        * Relates to geological consulting cost incurred as part of mineral property acquisition cost. 

 

Results of Operations  
 
During the three months ended March 31, 2013, the Company had a net loss of $(294,247) or $(0.01) per 
share compared with a loss of $(83,868) or $(0.01) per share for the three months ended March 31, 
2012.  
 
The major expenditures recorded during the three months ended March 31, 2013 were incurred for 
consulting fees with respect to property acquisitions and business financings (see “Commitments”), for 
filing and transfer agent fees incurred as a result of activities related to the maintenance of the 
Company’s public listing, filing fees with respect to property acquisitions and corporate financing, and for 
professional fees incurred for legal, audit and accounting fees related to maintenance of the Company’s 
TSX listing, property acquisitions and corporate financing.    Office expenses are incurred for the 
maintenance of the Company’s office.  Project investigation relates to expenditures incurred with respect 
potential property acquisitions.  Share based payments of $nil (2012 - $18,460) were recognized during 
the period. This is a non-cash expense which records the fair value of incentive stock options granted to 
directors, officers and consultants. Travel and related expenses were incurred by various directors and 
consultants for travel to business meetings. 
 
Consulting fees of $77,500 were incurred in 2013 compared to $32,967 in 2012.  Filing and transfer agent 
fees increased to $43,357 compared to $5,526 in 2012 due to current and past property acquisitions and 
financings. Professional fees of $58,788, included $48,788 of legal fees and $10,000 of fees paid to the 
Company`s Chief Financial Officer for accounting, financial and administrative related services.   Project 
investigation fees of $nil were incurred in 2013 compared to $18,559 in 2012.  Management and 
administration fees of $37,200 were incurred in the three months ended March 31, 2013, of which $4,400 
was paid to the Company’s President and $32,800 for other administrative services.  The Company 
incurred rent for office premises in the amount of $7,500 and $3,293 for office and miscellaneous 
expenses.  The Company entered into an agreement with a third party to provide strategic planning 
services at a rate of $4,500 per month and incurred $13,500 in total for the three months ended March 
31, 2013.   The Company also committed to two agreements with third parties to provide website 
maintenance and communication services for $5,000 and $3,500 per month respectively.  As such, when 
combined with amounts paid to other service providers, the Company incurred $11,739 for shareholder 
communications and $27,300 for website maintenance services.  Travel and related expenditures 
incurred by directors and consultants to attend business meetings and to promote the Company`s 
business activities amounted to $18,777 in the three months ended March 31, 2013.  Interest earned 
from funds placed on deposit was $4,970 compared to $380.  The increased amount earned during the 
period was due to higher balances being maintained by the Company in the form of interest bearing 
Guaranteed Investment Certificates. 



Operating Expenses  
 
Amounts by major sub-category are as follows: 
 

  Three months ended 
March 31, 

   2013 2012 
   $ $ 

General and Administrative Expenses  
Amortization  138 59
Bank charges  125 65
Consulting 77,500 32,967
Filing and transfer agent fees 43,357 5,526
Management and administration 37,200 -
Office and miscellaneous 3,293 -
Professional fees 58,788 8,262
Project investigation - 18,559
Rent 7,500 -
Share based payments (Note 5) - 18,460
Shareholder communications 11,739 230
Strategic planning 13,500 -
Travel and promotion  18,777 -
Website maintenance 27,300 120
      

    
 299,217 84,248

 
Other income   

  

Interest income 4,970 380
  

 
Net loss for the period (294,247) (83,868)

 

Going-Concern 
The Company emphasises that attention should be drawn to 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.  These financial statements have been prepared using accounting principles 
applicable to a going concern which assumes the Company will continue in operation for the foreseeable 
future and will be able to realize its assets and discharge its liabilities in the normal course of business 
rather than through a process of forced liquidation. The recoverability of capitalized costs is uncertain and 
dependent upon projects achieving commercial production or sale.  The ability of the Company to carry 
out its business objectives dependent on the Company’s ability to receive continued financial support 
from related parties, to obtain public equity financing, or to generate profitable operations in the future. 
 

 March 31,  December 31 
 2013 2012 
   

Deficit   $    (3,056,468)  $    (2,762,221) 
Working capital  $     1,643,541 $     2,190,442 

 
Basis of presentation 
The financial statements have been prepared in accordance with International Financial Reporting 
Standard (“IFRS”) issued by the International Accounting Standards Board (“IASB”) and Interpretations of 
the International Financial Reporting Interpretations Committee (“IFRIC”).   
 
These financial statements have been prepared on a historical cost basis except for certain financial 
instruments which are measured at their fair value as explained in the accounting policies set out below.  
In addition, these financial statements have been prepared using the accrual basis of accounting. 
 



Property and equipment 
Property and equipment are recorded at cost less accumulated depreciation and impairment losses.  
Equipment is depreciated to write off the cost of assets to operations using declining balance method 
over their estimated useful life at the following annual rates: 
 

Computer Equipment  - 30% 
Mining Equipment - 30% 

 
 

 
*Mining equipment was not available for use as at March 31, 2013 and December 31, 2012 and no amortization has been 
provided. 

 
Exploration and evaluation assets 
The Company is in the exploration stage with respect to its investment in mineral interests.  Accordingly, 
once a license to explore an area has been secured, the Company follows the practice of capitalizing all 
costs relating to the acquisition of, exploration for and development of exploration and evaluation assets 
and crediting all revenues received against the cost of the related interests.  Such costs, include, but are 
not limited to, geological and geophysical studies, exploratory drilling and sampling.  At such time as 
commercial production commences, these costs will be charged to operations on a unit-of-production 
method based on proven and probable resources.  The aggregate costs related to abandoned 
exploration and evaluation assets are charged to operations at the time of any abandonment or when it 
has been determined that there is evidence of a permanent impairment.   
 
The recoverability of amounts shown for exploration and evaluation assets is dependent up on the 
discovery of economically recoverable resources, the ability of the Company to obtain financing to 
complete development of the properties, and on future production or proceeds of disposition.  The 
Company recognized as income any costs recovered on exploration and evaluation assets when 
amounts received or receivable are in excess of the carrying amount. 
 
Upon transfer of exploration and evaluation costs into mine development, all subsequent expenditures on 
the construction, installation or completion of infrastructure facilities is capitalized within mine 
development. After production starts, all assets included in mine development costs are transferred to 
producing mines. 
 
Mining Tax Credit 
Mining tax credits are recorded in the accounts when there is reasonable assurance that the Company 
has complied with, and will continue to comply with, all conditions needed to obtain the credits.   These 
non-repayable mining credits are earned in respect to exploration costs incurred in British Columbia, 
Canada and are recorded as a reduction of the related exploration expenditures. 
 
Impairment of non-financial assets 
The Company reviews and evaluates its property, including exploration and evaluation assets and 
property and equipment for indications of impairment when events or changes in circumstances indicate 
that the related carrying amount may not be recoverable or at least at the end of each reporting period.  
The asset’s recoverable amount is estimated if an indication of impairment exists. 
 
Impairment loss is recognized when the carrying amount of an asset exceeds its recoverable amount.  
For an asset that does not generate largely independent cash inflows, the recoverable amount is 
determined for the cash-generating unit to which the asset belongs.  The cash-generating unit is the 
smallest identifiable group of assets that generates cash inflows that are largely independent of the cash 
inflows of other assets or groups of assets.  Future cash flows are estimated based on expected future 
production, commodity prices, operating costs and capital costs.   

 March 31, 2013  December 31,  2012 

 Cost Accumulated 
amortization

Net Book 
Value

Cost Accumulated 
 amortization 

Net Book 
Value

Computer equipment $     1,606 $ 1,19 $        414 $       1,606  $     81 $788 
Mining equipment 464,478 - 464,478* 394,978 - 394,978*
 $ 466,084 $ 1,19 $   464,892 $ 396,584 $ 1,05 $ 395,530



 
The recoverable amount is the greater of the asset’s fair value less costs to sell and value in use.  In 
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects the current market assessment of the time value of money and the risks 
specific to the asset.  Impairment losses reducing the carrying value to the recoverable amount are 
recognized in profit and loss. 
 
An impairment loss is reversed if there is an indication that there has been a change in the estimates 
used to determine the recoverable amount.  An impairment loss is reversed only to the extent that the 
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of 
depreciation, if no impairment loss had been recognized. 
 
Share based payments 
The Company’s Stock Option Plan allows directors, officers and consultants to acquire shares of the 
Company in exchange for the options exercised.  The fair value of share options granted to employees is 
recognized as an expense over the vesting period using the graded vesting method with a corresponding 
increase in equity. An individual is classified as an employee when the individual is an employee for legal 
or tax purposes (direct employee) or provides services similar to those performed by a direct employee, 
including directors of the Company.  
 
The fair value is measured at the grant date and recognized over the period during which the options vest. 
The fair value of the options granted is measured using the Black-Scholes option-pricing model, taking 
into account the terms and conditions upon which the options were granted. At each financial position 
reporting date, the amount recognized as an expense is adjusted to reflect the actual number of share 
options that are expected to vest based on estimate of forfeiture rate. 
 
The compensation cost of stock options granted to consultant is initially measured at fair value of the 
awards at the grant date and periodically remeasured to fair value until the consultant’s performance is 
complete, and recognised over the periods during which the consultant become unconditionally entitled to 
the options. The compensation cost is charged to income with a corresponding increase to share-based 
payment reserve. 

 
New Accounting Standards and Interpretations 
Standards issued but not yet effective up to the date of issuance of the Company’s financial statements 
are listed below. This listing is of standards and interpretations issued, which the Company reasonably 
expects to be applicable at a future date. The Company intends to adopt those standards when they 
become effective. The Company does not expect the impact of such changes on the financial statements 
to be material. 
      IFRS 9  ‘Financial Instruments: Classification and Measurement’ –  effective for annual periods 
beginning on or after January 1, 2015, with early adoption permitted, introduces new requirements for the 
classification and measurement of financial instruments. 
      IFRS 10 ‘Consolidated Financial Statements’ –  effective for annual periods beginning on or after 
January 1, 2013, with early adoption permitted, establishes principles for the presentation and 
preparation of consolidated financial statements when an entity controls one or more other entities.  
      IFRS 11 ‘Joint Arrangements’ – effective for annual periods beginning on or after January 1, 2013, 
with early adoption permitted, provides for a more  realistic reflection of  joint arrangements by focusing 
on the rights and obligations of the arrangement, rather than its legal form. 
      IFRS 12 ‘Disclosure of Interests in Other Entities’ – effective for annual periods beginning on or after 
January 1, 2013, with early adoption permitted, requires the disclosure of information that enables users 
of financial statements to evaluate the nature of, and risks associated with its interests in other entities 
and the effects of those interests on its financial position, financial performance and cash flows. 
      IFRS 13 ‘Fair Value Measurement’ – effective for annual periods beginning on or after January 1, 
2013, with early adoption permitted, provides the guidance on the measurement of fair value and related 
disclosures through a fair value hierarchy. 
      IAS 27 ‘Separate Financial Statements’– as a result of the issue of the new consolidation suite of 
standards, IAS 27 Separate Financial Statements has been reissued, as the consolidation guidance will 
now be included in IFRS 10. IAS 27 will now only prescribe the accounting and disclosure requirements 
for investments in subsidiaries, joint ventures and associates when an entity prepares separate financial 
statements.   



      IAS 28 ‘Investments in Associates and Joint Ventures’ – as a consequence of the issue of IFRS 10, 
IFRS 11and IFRS 12, IAS 28 has been amended and will provide the accounting guidance for 
investments in associates and to set out the requirements for the application of the equity method when 
accounting for investments in associates  and joint ventures. The amended IAS 28 will be applied by all 
entities that are investors with joint control of, or significant influence over, an investee.   
      IAS 1 ‘Presentation of Financial Statements’ – the IASB amended IAS 1 with a new requirement  for 
entities to group items presented in other comprehensive income on the basis of whether they are 
potentially reclassifiable to profit or loss.  
      IAS 19 ‘Employee Benefits’ – a number of amendments have been made to IAS 19, which included 
eliminating the use of the “corridor” approach and requiring remeasurements to be presented in OCI.  The 
standard also includes amendments related to termination benefits as well as enhanced disclosures 
 
Significant accounting judgments and estimates 
The preparation of financial statements in conformity with IFRS requires management to make judgments 
and estimates and form assumptions that affect the reported amounts of assets and liabilities at the date 
of the financial statements and reported amounts of revenues and expenses during the reporting period.  
On an ongoing basis, management evaluates its judgments and estimates in relation to assets, liabilities, 
revenue and expenses.  Management uses historical experience and various other factors it believes to 
be reasonable under the given circumstances as the basis for its judgments and estimates.   Actual 
outcomes may differ from these estimates under different assumptions and conditions. 
 
Significant assumptions about the future and other sources of estimation uncertainty that management 
has made at the statement of financial position date, that could result in a material adjustment to the 
carrying amounts of assets and liabilities , in the event that actual results differ from assumptions made, 
relate to , but are not limited to, the following: 

 
 the recoverability of receivables and prepaid expenses which are included in the statements of 

financial position; 
 the estimated useful lives of equipment which are included in the statements of financial position and 

the related depreciation included in the statements of operation and comprehensive loss;  
 the estimated value of the exploration and development costs which is recorded in the statements of 

financial position 
 the inputs used in accounting for share based payments expense in the statements of operations and 

comprehensive loss; 
 the inputs used in determining the various commitments accrued in the statements of financial 

position;  
 the assessment of indications of impairment of each mineral property and related determination of the 

net realizable value and write-down of those properties where applicable;  
 the provision for income taxes which is included in the statements of operations and comprehensive loss 

and composition and quantification of deferred tax assets and liabilities included in the statements of 
financial position. 

 
Critical judgment exercised in applying accounting policies that have the most significant effect on the 
amounts recognized in the financial statements, includes management’s determination that exploration, 
evaluation, and related costs incurred which were capitalized may have future economic benefits and 
may be economically recoverable.  Management uses several criteria in its assessments of economic 
recoverability and probability of future economic benefits including, geologic and other technical 
information, a history of conversion of mineral deposits with similar characteristics to its own properties to 
proven and probable mineral reserves, the quality and capacity of existing infrastructure facilities, 
evaluation of permitting and environmental issues and local support for the project. 
 
Off-Balance Sheet Arrangements 
The Company has not entered into any off balance sheet arrangements, other than previously disclosed, 
that have, or are reasonably likely to have, an impact on the current or future results of operations or the 
financial condition of our company. 
 
Financial Instruments 
The Company’s financial instruments consist of cash and cash equivalents, short term investments and 
accounts payable and accrued liabilities.  The Company has designated its cash and cash equivalents 



and short term investments fair value through profit or loss, which is measured at fair value. Accounts 
payable and accrued liabilities are classified as other financial liabilities, which are measured at amortized 
cost.  The fair value of cash and cash equivalents, short term investments and accounts payable and 
accrued liabilities are equal to their carrying value due to their short-term maturity.  The Company’s 
financial instruments are exposed to certain financial risks, including currency risk, credit risk, liquidity risk 
and commodity price risk. 
 
Credit risk  
 
Credit risk is the risk of loss associated with counterparty’s inability to fulfill its payment obligations. The 
Company’s credit risk is primarily attributable to accounts receivable. The Company believes it has no 
significant credit risk.  
 
Liquidity risk  
 
The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet 
liabilities when due. As at March 31, 2013, the Company had a cash and cash equivalents and short term 
investments balance of $1,478,111 (December 31, 2012 - $2,055,801) to settle current liabilities of 
$44,062 (December 31, 2012 - $39,582). All of the Company’s financial liabilities have contractual 
maturities of less than 30 days and are subject to normal trade terms.  
 
Market risk  

 
 Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign 
exchange rates, and commodity and equity prices.  
 
(a)    Interest rate risk  
The Company has cash and cash equivalents balances and no interest-bearing debt.  The Company 
believes it has no significant interest rate risk. 
 
(b)   Foreign currency risk  
 
As at March 31, 2013, the Company’s expenditures are in Canadian dollars, any future equity raised is 
expected to be predominantly in Canadian dollars.  The Company believes it has no significant foreign 
exchange rate risk. 
 
On March 31, 2013, short term investments consisted of fixed guaranteed investment certificates 
redeemable before maturity, which bear interest at annual variable rates of 1.2% and mature between 
November 30, 2013 and December 20, 2013.  During the three months ended March 31, 2013, cash and 
cash equivalents were not subject to any interest on bank balances.  Sensitivity to a plus or minus 1% 
change in rates is not material to the statements of operation and comprehensive loss. 

 
 
The Company does not hold balances in foreign currencies which would give rise to exposure to foreign 
exchange risk. 
 
Fair value hierarchy 
 
The Company applied the following fair value hierarchy which prioritizes the inputs used in the valuation 
methodologies in measuring fair value into three levels:  
 
The three levels are defined as follows: 
 
 Level 1 – inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or 
liabilities in active markets. 
 Level 2 – inputs to valuation methodology include quoted prices for similar assets and liabilities in 
active markets, and inputs that are observable for the asset or liability, either directly or indirectly, for 
substantially the full term of the financial instrument. 

 Level 3 – inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. 



 
For the three months ended March 31, 2013, cash and cash equivalents and short-term investments are 
assessed to be Level 1 instruments. 
 

Capital Management 
The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as 
a going concern in order to pursue the development of its resource properties and to maintain flexible 
capital structure which optimizes the cost of capital within a framework of acceptable risk. In the 
management of capital, the Company includes the components of shareholders’ equity as well as cash 
and cash equivalents. 
 
The Company manages the capital structure and makes adjustments to it in light of changes in the 
economic conditions and the risk characteristics of the underlying assets.  To maintain or adjust the 
capital structure, the Company may attempt to issue new shares, issue new debt, acquire or dispose of 
assets or adjust the amount of cash and cash equivalents.  As at March 31, 2013, the Company has not 
entered into any debt financing. 
 
The Company is dependent on the capital markets as its sole source of operating capital and the 
Company’s capital resources are largely determined by the strength of the junior resource markets and 
by the status of the Company’s projects in relation to these markets, and its ability to compete for investor 
support of its projects. 
 

Outstanding Share Data  
 
(a) Authorized: 
 

Unlimited number of common shares with no par value. 
 
(b) Issued and outstanding: 
 

 
Escrow shares: 
As March 31, 2013, the Company has nil (December 31, 2012 - nil) common shares held in escrow.   
 
Stock options: 
The Company has a stock option plan whereby it is authorized to grant options to executive officers and 
directors, employees and consultants enabling them to acquire up to 10% of the issued and outstanding 
common shares of the Company.   
 

 Number of 
 shares
Balance, December 31, 2011 19,799,152
 
Shares issued pursuant to the exercise of  warrants at a price of  $0.20 per share   43,266
Balance, March 31, 2012 19,842,418
 
Shares issued pursuant to the exercise of  warrants at a price of  $0.20 per share   3,399,331
Shares issued pursuant to brokered private placements at a price of $0.25 per unit 9,568,000
Shares issued for Big Creek Property (see Mineral Property Interest) 400,000
Balance, December 31, 2012 33,209,749
 
Shares issued pursuant to the exercise of options at a price of $0.235 per share 50,000
Shares issued for Big Creek Property (see Mineral Property Interest) 400,000
Shares issued for Willa Deposit (see Mineral Property Interest) 1,000,000
Balance, March 31, 2013 and current 34,659,749



A summary of stock option activity for the periods is as follows: 
 
      Weighted- 
      average 
      Number of  exercise 
            options  price 
Balance, December 31, 2011 and March 31, 2012  2,530,018      0.22 
    
Options forfeited / cancelled  (450,000)  0.18 

Balance, December 31, 2012  2,080,018  $    0.25 
     
Options exercised  (50,000) 0.235 
Options forfeited / cancelled  (1,280,018)  0.28 

Balance, March 31, 2013  750,000  $    0.135 
 
The Company has the following options outstanding and exercisable:   
 

Number of 
Options 

Outstanding 

 Number of 
Options 

Exercisable 

 Weighted 
Average 
Exercise 

Price   Expiry Date 
    $    
        

750,000  750,000  0.135    September 14, 2015 
750,000  750,000    0.135     

 

Warrants: 
 
The Company has the following warrants outstanding and exercisable:   
 

  
Number of 

Warrants 
Exercisable 

 Weighted 
Average 
Exercise 

Price  

Years 
to 

expiry   Expiry Date 
        
Balance, December 31, 2011  3,500,930  $  0.20     
        
Warrants exercised   (43,266)  $  0.20     
Balance March 31, 2012  3,457,664   $  0.20     
        
Warrants exercised   (3,399,331)  $  0.20     
Warrants expired  (58,333)  $  0.20    
Warrants issued     9,568,000     $  0.35    November 30, 2017 
Agent’s warrants issued  810,600     $  0.35    December 7, 2017 
 
Balance, December 31, 2012  

  
10,378,600  

  
$  0.35  

 
4.92  

  -  -    
 
Balance, March 31, 2013  

  
10,378,600  

  
$  0.35  

 
4.67  

 
The Company has the following warrants outstanding and exercisable:   
 

 

  
Number of 

Warrants 
Exercisable 

 Weighted 
Average 
Exercise 

Price  Expiry Date 
       
Warrants issued     9,568,000     $  0.35  November 30, 2017 
Agent’s warrants issued  810,600     $  0.35  December 7, 2017 
 
Balance, March 31, 2012 and 
current 

  
 

10,378,600  

  
 

$  0.35   



 
On November 30, 2012 the Company issued 7,108,000 units and 622,600 Agent warrants, and on 
December 7, 2012 issued 2,460,000 units and 188,000 Agent warrants, pursuant to brokered private 
placements consisting of 9,568,000 units at $0.25 per unit.  Each unit consists of one common share and 
one share purchase warrant exercisable over 5 years, at a price of $0.35 per common share in the first 
year, $0.40 in the second year and $0.45 per common share from the third to the fifth year.  As the unit 
was issued at a price lower than the market trading price on November 30, 2012 and December 7, 2012, 
$nil was allocated to contributed surplus as fair value for the warrants under the residual value method. 

 

Related Party Transactions 
During the three months ended March 31, 2013, the Company entered into the following transactions with 
related parties: 
 
a) Paid or accrued management fee of $4,400 (2012 - $nil) to a director and officer. 

 
b) Included in professional fees is $10,000 (2012: $nil) paid to an officer and director for accounting 

services. 
 
These transactions are in the normal course of operations and have been valued in these financial 
statements at the exchange amount, which is the amount of consideration established and agreed to by 
the related party. 
 
Liquidity and Capital Resources 
The Company has financed its operations primarily from proceeds from the sale of shares.  

As at March 31, 2013 the Company had working capital of $1,643,541 compared to working capital of 
$2,190,442 as at December 31, 2012.   

Cash provided by the exercise of warrants, agent’s warrants and stock options for new common shares 
during the three months ended March 31, 2013 was $11,750 and during the fiscal year ended December 31, 
2012 was $2,867,869.    

The Company believes that funds on hand will be sufficient to fund its cash requirements through 2013.  
However, the Company plans to issue more securities at such time as it believes additional capital could be 
obtained on favourable terms.  There can be no assurance that such funds can be available on favourable 
terms, if at all. 

Commitments 
See “Interest in Mineral Properties” 
 
The Company entered into a one year contract for consulting services, commencing December 8, 2012 
with a third party to provide strategic planning service at a rate of $4,500 per month.  Included in prepaid 
expenses is $36,000 as at March 31, 2013 (December 31, 2012 - $49,500). 
 
The Company entered into a six-month contract for consulting services, commencing November 15, 2012 
with a third party to provide website maintenance and  communication services at a rate of $5,000 per 
month. Included in prepaid expenses is $24,500 as at March 31, 2013 (December 31, 2012 - $nil). 
 
The Company entered into a one year contract for consulting services, commencing January 1, 2013 with 
a third party to provide communication services at a rate of $500 per month. 
 
The Company entered into a ten-month contract for consulting services, commencing January 1, 2013 
with a third party to provide website maintenance and  communication services at a rate of $3,500 per 
month. 
 
Subsequent Events 
There were no significant events that occurred subsequent to March 31, 2013 



 
Financing Risks 
The Company has limited financial resources and there is no assurance that additional funding will be 
available to it for further exploration and development of its projects or to fulfil its obligations under 
applicable agreement.  There can be no assurance that the Company will be able to obtain adequate 
financing in the future or that the terms of such financing will be favourable.  Failure to obtain such 
additional financing could result in delay or indefinite postponement of further exploration and 
development of the property interest of the Company with the possible dilution or loss of such interest.  
Further, revenues, financings and profits, if any, will depend upon various factors, including the success, 
if any, of exploration programs and general market conditions for natural resources.  There is no 
assurance that the Company can operate profitably or that it will successfully implement its plans.  
 
The Company has only recently commenced operations and has no operating earnings.  The likelihood of 
success of the Company must be considered in light of the problems, expenses and difficulties, 
complications and delays frequently encountered in connection with the establishment of any business.  
The Company operates at a loss and there is no assurance that the Company will ever be profitable. 

Risk and uncertainties 
Exploration for minerals is a speculative venture necessarily involving some substantial risk.  The 
program proposed by the Company is an exploratory search for ore.  There is no certainty that the 
expenditures to be made by the Company in the acquisition and exploration of the interests will result in 
discoveries of commercial quantities of ore.  The property of the Company does not contain any known 
body of commercial ore. 
 
Resource exploration and development is a speculative business and involves a high degree of risk.  The 
marketability of natural resources which may be acquired or discovered by the Company will be affected 
by numerous factors beyond the control of the Company.  These factors include market fluctuations, the 
proximity and capacity of natural resource markets and processing equipment, government regulations, 
including regulations relating to prices, taxes, royalties, land tenure, land use, importing and exporting of 
minerals and environmental protection.  The exact effect of these factors cannot be accurately predicted, 
but the combination of these factors may result in the Company not receiving an adequate return on 
invested capital. 
 
The grade of any ore ultimately mined from a mineral deposit may differ from that produced from drilling 
results.  Production volumes and costs can be affected by such factors as the proximity and capacity of 
processing facilities, permitting regulations and requirements, weather, environmental factors, unforeseen 
technical difficulties, unusual or unexpected geological formations and work interruptions.  Short-term 
factors relating to ore reserves, such as the need for orderly development of ore bodies or the processing 
of new or different grades, may also have an adverse effect on the results of operations.  Moreover, there 
can be no assurance that minerals recovered in small scale laboratory tests will be achieved under 
production scale conditions.  Although precautions to minimize risks will be taken, processing operations 
are subject to hazards such as equipment failure or failure of tailings impoundment facilities, which may 
result in environmental pollution and consequent liability. 
 
Mining operations generally involve a high degree of risk.  Hazards such as unusual or unexpected 
formations and other conditions are involved.  The Company may become subject to liability for pollution, 
cave-ins or hazards against which it cannot insure or against which it may elect not to insure.  The 
payment of such liabilities may have a material adverse effect on the Company’s financial position. 
 
There is a degree of uncertainty attributable to the calculation of reserves, resources and corresponding 
grades being dedicated to future production.  Until reserves or resources are actually mined and 
processed, the quantity of reserves or resources and grades must be considered as estimates only.  In 
addition, the quantity of reserves or resources may vary depending on metal prices.  Any material change 
in the quantity of reserves, resource grade or stripping ratio may affect the economic viability of the 
Company’s properties.  In addition, there can be no assurance that mineral recoveries in small scale 
laboratory tests will be duplicated in large tests under on-site conditions or during production. 
 
While the Company has obtained the usual industry standard title report with respect to its properties, this 
should not be construed as a guarantee of title.  The properties may be subject to prior unregistered 
agreements or transfers or native land claims and title may be affected by undetected defects.  The 



Company must expend monies to carry out further work on the properties in order to keep in good 
standing. 
 
The Company’s properties include mineral claims which have not been surveyed, and therefore, the 
precise location of the mineral claims may be in doubt. 
 
Title to mineral properties involves certain inherent risks due to the difficulties of determining the validity 
of certain claims as well as the potential for problems arising from the frequently ambiguous 
conveyancing history characteristic of many mineral properties.  The Company has investigated title to all 
of its mineral properties and, to the best of its knowledge; title to all of its properties is in good standing. 
 
The mineral exploration and mining business is competitive in all of its phases.  The Company competes 
with numerous other companies and individuals, including competitors with greater financial, technical 
and other resources that the Company, in the search for and the acquisition of attractive mineral 
properties.  The ability of the Company to acquire properties in the future will depend not only on its ability 
to develop its present properties, but also on its ability to select and acquire suitable properties or 
prospects for mineral exploration. There is no assurance that the Company will continue to be able to 
compete successfully with its competition in acquiring such properties or prospects. 
 
The current or future operations of the Company, including exploration and development activities and 
commencement of production on its properties, require permits from various levels of government.  Such 
operations are and will be governed by laws and regulations governing prospecting, development, 
mining, production, exports, taxes, labour standards, occupational health, waste disposal, toxic 
substances, land use, environmental protection, mine safety and other matters.  The Company believes it 
is in substantial compliance with all material laws and regulations that currently apply to its activities.  
There can be no assurance however, that all permits which the Company may require for construction of 
mining facilities and conduct of mining operations, particularly environmental permits, will be obtainable 
on reasonable terms or that compliance with such laws and regulations would not have an adverse effect 
on the profitability of any mining project that the Company might undertake. 
 
Failure to comply with applicable laws, regulations and permit requirements may result in enforcement 
actions there under, including orders issued by regulatory or judicial authorities causing operations to 
cease or be curtailed, and may include corrective measures requiring capital expenditures installation of 
additional equipment, or remedial actions.  Parties engaged in mining operations may be required to 
compensate those suffering loss or damage by reason of the mining activities and may have civil or 
criminal fines or penalties imposed for violations of applicable laws or regulations and, in particular, 
environmental laws. 
 
Amendments to current laws, regulations and permits governing operations and activities of mining 
companies, or more stringent implementation thereof, could have a material adverse impact on the 
Company and cause increases in capital expenditures or production costs or reduction in levels of 
production at producing properties or require abandonment or delays in development of new mining 
properties. 
 
Mining, like many other extractive natural resource industries, is subject to potential risks and liabilities 
associated with pollution of the environment and the disposal of waste products occurring as a result of 
mineral exploration and production.  Environmental liability may result from mining activities conducted by 
others prior to the Company’s ownership of its properties.  To the extent the Company is subject to 
uninsured environmental liabilities, the payment of such liabilities would reduce funds otherwise available 
of the Company and could have a material adverse effect on the Company.  Should the Company be 
unable to fund fully the cost of remedying an environmental problem, the Company might be required to 
suspend operations or enter into interim compliance measures. 
  



Summary of Quarterly Results 
The following table sets out selected quarterly information for the eight most recent quarters ended March 31, 
2013 

  
Quarters ended in 2013 
fiscal year  

December 31 
$ 

September 30 
$ 

June 30 
$ 

March 31 
$ 

Interest income                   4,970 

Loss    (294,247)

Loss per common share    (0.01) 
Quarters ended in 2012 
fiscal year  

December 31 
$ 

September 30 
$ 

June 30 
$ 

March 31 
$ 

Interest income 1,886 241 165                380 

Loss (287,285) (18,889) (90,805) (83,868)

Loss per common share (0.01) (0.00) (0.01) (0.00) 
Quarters ended in 2011 
fiscal year  

December 31 
$ 

September 30 
$ 

June 30 
$ 

March 31 
$ 

Interest income 903 - 402 

Loss (1,240,742) (64,471) (138,067) 

Loss per common share (0.06) (0.01) (0.01) 
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