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INDEPENDENT AUDITORS' REPORT

To the Shareholders of
International Northair Mines Ltd.

We have audited the accompanying consolidated dinhrstatements of International Northair Mines .Lte&vhich comprise the
consolidated statements of financial position aBediruary 28, 2014 and February 28, 2013 and theatiolated statements of loss and
comprehensive loss, changes in cash flows and ekaingequity for the years ended February 28, 201dt February 28, 2013, and a
summary of significant accounting policies and otixplanatory information.

Management’'s Responsibility for the ConsolidatechBncial Statements

Management is responsible for the preparation aid presentation of these consolidated financiatestents in accordance with
International Financial Reporting Standards, amdséxh internal control as management determineedessary to enable the preparation
of consolidated financial statements that are fir@@ material misstatement, whether due to fraudroor.

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on aditsauWe conducted our audits in
accordance with Canadian generally accepted agdstandards. Those standards require that we gowifii ethical requirements and
plan and perform the audit to obtain reasonablerasse about whether the consolidated financidestants are free from material
misstatement.

An audit involves performing procedures to obtairdi evidence about the amounts and disclosurethénconsolidated financial
statements. The procedures selected depend autliters’ judgment, including the assessment ofritles of material misstatement of
the consolidated financial statements, whether tdufsaud or error. In making those risk assessmdtie auditors consider internal
control relevant to the entity’s preparation anid fmesentation of the consolidated financial steets in order to design audit procedures
that are appropriate in the circumstances, butfaothe purpose of expressing an opinion on thectiffeness of the entity’s internal
control. An audit also includes evaluating therappiateness of accounting policies used and tasomableness of accounting estimates
made by management, as well as evaluating the lbpegaentation of the consolidated financial statats.

We believe that the audit evidence we have obtamedr audits is sufficient and appropriate tovyide a basis for our audit opinion
Opinion

In our opinion, these consolidated financial staeta present fairly, in all material respects,fthancial position of International Northair
Mines Ltd. as at February 28, 2014 and Februar@83 and its financial performance and its casdlfor the years ended February 28,
2014 and February 28, 2013 in accordance withnatérnal Financial Reporting Standards.

Emphasis of Matter

Without qualifying our opinion, we draw attentioa Note 1 in the consolidated financial statemenitsclv describes conditions and

matters that indicate the existence of a materiakrtainty that may cast significant doubt aboetdhility of International Northair Mines
Ltd. to continue as a going concern

“DAVIDSON & COMPANY LLP”
Vancouver, Canada Chartered Accountants

June 25, 2014

INTERNATIONAL
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International Northair Mines Ltd.

Consolidated Statements of Financial Position

As at February 28,
(Expressed in Canadian Dollars)

2014 2013
ASSETS
Current
Cash $ 105,604 166,347
Short-term deposit®lote 6) 637,000 2,537,000
Receivables 70,012 67,975
Due from related partigsiote 12) 37,620 105,850
Short-term investmentsiote 7) 758 1,516
Prepaid expenses 50,314 42,619
901,308 2,921,307
Non-current assets
Taxes receivable 388,800 478,333
Property and equipmeMote 8) 906,143 932,285
Exploration and evaluation asse@tste 9) 11,879,230 9,097,143
$ 14,075,481 13,429,068
LIABILITIES
Current
Accounts payable and accrued liabilities $ 162,283 240,722
Due to property vendors - 487,300
162,283 728,022
SHAREHOLDERS' EQUITY
Share Capital (Note 10) 39,493,056 36,938,758
ReservegNote 10) 3,417,929 2,897,014
Accumulated other comprehensive income - 758
Deficit (28,997,787) (27,135,484)
13,913,198 12,701,046
$ 14,075,481 13,429,068

Nature of businesgNote 1)
Commitment (Note 14)
Subsequent eventNote 16)

APPROVED ON BEHALF OF THE BOARD JUNE 25, 2014:

“F. G. Hewett”, Director

“Brian Irwin”_, Director

The accompanying notes are an integral part oktfirancial statements



International Northair Mines Ltd.

Consolidated Statements of Loss and Comprehensives$s

For the Years Ended February 28,
(Expressed in Canadian Dollars)

2014 2013
General and administrative expenses
Administrative recoveries $(28,667) $(38,421)
Amortization (Note 8) 33,051 29,325
Office, salaries and general 695,353 730,732
Professional fees 186,068 260,482
Regulatory compliance and transfer agent fees 34,598 61,417
Shareholder information and investor relations 269,114 435,245
Share-based paymen(blote 10) 527,140 620,244
Loss before the undernoted 1,716,657 2,099,024
Write-down of taxes receivable 125,574 195,438
Loss (gain) on foreign exchange (858) 2,953
Interest income and other (17,467) (78,919)
Write-off of exploration and evaluation ass@tote 9) 38,397 160,898
Net loss for the year 1,862,303 2,379,394
Other comprehensive loss
Unrealized loss on available-for-sale investments 758 2,779
Comprehensive loss for the year $1,863,061 $2,382,173
Loss per share — basic and diluted $0.02 $0.03
Weighted average number of shares outstanding 99,944,850 84,252,679

The accompanying notes are an integral part ottfinancial statements



International Northair Mines Ltd.
Consolidated Statements of Cash Flows

For the Years Ended February 28,
(Expressed in Canadian Dollars)

2014 2013

Operating activities
Net loss for the year $ (1,862,303) $ (2,379,394)
Items not affecting cash:

Amortization 33,051 29,325
Share-based payments 527,140 620,244
Write-down of taxes receivable 125,574 195,438
Write-off of exploration and evaluation assets 38,397 160,898
(1,138,141) (1,373,489)
Changes in non-cash working capitdbte 15) 3,458 (402,669)
(1,134,683) (1,776,158)
Investing activities
Exploration and evaluation costs (2,082,424) (4,965,699)
Purchase of equipment (494,209) (399,372)
(2,576,633) (5,365,071)
Financing activities
Net purchase of short-term deposits 1,900,000 965,000
Shares issued for private placement 1,859,315 6,099,616
Shares issued pursuant to stock options exercised 11,250 25,200
Share issuance costs (119,992) (148,274)
3,650,573 6,941,542
Change in cash (60,743) (199,687)
Cash — beginning of year 166,347 366,034
Cash—end of year $ 105,604 $ 166,347
Supplementary disclosure of cash flow information:
Cash paid for interest $ NIl $ Nil
Cash paid for income taxes $ NIl $ Nil

Supplemental disclosure with respect to cash flowsote 15)

The accompanying notes are an integral part oktfirancial statements



International Northair Mines Ltd.

Consolidated Statement of Changes in Equity
(Expressed in Canadian Dollars)

Accumulated

Share Capital Other
(Number of Share Capital Comprehensive

Shares) (Amount) Reserves Income Deficit Total
February 29, 2012 69,558,969 $ 30,947,101 $ 2,237,885 $ 3,537 FOHBN90) $8,432,433
Share-based payments - - 620,244 - - 620,244
Other comprehensive loss - - (2,779) - (2,779)
Units issued for cash 21,784,344 6,099,616 - - 6,099,616
Broker warrants issued as Finder's fee - (53,285) 53,285 - - -
Share issuance costs - cash - (148,274) - - - (148,274)
Shares issued for property 200,000 54,000 - - - 54,000
Options exercised 120,000 25,200 - - - 25,200
Fair value of options exercised - 14,400 (14,400) - - -
Net loss for the year - - - - (2,379,394) (2,379,394)
February 28, 2013 91,663,313 36,938,758 2,897,014 758 (27,135,484) 12,701,046
Share-based payments - - 527,140 - - 527,140
Other comprehensive loss - - - (758) - (758)
Options exercised 75,000 11,250 - - - 11,250
Fair value of options exercised - 6,225 (6,225) - - -
Units issued for cash 13,153,896 1,859,315 - - 1,859,315
Share issuance costs - cash - (119,992) - - - (119,992)
Shares issued for property 5,250,000 797,500 - - - 797,500
Shares returned to treasury (140) - - - - -
Net loss for the year - - - - (1,862,303) (1,862,303)
February 28, 2014 110,142,069 $39,493,056 $3,417,929 $ $(28/8¥)  $13,913,198

The accompanying notes are an integral part oktfinancial statements



International Northair Mines Ltd.

Notes to the Consolidated Financial Statements
For the Year Ended February 28, 2014

(Expressed in Canadian Dollars)

1.

Nature of Business

International Northair Mines Ltd. (the “Company’§ incorporated under the laws of the Province afidbr
Columbia, Canada. The Company’s corporate offiegistered address and records office is locategRat
Howe Street, Suite 860, Vancouver, British Colum&C 2T6.

The consolidated financial statements of the Compaa presented in Canadian dollars, which is tinetfonal
currency of the Company and of its Mexican subsjdi&rupo Northair de Mexico, S.A. de C.V. (“Grupo
Northair”). The Company trades its shares on tBX Venture Exchange.

The Company is an exploration stage company wiiangaged principally in the acquisition and exation

of mineral properties. These consolidated findnsiatements have been prepared on the assumptomhe
Company is a going concern, meaning that it wilhtawe in operation for the foreseeable future afitibe
able to realize assets and discharge liabilitiehénnormal course of operations. The Companyir@asred a
deficit of $28,997,787 as at February 28, 2014 laasl no current source of revenue. During fiscdl42the
Company raised capital to meet its working capitduirements for fiscal 2014 and part of 2015. The
Company’s continuation as a going concern is depandn its ability to attain profitable operatioasd
generate funds therefrom and/or raise funds safftcio meet current and future obligations. Thee be no
assurances that management’s future plans for gmep@ny will be successful. These material unceits
may cast significant doubt upon the Company’s gbildo continue as a going concern. These financial
statements do not include any adjustments to tbevezability and classification of assets and liaes that
might be necessary, should the Company be unalslentinue as a going concern.

Basis of Presentation
Statement of Compliance to International FinancialReporting Standards

These consolidated financial statements, includingiparatives, have been prepared in accordance with
International Financial Reporting Standards (“IFR@5 issued by the International Accounting Stathslar
Board (“IASB”) and interpretations of the Intermatal Financial Reporting Interpretations Committee
(“IFRIC™).

Basis of Consolidation

These consolidated financial statements includeatv®unts of the Company and its wholly-owned slibsy
Grupo Northair. Subsidiaries are entities contblby the Company. Control exists when the Company
possesses power over an investee, has exposuagidble returns from the investee and has thetwlbdi use

its power over the investee to affect its returnsll intercompany balances and transactions havenbe
eliminated.

New Accounting Pronouncements
The Company has adopted the following revised statsdeffective March 1, 2013.

i. IFRS 10: Consolidated Financial Statements buildexsting principles by identifying the concept of
control as the determining factor in whether antgrghould be included within the consolidated
financial statements of the parent company. Thedstal provides additional guidance to assist in the
determination of control where this is difficult &ssess. The adoption of this standard had no impac
on the Company’s consolidated financial statements.

i. IFRS 11: Joint Arrangements is intended to provide a more realistic reflection of joint
arrangements by focusing on the rights and obbgatbf the arrangement, rather than its legal form.



International Northair Mines Ltd.

Notes to the Consolidated Financial Statements
For the Year Ended February 28, 2014

(Expressed in Canadian Dollars)

2. Basis of Presentation- continued

New Accounting Pronouncements - continued

The standard addresses inconsistencies in thetirgpaf joint arrangements by requiring a single
method to account for interests in jointly contedllentities. The adoption of this standard had no
impact on the Company’s consolidated financialestegnts.

IFRS 12: Disclosure of Interests in Other Entitihich combines, enhances and replaces the
disclosure requirements for subsidiaries, joinaagements, associates and unconsolidated structured
entities. The adoption of this standard had no ohpan the Company’s consolidated financial
statements.

IFRS 13: Fair Value Measurement which defines ¥aiue, sets out in a single IFRS framework for
measuring fair value, and requires disclosures afouvalue measurements. The adoption of this
standard is prospective and had no material immactthe Company’s consolidated financial
statements.

IAS 1: Presentation of Financial Statements thguire an entity to group items presented in the
statement of other comprehensive income on thes ldisivhether they may be reclassified to profit or
loss subsequent to initial recognition. For thdsens presented before tax, the amendments to IAS 1
also require that the tax related to the two sepayeups be presented separately. The adoptitmsof
standard had no impact on the Company’s consotidatancial statements.

The IASB has also issued several new standardshitsiee not yet been adopted by the Company. Eattteafew
standards is effective for annual periods beginoingr after January 1, 2014 with early adoptiompiged, except
for IFRS 9, which is delayed indefinitely, and IFRSvhich becomes effective January 1, 2015. THevahg is a
brief summary of the new standards:

IAS 36 — Impairment of assets — disclosure

This standard has limited scope amendments toodisd requirements in IAS 36, Impairment
of Assets. The extent of the impact of adoptionA$ 36 has not yet been determined by the
Company.

IAS 32 - Financial instruments — presentation

This standard has been amended to clarify requimtsmfor offsetting of financial assets and
financial liabilities. The extent of the impactadoption of IAS 32 has not yet been determined by
the Company.

IFRS 9 - Financial Instruments — classification andasurement

This is the first part of a new standard on classifon and measurement of financial assets that
will replace 1AS 39, “Financial Instruments: Recdgm and Measurement”. IFRS 9 has two
measurement categories: amortized cost and faievall equity instruments are measured at fair
value. A debt instrument is recorded at amortizest only if the entity is holding it to collect
contractual cash flows and the cash flows repregeinicipal and interest. Otherwise it is
measured at fair value with changes in fair valu®ugh profit or loss. In addition, this new
standard has been updated to include guidance mamdial liabilities and derecognition of
financial instruments. The extent of the impacadbption of IFRS 9 has not yet been determined.

IFRS 7 — Financial instruments — disclosure
This standard has been amended to require additiiselosures on transition from IAS 39 to
IFRS 9. The extent of the impact of adoption of #Rhas not yet been determined.



International Northair Mines Ltd.

Notes to the Consolidated Financial Statements
For the Year Ended February 28, 2014

(Expressed in Canadian Dollars)

2.

Basis of Presentation- continued
Significant accounting estimates and judgments

The preparation of financial statements requiremagement to make judgments, estimates and assmspti
that affect the application of policies and repdréanounts of assets and liabilities, profit andesyges. The
estimates and associated assumptions are basedstorichl experience and various other factors trat
believed to be reasonable under the circumstatieesesults of which form the basis of making thegjments
about carrying values of assets and liabilitieg H#ra not readily apparent from other sources. uélctesults
may differ from these estimates.

The estimates and underlying assumptions are red@m an ongoing basis. Revisions to accountitimates
are recognized in the period in which the estinmateevised if the revision affects only that periodin the
period of the revision and future periods if theise®n affects both current and future periods.

The most significant accounts that require estimai® the basis for determining the stated amouwctade
exploration and evaluation assets, the valuatioshafre based payments and the valuation of defeased
amounts.

Significant assumptions and critical judgementsreéged in applying accounting policies relate tot are not
limited to, the following:

e The carrying value and the recoverability of expt@m and evaluation assets, which are included in
the statements of financial position;

e The application of the inputs used in accountingsfrare-based payment expense which is included in
the statements of loss and comprehensive lossseTégtimates are derived using the Black-Scholes
option pricing model or are based on the value mhgarable goods and services. Inputs are
determined using readily available market data.

» The recognition of deferred tax assets is deterthorewhether it is more probable than not thatehes
assets will be recovered.

» The determination of the Company’s subsidiary’scfional currency.

a)

Significant Accounting Policies
Foreign currencies

The functional currency is the currency of the @iyneconomic environment in which the entity opesafl he
functional currency of both the Company and itssidiary, Grupo Northair, is the Canadian DollarheT
functional currency determinations were conduckedugh an analysis of the consideration factorstified in
IAS 21, The Effects of Changes in Foreign ExchaRgtes (“IAS 217).

Any transactions in currencies other than the fonet currency have been translated to the Canatbdar in
accordance with IAS 21. Transactions in currenotéer than the functional currency are recordetthatates
of exchange prevailing on dates of transactiong. th& end of each reporting period, monetary asaets
liabilities that are denominated in foreign curriescare translated at the rates prevailing at dia&. Non-
monetary assets and liabilities carried at faiugahat are denominated in foreign currencies rareskated at
rates prevailing at the date when the fair valus datermined. All gains and losses on translatibthese
foreign currency transactions are included in ttagesnents of loss and comprehensive loss. Non-tagne
items that are measured in terms of historical itpatforeign currency are not retranslated.

The Company’s presentation currency is the Canatiidar (“$”).



International Northair Mines Ltd.

Notes to the Consolidated Financial Statements
For the Year Ended February 28, 2014

(Expressed in Canadian Dollars)

3. Significant Accounting Policies - continued

b) Loss per share

Basic loss per share is computed by dividing logslable to common shareholders by the weightedame
number of common shares outstanding during the y€he computation of diluted loss per share assutime
conversion, exercise or contingent issuance ofrgesionly when such conversion, exercise or issaavould
have a dilutive effect on the loss per share. ddieulation proved to be anti-dilutive for fisc&d24 and 2013.

c) Share-based payments

The Company grants stock options to buy commonreshafrthe Company to directors, officers, employaes
service providers. The board of directors granthsptions for periods of up to five years, witlstieg periods
determined at its sole discretion and at pricesaktp or greater than the closing market price lom day
preceding the date the options were granted. Aivitual is classified as an employee when thevikdial is
an employee for legal or tax purposes (direct eyg®p or provides services similar to those perfatibg a
direct employee.

The fair value of options granted to employeeséasured at grant date, using the Black-Scholesropticing
model, and is recognized over the period duringctvithe stock options vest. The fair value of thecls
options granted is measured taking into accounte¢h®@s and conditions upon which the stock optiorse
granted. Share-based payments to non-employeaaeasured at the fair value of goods or servicesived
or the fair value of the equity instrument issuéd,is determined the fair value of the goodsservices cannot
be reliably measured, and are recorded at thethatgoods or services are received. At each fimhpaisition
reporting date, the amount recognized as an expsrsdiusted to reflect the actual number of stopkions
that are expected to vest.

d) Property and equipment
Equipment is stated at cost less accumulated aratich and any impairment in value.

The initial cost of an asset is comprised of itschase price and any directly attributable costsringing the
asset to its working condition and location foriiteended use. Expenditures incurred after thetdsss been
put into operation, such as repairs, maintenandeogarhaul costs, are normally recognized as expanthe
period the costs are incurred. In situations wheran be clearly demonstrated that the expergbtimave
improved the condition of the asset beyond theimally assessed standard of performance, the eipess
are capitalized as an additional cost of equipment.

Assets are amortized using the straight-line metias®d on the estimated life of the asset.

The remaining useful lives, residual values and réizaiion method are reviewed and adjusted, if appate,
at financial year-end to ensure that the periods method of amortization are consistent with thpeeted
pattern of economic benefits from the items of pmént.

The carrying values of equipment are reviewed fopairment when events or changes in circumstances
indicate that the carrying value may not be recabier.

An item of equipment is derecognized either whehais been disposed or when it is permanently vatldr
from use and no future economic benefits are ergeftom its use or disposal. Any gains or loss&sng on
the retirement and disposal of an item of equipnaeatincluded in the statement of loss and commshe
loss in the period of retirement or disposal.

10



International Northair Mines Ltd.

Notes to the Consolidated Financial Statements
For the Year Ended February 28, 2014

(Expressed in Canadian Dollars)

3. Significant Accounting Policies — continued
e) Exploration and evaluation assets

Exploration costs are capitalized under intangdssets on an individual prospect basis until simk &s an
economic ore body is defined or the prospect isndbaed. Exploration and evaluation assets include
overheads on the acquisition, exploration and ean of interest in licenses. When it is detemxitthat such
costs will be recouped through successful develop@aed exploitation, expenditures are transferoetdngible
assets and depreciated over the expected produifévef the asset. Costs for a producing prospseet
amortized on a unit-of-production method basedhmndstimated life of the ore reserves, while cémtshe
prospects abandoned are written off.

Impairment reviews for deferred exploration andleation costs are carried out on a project by mtopasis,
with each project representing a single cash géngrainit. An impairment review is undertaken when
indicators of impairment arise but typically whemeoor more of the following circumstances apply:

» Unexpected geological occurrences that rendereth@urce uneconomic;
» Title to the asset is compromised;

» Fluctuations in metal prices that render the praje@conomic;

» Variation in the currency of operations; and

» Threat to political stability in the country of ajpéion.

From time to time, the Company may acquire or dispof properties pursuant to the terms of option
agreements. Due to the fact that options are esadale entirely at the discretion of the optionthe, amounts
payable or receivable are not recorded. Optionmaangs are recorded as exploration and evaluatisgtaer
recoveries when the payments are made or received.

The recoverability of the amounts capitalized foe uindeveloped resource properties is dependemt tigo
determination of economically recoverable ore nesgr confirmation of the Company's interest in the
underlying mineral claims, the ability to farm dtg resource properties, the ability to obtain ttezessary
financing to complete their development and futprefitable production or proceeds from the disposit
thereof.

Title to resource properties involves certain irmerisks due to the difficulties of determiningg thalidity of
certain claims as well as the potential for protdearising from the frequently ambiguous conveyamdiistory
characteristic of many resource properties. Thmg@any has investigated title to all of its resoypceperties
and, to the best of its knowledge, title to alitefproperties are in good standing.

f) Impairment

At the end of each reporting period the carryingoanis of the Company’s assets are reviewed to rdéeter
whether there is any indication that those assetsrapaired. If any such indication exists, theonerable
amount of the asset is estimated in order to détertne extent of the impairment, if any. The nemable
amount is the higher of fair value less costs tbagel value in use. Fair value is determinedhasamount that
would be obtained from the sale of the asset iaranis length transaction between knowledgeableveiliithg
parties. In assessing value in use, the estinfatace cash flows are discounted to their presahiesusing a
pre-tax discount rate that reflects current madssessments of the time value of money and the sigécific
to the asset. If the recoverable amount of ant assstimated to be less than its carrying amahetcarrying
amount of the asset is reduced to its recoverahfzuat and the impairment loss is recognized instagement
of loss for the period. For an asset that doegjanerate independent cash inflows, the recoveahtzunt is
determined for the cash generating unit to whiehabset belongs.

Where an impairment loss subsequently reverseg;airging amount of the asset (or cash generatirity is
increased to the revised estimate of its recoverafiiount, but to an amount that does not exceechiinging

11



International Northair Mines Ltd.

Notes to the Consolidated Financial Statements
For the Year Ended February 28, 2014

(Expressed in Canadian Dollars)

3.

)

9)

h)

)

Significant Accounting Policies- continued
Impairment - continued

amount that would have been determined had no mmeait loss been recognized for the asset (or cash
generating unit) in prior years. A reversal ofilmpairment loss is recognized immediately in profiloss.

Cash
Cash consists of cash on hand, deposits in barkkighly liquid investments.
Short-term deposits

Short-term deposits are investments which areitianal or current in nature, with an original maty greater
than three months.

Short-term investments

Investments in which the Company has less than% 2flerest and where the Company has no significant
influence, are measured at fair market value. Thegestments are designated as available-for-sadeaae
recorded at fair value with unrealized gains ars$és recorded in other comprehensive income.

Financial instruments

Financial assets

Financial assets are classified into one of thefohg categories:

fair value through profit or loss (“FVTPL");
available for sale (“AFS”);
held-to-maturity (“HTM"); and,

loans and receivables.

The classification is determined at initial recdgmi and depends on the nature and purpose ofiiaadial
asset.

() FVTPL financial assets

Financial instruments are classified as FVTPL witea financial instrument is held for trading orist
designated as FVTPL.

A financial instrument is classified as held fading if:

- it has been acquired principally for the purpoksetling in the near future;

- itis a part of an identified portfolio of finaraiinstruments that the Company manages and hastaal
pattern of short-term profit-taking; or

- itis a derivative that is not designated andatife as a hedging instrument.

Financial instruments classified as FVTPL are statefair value with any resultant gain or lossogruized in

profit or loss. The net gain or loss recognizediporates any dividend or interest earned on thenfiial

instrument.

The Company has classified cash and short-termsitsps FVTPL.

12



International Northair Mines Ltd.

Notes to the Consolidated Financial Statements
For the Year Ended February 28, 2014

(Expressed in Canadian Dollars)

3.

)

Significant Accounting Policies — continued
Financial instruments — continued
(i) AFS financial assets

Investments held by the Company that are classd®e@FS are stated at fair value. Gains and loggsg
from changes in fair value are recognized diredatlyaccumulated other comprehensive income. Interest
calculated using the effective interest method famdign exchange gains and losses on monetarysasset
recognized directly in profit or loss rather thayuiy. When an investment is disposed of or is mieiteed to be
impaired, the cumulative gain or loss previouslgognized in accumulated other comprehensive inctame
included in the statement of loss for the period.

The fair value of AFS monetary assets denominatea foreign currency is translated at the spot adtthe
statement of financial position date. The changéain value attributable to translation differencise to a
change in amortized cost of the asset is recognizgudofit or loss, while all other changes areogtized in
equity.

The Company has classified short-term investmensRS financial assets.
(i) HTM investments

HTM investments are recognized on a trade-datesbasil are initially measured at fair value, inahgdi
transaction costs.

(iv) Loans and receivables

Trade receivables, loans, and other receivabléshthae fixed or determinable payments that areqooted in
an active market are classified as loans and rabkss.

Loans and receivables are initially recognizedhat transaction value and subsequently carried atteed

cost less impairment losses. The impairment lossadivables is based on a review of all outstajdimounts
at year end. Bad debts are written off during tearyin which they are identified. Interest incormedcognized
by applying the effective interest rate, exceptdbort-term receivables when the recognition cérieét would
be immaterial.

The Company has classified receivables, taxesvaioiei and due from related parties as loans areviaues.
(v) Effective interest method

The effective interest method calculates the ameulticost of a financial asset and allocates inténesme
over the corresponding period. The effective irderate is the rate that discounts estimated futash receipts
over the expected life of the financial instrumemt,where appropriate, a shorter period.

(vi) Impairment of financial assets

Financial assets, other than those at FVTPL, asesasd for indicators of impairment at each peend.
Financial instruments are impaired when there jecilve evidence that, as a result of one or meents that
occurred after the initial recognition of the fiméad instrument, the estimated future cash flowsthud
investment have been impacted. Objective evidehoapairment could include the following:

 significant financial difficulty of the issuer ooanterparty;
« default or delinquency in interest or principal pegnts; or
* it has become probable that the borrower will ehterkruptcy or financial reorganization.

13



International Northair Mines Ltd.

Notes to the Consolidated Financial Statements
For the Year Ended February 28, 2014

(Expressed in Canadian Dollars)

)

Significant Accounting Policies — continued

Financial instruments— continued

For financial instruments carried at amortized ctst amount of the impairment is the differencevMeen the
asset’s carrying amount and the present value ef#timated future cash flows, discounted at thantial
instrument’s original effective interest rate.

The carrying amount of all financial instrumentscleding trade receivables, is directly reduced thg
impairment loss. The carrying amount of trade nefales is reduced through the use of an allowaoceumnt.
Changes in the carrying amount of the allowancewaaicare recognized in profit or loss.

With the exception of AFS equity instruments, if,a subsequent period, the amount of the impairriosst
decreases and the decrease relates to an evemtimg@fter the impairment was recognized, the jonesly
recognized impairment loss is reversed throughitpoofloss. On the date of impairment reversal, ¢hgying
amount of the financial instrument cannot excegaihortized cost had impairment not been recognized
vii) Derecognition of financial assets

A financial instrument is derecognized when:

» the contractual right to the asset’s cash flowsrexpr
« if the Company transfers the financial instrumamt all risks and rewards of ownership to anothdityen

Financial liabilities
Financial liabilities are classified into one oétfollowing categories:

« fair value through profit or loss (“FVTPL"); or
« other financial liabilities;

The classification is determined at initial recdgmi and depends on the nature and purpose ofiiaadial

liability.

() FVTPL financial liabilities

This category comprises derivatives, or liabilitaegjuired or incurred principally for the purpodeselling or

repurchasing it in the near term. They are cariiethe statements of financial position at fair uealwith

changes in fair value recognized in the statemelaiss and comprehensive loss.

(i) Other financial liabilities

This category includes amounts due to related gmend accounts payable and accrued liabilitidsesd are
initially measured at fair value, net of transastamsts, and are subsequently measured at amoctstdising

the effective interest method, with interest exgeresognized on an effective yield basis.

The Company has classified accounts payable andiettdiabilities and due to property vendors aseoth
financial liabilities.
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International Northair Mines Ltd.
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For the Year Ended February 28, 2014

(Expressed in Canadian Dollars)

3. Significant Accounting Policies — continued

j) Financial instruments— continued
(iii) Effective interest method
The effective interest method calculates the amedlticost of a financial liability and allocateseirgst expense
over the corresponding period. The effective irderate is the rate that discounts estimated futash receipts

over the expected life of the financial liability;,, where appropriate, a shorter period.

Income is recognized on an effective interest bisislebt instruments other than those financiatrimments
classified as FVTPL.

(iv) Derecognition of financial liabilities
Financial liabilities are derecognized when the @any’s obligations are discharged, cancelled oy éxpire.
k) Income taxes

Income tax expense consists of current and defdeedexpense. Income tax expense is recognizetien t
statements of loss and comprehensive loss.

Current tax expense is the expected tax payablh@maxable income for the year, using tax ratesied or
substantively enacted at period end, adjustedrfmaiments to tax payable with regards to previeassy

Deferred taxes are recorded using the statemeifimiaricial position liability method. Under the ®ment of
financial position liability method, deferred tagsats and liabilities are recognized for futuredamsequences
attributable to differences between the finandialesnent carrying amounts of existing assets atuilities and
their respective tax bases. Deferred tax assetdiaitities are measured using the enacted ortaunkigely
enacted tax rates expected to apply when the @ssstlized or the liability settled.

The effect on tax assets and liabilities of a cleangtax rates is recognized in income in the petioat
substantive enactment occurs.

A deferred tax asset is recognized to the exteattithis probable that future taxable profits vl available
against which the asset can be utilized. To thengxhat the Company does not consider it probtizde a
deferred tax asset will be recovered, it does @obgnize the asset.

The following temporary differences do not resnlteferred tax assets or liabilities:

« the initial recognition of assets or liabilitiestido not affect accounting or taxable profit
* goodwill

Deferred tax assets and liabilities are offset witheme is a legally enforceable right to set offrent tax assets
against current tax liabilities and when they rekatincome taxes levied by the same taxation aigtend the
Company intends to settle its current tax assetdiahbilities on a net basis.

[) Environmental rehabilitation
A legal or constructive obligation to incur restima, rehabilitation and environmental costs arisdgen
environmental disturbance is caused by the exptorair development of a mineral property intereStch

costs arising from the decommissioning of plant atier site preparation work, discounted to theirpresent
value, are provided for and capitalized at thet stheach project to the carrying amount of theegssong with
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3. Significant Accounting Policies — continued
i) Environmental rehabilitation- continued

a corresponding liability as soon as the obligationincur such costs arises. The timing of theualct
rehabilitation expenditure is dependent on a numdfefiactors such as the life and nature of the tashe
operating license conditions and, when applicabke environment in which the mine operates.

Discount rates using a pre-tax rate that refleetttime value of money are used to calculate thepretent
value. The rehabilitation asset is depreciatedhensame basis as mining assets. The Company'sa¢st of

reclamation costs could change as a result of @simgregulatory requirements and assumptions deagathe

amount and timing of the future expenditures. Thelsenges are recorded directly to mining asseth wit
corresponding entry to the rehabilitation provisibhe Company’s estimates are reviewed annuallgbanges
in regulatory requirements, effects of inflatiordashanges in estimates.

Changes in the net present value, excluding chaimgélse Company’s estimates of reclamation costs, a
charged to profit and loss for the period. Thetxad rehabilitation projects that were included the
rehabilitation provision are recorded against tf@sision as incurred.

The Company has no material restoration, rehatiditaand environmental obligations as the distuceato
date is limited.

4. Capital Management

The Company’s objectives when managing capitalt@areafeguard the Company’s ability to continue agimg
concern in order to pursue the development of iteeral properties and to maintain a flexible cdpstaucture for
its projects for the benefit of its stakeholders. the Company is in the exploration stage, itsqipal source of
funds is from the issuance of common shares.

In the management of capital, the Company inclidesomponents of shareholders’ equity.

The Company manages the capital structure and naafastments to it in light of changes in econonuaditions
and the risk characteristics of the underlying &ssEo maintain or adjust the capital structure, @ompany may
attempt to issue new shares, enter into joint verpuoperty arrangements, acquire or dispose etsss adjust the
amount of cash and investments.

The Company’s investment policy is to invest itstcan highly liquid short-term interest-bearing @stments,
selected with regards to the expected timing okexrjitures from continuing operations.

The Company may require additional funding to césexploration and development plans and operatibrough
its current operating period.
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5. Financial Instruments

Categories of financial instruments

February 28, February 28,
2014 2013
Financial assets
FVTPL Assets
Cash $ 105,604 $ 166,347
Short-term deposits 637,000 2,537,000
AFS Assets
Short-term investments 758 1,516
Loans and receivables
Receivables 70,012 67,975
Due from related parties 37,620 105,850
Taxes receivable 388,800 478,333
$ 1,239,794 $ 3,357,021
February 28, February 28,
2014 2013
Financial liabilities
Other financial liabilities
Accounts payable and accrued
liabilities $ 162,283 $ 240,722
Due to property vendors - 487,300
$ 162,283 $ 728,022

Financial instruments measured at fair value aessified into one of three levels in the fair vahierarchy
according to the relative reliability of the inputsed to estimate the fair values. The three levkthe fair value
hierarchy are:

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

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

Level 3 — Inputs that are not based on observabl&eh data.

The Company'’s classifications of financial instrurtgewithin the fair value hierarchy are summaribetbw:

February 28, February 28,
2014 2013
Level 1
Cash $ 105,604 $ 166,347
Short-term deposits 637,000 2,537,000
Short-term investments 758 1,516
Level 2 - -
Level 3 - -
Total $ 743,362 $ 2,704,863

The carrying value of receivables, taxes receiyabldue from related parties, accounts payable aruiued
liabilities, and due to property vendors approxiedatheir fair value because of the short-term matir these
instruments.
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5.

Financial Instruments - continued
Financial Risk Management

The Company'’s financial instruments are exposecettain financial risks. The risk exposures andithgact
on the Company's financial instruments are sumradrzelow.

a) Currency Risk
The Company is primarily exposed to currency flatitons relative to the Canadian dollar through exiiterres
that are denominated in US dollars and Mexican qesélso, the Company is exposed to the impact of

currency fluctuations on its monetary assets aatalliiies.

The Company is exposed to foreign currency rislough the following financial assets and liabilities
denominated in currencies other than Canadianrdolla

Cash and short- Accounts payable and
February 28, 2014 term deposits Receivables accrued liabilities
US dollar $ 36,892 $ - $ 20,970
Mexican peso 14,664 397,258 17,087
$ 51,556 $ 397,258 $ 38,057
Cash and short- Accounts payable and
February 28, 2013 term deposits Receivables accrued liabilities
US dollar $ 154,765 $ - $ 64,897
Mexican peso 6,337 489,790 515,879
$ 161,102 $ 489,790 $ 580,776

At February 28, 2014 with other variables unchanged+/-10% change in exchange rates would
decrease/increase pre-tax loss by $41,000.

b) Interest Rate and Credit Risk

The Company has significant cash balances and teoest-bearing debt. The Company has no significant
concentrations of credit risk arising from operatioThe Company's current practice is to invesegxcash in
investment-grade short-term deposit certificatesas by reputable financial institutions with whitkeeps its
bank accounts and management believes the risksseftb be remote. The Company periodically monitioes
investments it makes and is satisfied with theitratings of its banks.

Cash and short-term deposits include deposits wdniehat variable interest rates. Sensitivity tdus pr minus
1% change in rates would affect annual net los§7#00.

Receivables are primarily amounts due from goventragencies and are unsecured and non-intereshiyear
Amounts due from related parties are recoverieadninistrative services provided to companies wéhain
officers and directors in common, such amountsbaised on time spent, unsecured, non-interest lgearid
due on demand. Management believes that the cigklitoncentration with respect to receivablesmate.
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5. Financial Instruments - continued
Financial Risk Management - continued
c) Liquidity Risk
The Company manages liquidity risk by maintaingwfficient cash balances. Liquidity requirements a
managed based on expected cash flows to ensur¢htrat is sufficient capital in order to meet sherm
obligations. As at February 28, 2014, the Compaag bash and short term deposit balances of $742,604
(February 28, 2013 - $2,703,347) to settle curiahtlities of $162,283 (February 28, 2013 - $722))
d) Commodity Price Risk
The Company’s ability to raise capital to fund erplion or development activities is subject toksis

associated with fluctuations in the market pricegald and silver. The Company closely monitors coadity
prices to determine the appropriate course of a¢tidoe taken by the Company.

6. Short-term Deposits

February 28, 2014 February 28, 2013
Security deposits held as collateral for corpocagglit cards  $ 32,000 $ 32,000
Security deposits held as other collateral 5,000 5,000
Guaranteed investment certificates 600,000 2,500,000
$ 637,000 $ 2,537,000

7. Short-term Investments

February 28, 2014 February 28, 2013

Marketable securities:
Holdings in companies related by virtue of common
directors/officers $ 758 $ 1,516

$ 758 $ 1,516

The Company classifies its short-term investmerds agailable-for-sale, with revaluation gains andsks
recognized in accumulated other comprehensive iecoAs of February 28, 2014, investments were nredsat a
fair value of $758, after an unrealized loss of$#bthe year ended February 28, 2014.

8. Property and equipment

Leasehold

Office Equipment Improvements  Vehicle Property Total
Cost
Balance, February 29, 2012 $ 148,291 $ 23,44066%72 $ - $238,303
Additions for the year 25,094 - 26,207 835,371 886,672
Balance, February 28, 2013 173,385 23,440 772, 835,371 1,124,975
Additions 6,909 - - j 6,909
Balance, February 28, 2014 $ 180,294 $23,440 $ap $835371 g1 131,884
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8. Property and equipment - continued

Accumulated Amortization

Balance, February 29, 2012 $111,736 $11,287 34420 $ } $ 163,365
Amortization for the year 13,089 3,103 13,133 - 29,325
Balance, February 28, 2013 124,825 14,390 53,4 ) 192,690
Additions 15,671 3,103 14,277 B 33,051
Balance, February 28, 2014 $ 140,496 $17,493 $67,752 9 - $225741
Carrying amounts
February 28, 2013 $ 48,560 $ 9,050 $39,3045835371 g 932,285
February 28, 2014 $ 39,798 $5,947 $25,027 $835371  $906,143
9. Exploration and Evaluation Assets
Parral 1, La Cigarra, El Sierra
Mexico Mexico Reventon, Rosario and Total
Mexico Other
February 29, 2012 $ - $3,585,699 $912,603 $39,897 $4,538,199
Acquisition and tenure 273,895 107,418 19,015 29,142 429,470
Camp and general 1,859 204,963 - 162,885 369,707
Drilling and data collection ~ 183,348 2 385 291 - 353,370 2,922,009
Field work and travel 39,164 239,435 - 57,088 335,687
Salaries and consulting 54,117 815,523 519 82,307 952,466
Contributions from joint-
venture partner - - - (289,497) (289,497)
Write-offs - - - (160,898) (160,898)
February 28, 2013 552,383 7,338,329 932,137 274,294 9,097,143
Acquisition and tenure 1,083,665 229,024 21,201 6,671 1,340,561
Camp and general 35,510 151,312 - 38,732 225,554
Drilling and data collection 86,781 145,160 - - 231,941
Field work and travel 5,475 38,939 518 - 44,932
Salaries and consulting 144,651 828,547 3,796 502 977,496
Write-offs ) - - (38,397) (38,397)
February 28, 2014 $1,908,465 $8,731,311 $957,652 $281,802 $11,879,230

La Cigarra, Mexico

During the year ended February 28, 2010, the Coynpatered into an option agreement, through itslyho
owned subsidiary Grupo Northair to acquire a 100&%rest in the La Cigarra Project located in thateSof
Chihuahua, Mexico. Grupo Northair can acquire @4@wnership in the concessions by making paynwres
a five year period totalling US$445,000 (US$245,pai).

During the year ended February 29, 2012, the Coynmaspanded the project to include the La Borracha

concession at a cost of US$35,000.
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9.

Exploration and Evaluation Assets- continued

During fiscal 2013, the Company also acquired serfaghts to land adjoining and overlying the La&ra
Project at a cost of US$825,000 (paid). In addijtia US$200,000 amount will be payable should the
Company announce development of a mine on the farf Project. These rights are capitalized tqp@ry
and equipment.

During the year ended February 28, 2014, the Coynpeached an agreement to allow access and conduct
exploration on a portion of the land for future staction, mining and processing.

Parral 1, Mexico

During the year ended February 28, 2013, the Cognparcuted an agreement with DFX Exploration Ltd.
(“DFX") to acquire up to a 70% interest in a langisfiion in the area of its La Cigarra Project, dstirsg of

the adjacent and outside properties. Under thest@f the agreement the Company paid $175,000sz0ed
450,000 shares valued at $101,500, during the fmastyears. In addition, the Company has purchased
1,000,000 common shares in DFX at a price of $@@5share and has recorded the share purchase as an
acquisition cost. Effective March 24, 2014, then@any entered into an agreement with DFX, amentliag
original agreement in order to acquire a 100% ée#kin the adjacent property and a 60% intereghén
outside property, subject to a 1% net smelter tgy@hyable to the original property vendor. To wog the
100% interest in the adjacent property the Compangt pay DFX $450,000 in cash ($200,000 paid) and
issue 5,000,000 common shares (issued with adhievof $750,000). Subsequent to earning itséstdn the
adjacent property, the Company will be requiredssme an additional 3,000,000 common shares to DEX
completes 20,000 meters of diamond drilling on pheperty, commences commercial production on the
property or if the Company is acquired by anott@npany. In addition, DFX will be paid an upfrordrus

of $0.10 per silver ounce equivalent up to a maximaf 50 million ounces if prior to September 30180at
least 50 million silver equivalent ounces are eated to exist on the adjacent property in a NI 83-1
technical report prepared by the Company. If silequivalent ounces are produced from the adjacent
property, DFX will be paid $0.10 per silver equizal ounce from production to a maximum of (i) 138iom
ounces, in the event that DFX received the upfommtus or (i) 185 million ounces if the upfront lhienwas

not applicable.

In order for the Company to exercise the option anduire a 60% interest in the outside propertg, th
Company must incur an aggregate of $500,000 inoeappbn expenses on the property, after which atjoi
venture will be formed with all exploration costighon a pro rata basis.

El Reventon, Mexico

The El Reventon project in Durango, Mexico was @&eguby staking a 100% interest in certain claimd ay
entering into, on July 2006, an option agreementafo additional concession. Under the terms ofagbtion
agreement, the Company earned a 100% interesteiroptioned concession by making payments totalling
US$151,000 (paid).

During the year ended February 28, 2013, the Compatered into an agreement whereby it grantedi$-oc
Ventures Ltd. (“Focus”) the option to acquire upB@ interest in the El Reventon Silver Projeciated in
the state of Durango, Mexico. Under the termdefagreement, Focus can earn its interest by yraqra of
US$235,000 (US$10,000 received) to the Company @demonths, incurring US$2,000,000 of exploration
expenditures on the property over a three yeangernd the maintenance of the underlying optioragent
and costs. During the year ended February 28, ,26b4us terminated its option agreement with the
Company.
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9. Exploration and Evaluation Assets- continued
Sierra Rosario, Mexico

During the year ended February 29, 2012, the Cognpaecuted an agreement with Sparton Resources Inc.
(“Sparton”) and American Consolidated Metals CofpAmerican Consolidated”) to facilitate the acqtien

by American Consolidated of Sparton’s 50% inteiiesthe Sierra Rosario Property located in the stdte
Sinaloa, Mexico. Sparton held a 51% interest ierr@i Rosario under a Joint Venture Agreement with t
Company. In consideration for the Company waving right of first refusal to match the American
Consolidated offer, Sparton transferred a 1% isteamd operatorship in the Sierra Rosario Properthe
Company concurrently with the completion of thestfipayment and share issuance from American
Consolidated to Sparton under their agreement.

Brandywine, Canada

The Company maintains the Brandywine claim nearsfiéhi, B.C. The nine unit claim is in good stamgdin
until August 3, 2015.

10. Share Capital and Reserves
Authorized share capital

Unlimited number of common shares without par value
Unlimited number of preferred shares with rightd egstrictions to be determined on issuance

Shares Issued

a) During the year ended February 28, 2014, the Coynmarmpleted a non-brokered private placement
consisting of 9,600,000 shares at a price of $@dvishare and a second non-brokered private plateme
consisting of 3,553,896 units at a price of $0.pdbunit for gross proceeds of $1,859,315. Urlaeteérms of
the second private placement each unit consistet@fhare and one half share purchase warraich f&h
warrant shall enable the holder to purchase a shahe Company at a price of $0.25 per share fograod of
two years. Finders’ fees and costs totalling $49®were payable in conjunction with the financing.

b) During the year ended February 28, 2013, the Cosnpampleted a 21,784,344 unit non-brokered private
placement at a price of $0.28 per unit for grosxeeds of $6,099,616. Each unit consisted of baees
and one half share purchase warrant. Each fuliamérshall enable the holder to purchase a shatieein
Company at a price of $0.40 for a period of eighte®nths. The warrants are subject to an accetérat
exercise provision if the shares of the Compangerat or above $0.85 for 10 or more consecutives.day
Finders’ fees consisting of $117,216 and 347,20@ s’ Warrants valued at $53,285 were payable on a
portion of the financings. The Finders’ Warranwrevvalued based on the Black Scholes model ubimg t
following assumptions:

Risk-free interest rate 0.99%
Expected dividend yield Nil

Expected stock price volatility 142%
Expected life (in years) 15

The Company also paid $31,058 share issuance asstsiated with the private placement.
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10. Share Capital and Reserves- continued

Stock options

The Company has established a share purchase pfdionvhereby the board of directors may, from time
time, grant up to a total of 18,332,662 optionglitectors, officers, employees or consultants. Vémting
period of options outstanding range from the gdaté to one year and expire 5 years from the giatst

a) Movements in share options during the period

The changes in share options were as follows:

Weighted Average

Options outstanding exercise price
Balance, February 29, 2012 3,240,000 $0.45
Granted 3,920,000 $0.30
Exercised (120,000) $0.21
Forfeited/Expired (40,000) $0.24
Balance, February 28, 2013 7,000,000 $0.37
Granted 3,030,000 $0.22
Exercised (75,000) (0.15)
Forfeited/Expired/Cancelled (1,366,666) (0.32)
Balance, February 28, 2014 8,588,334 $0.33

b) Fair value of share options granted

During the year ended February 28, 2014, the Cosngaanted options to directors, officers, employees
and consultants to purchase up to 3,030,000 comshanes of the Company at a weighted average
exercise price of $0.22 per share. The estima@dvélue of the stock options granted during teary
ended February 28, 2014 was $465,522 using the&kBlaboles option pricing model.

During the year ended February 28, 2013, the Cogngaanted options to employees to purchase up to
3,920,000 common shares of the Company at a welghterage exercise price of $0.30 per share. The
estimated fair value of the stock options grantednd) the year ended February 28, 2013 was $648,410
using the Black Scholes option pricing model.

The Company has used the following assumptiontsiogtion pricing model:

Year ended Year ended February 28,

February 28, 2014 2013
Risk-free interest rate 1.1-1.33% 0.99%
Expected dividend yield Nil Nil
Expected stock price volatility 105% - 130% 86% - 130%
Expected life (in years) 2.0-3.0 1.0-3.0
Expected forfeiture rate 0% 7%

During the year ended February 28, 2014 a totalevalf $527,140 (2013 - $620,244) has been recotoled
reserves and to share-based payments. The poftisimare-based payments recorded is based on $tieagre
schedule of the options.
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10. Share Capital and Reserves- continued
Stock options- continued

c) Share options outstanding

A summary of the Company’s options outstandingt&ehbruary 28, 2014 is as follows:

Options Options Price per Remaining contractual
outstanding exercisable share life (years) Expiry date
15,000 15,000 $0.15 0.67 October 30, 2014
125,000 125,000 $0.15 1.03 March 11, 2015
150,000 150,000 $0.15 1.14 April 21, 2015
1,075,000 1,075,000 $0.71 2.22 May 19, 2016
750,000 750,000 $0.495 2.39 July 18, 2816
50,000 50,000 $0.305 2.56 September 20, 2016
175,000 175,000 $0.25 2.58 September 28, 2016
255,000 255,000 $0.24 2.80 December 15, 2016
2,600,000 2,600,000 $0.28 3.29 June 13, 8017
470,000 470,000 $0.29 3.87 January 10, 2018
2,698,334 2,343,329 $0.22 4.01 March 4, 2018
225,000 225,000 $0.25 1.40 July 24, 2015
8,588,334 8,233,329

Subsequent to February 28, 2014:

i) The Company granted 2,615,000 share purchase sptiodirectors, officers and employees entitling
them to purchase 2,615,000 shares at a price b5%@&r share for a period of five years.

if) Options were cancelled as follows:
- 100,000 exercisable at price of $0.495 per stwdaly 18, 2016
- 50,000 exercisable at a price of $0.28 per stwdene 13, 2017
- 33,334 exercisable at a price of $0.22 per stwakdarch 4, 2018

Warrants
a) Movements in warrants during the year

The changes in share warrants during the year eRdbrliary 28, 2014 and the year ended February 28,
2013 were as follows:

Weighted average

Warrants outstanding exercise price
Balance, February 29, 2012 9,398,166 $0.50
Issued 11,239,372 $0.40
Exercised/Expired (9,398,166) $0.50
Balance, February 28, 2013 11,239,372 $0.40
Issued 1,776,947 $0.25
Cancelled/Expired (11,239,372) $0.40
Balance, February 28, 2014 1,776,947 $0.25
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10. Share Capital and Reserves- continued
Warrants - continued
b) Warrants outstanding
A summary of the Company’s warrants outstandingt &ebruary 28, 2014 is as follows:

Number Exercise price Expiry Date
1,776,947 $0.25 July 22, 2015

Shareholder Rights Plan

The Company’s board of directors approved the adopdf a Shareholder Rights Plan (the “Rights Pjan”
Shareholder approval of the Rights Plan was obtisitéhe Company’s annual general meeting of slédels held
on August 16, 2011. The Rights Plan has an irtitiah which expires at the annual general meetfrelpareholders
of the Company to be held in 2014, unless termthatalier. The Rights Plan may be extended begirdl by
resolution of shareholders at such meeting. Utlteeterms of the Rights Plan, should a transadfoevent occur,
holders will be entitled to acquire common shartes 80% discount to the market price. Certain @esor groups
may be exempt from the dilutive effects of the RégRlan. The Rights Plan has received the appafvidle TSX
Venture Exchange.

11. Income Taxes

A reconciliation of income taxes at statutory ratéth the reported taxes is as follows:

2014 2013
Loss for the year $ (1,862,303) $ (2,379,394)
Expected income tax (recovery) $ (483,000) $ (595,000)
Change in statutory rates, foreign tax and other 29,000 386,000
Permanent Difference 180,000 152,000
Share issue cost (31,000) (37,000)
Change in unrecognized deductible temporary 205,000 94,000
differences
Total income tax expense (recovery) $ - $ -

The significant components of the Company’s unréedrdeferred tax assets are as follows:

2014 2013

Deferred Tax Assets (liabilities)
Exploration and evaluation assets $ 164,000 $ 07,0
Property and equipment 88,000 78,000
Share issue costs 78,000 72,000
Allowable capital losses 71,000 68,000
Non-capital losses available for future period 1,427,000 1,052,000

1,828,000 1,427,000
Unrecognized deferred tax assets (1,828,000) (1,427,000)
Net deferred tax assets $ - $ -
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11. Income Taxes- continued

The significant components of the Company’s unrecaayl temporary differences and tax losses arelksvs:

2014 2013 Expiry Date Range
Temporary Differences
Exploration and evaluation assets $ (9,979,000) $ (7,197,000) No expiry date
Property and equipment 332,000 303,000 No expiry date
Share issue costs 298,000 290,000 2033 - 2036
Allowable capital losses 273,000 273,000 No expiry date
Non-capital losses available for future period 15,398,000 12,044,000 2015-2034

Tax attributes are subject to review, and poteniiflistment, by tax authorities

12. Related party transactions

Balances and transactions between the Companysasubisidiary have been eliminated on consolidatimhare not
disclosed in this note. Details of the transactioetween the Company and other related partiedisniesed below.

a) Related party transactions

Certain companies which have an officer and/oradineor former officer and/or director in common or
which have a partner who is an officer of the Conmypeender services or are charged for certain sesvi

as follows:
Nature of transactions
New Dimension Resources Ltd. Administrative andrgalecoveries
Mercator Minerals Ltd. Administrative recoveries
Condire Investors LLC. Consulting
North Arrow Minerals Inc. Administrative recoveries
Grenville Strategic Royalty Corp. (formerly Troon Administrative recoveries

Ventures Ltd.)

The Company incurred the following transactionshi@a normal course of operations in connection wiémpanies
which have an officer and/or director in common.

Year ended Year ended
February 28, February 28,
Note 2014 2013
Accounting fees $ - $ 139
Administrative recoveries $ (22,652) % (38,421)
Salary recoveries 0] $ (211,210) $ (187,194)
Financing costs $ 79,558 $ -
Consulting $ 44,441 $ 181,293
() The Company recovered salaries from companies edgttain officers and directors in common.

These amounts have been recorded against offlagiesaand general expense.
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12. Related party transactions- continued

b) Related party balances

The Company is owed the following amounts fromteglgparties primarily for reimbursements of shared
office costs:

February 28, 2014 February 28, 2013
Mercator Minerals Ltd. $ 4070 $ 4,268
New Dimension Resources Ltd. 7,844 8,731
Grenville Strategic Royalty Corp. 7,634 144
North Arrow Minerals Inc. 17,898 50,138
Other 174 42,569
$ 37,620 $ 105,850

¢) Compensation of key management personnel

Year ended Year ended
February 28, February 28,
2014 2013
Management fees, directors’ fees, salaries $ 318,000 $ 314,333
Share-based payments $ 314,210 $ 378,009

d)

e)

- Share-based payments represent the expense forethie ended February 28, 2014 and
February 28, 2013.

- Key management personnel were not paid post-emmay benefits, termination benefits, or
other long-term benefits during the years endeduzel 28, 2014 and February 28, 2013.

Employment contract

During the year ended February 28, 2013, the Coynpatered into employment agreements with certain
senior employees and officers requiring minimum uahrpayments totalling $495,500. In addition, the
agreements contain clauses which could providpdgments to be made to these employees or offipens

the conclusion of a change in control or similangaction. On the event of such a transactiotmpany
could become liable for the payment of salarie$19181,000.

Consulting contract
During the year ended February 28, 2014, the Coynpatered into agreements with Condire Investor€.LL

(“Condire™), a party related by a director, undehieh the Company paid Condire $44,441 for planning,
advisory and due diligence services, financingot$79,558 and granted 225,000 stock options.
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13. Segmented Information

The Company's business consists of mineral exglorand development. Details on geographic segrametas

follows:
February 28, February 28,
Total Assets 2014 2013
Canada $ 877,030 2,742,984
Mexico 13,198,451 10,686,084
Total $ 14,075,481 13,429,068
February 28, February 28,
Total Non-current Assets 2014 2013
Canada $ 39,926 49,029
Mexico 13,134,247 10,458,732
Total § 13,174,173 10,507,761
Year ended Year ended
February 28, February 28,
Net Loss 2014 2013
Canada $ 1,687,858 1,985,687
Mexico 174,445 393,707
Total $ 1,862,303 2,379,394
14. Commitment
As at February 28, 2014, the commitment for reoftéhe Company’s office space is as follows:
Year ending
February 28, 2015 $ 269,771
February 29, 2016 $ 247,290

The rental cost includes the basic monthly renwvels as a proportionate share of the building’srapeg costs and

property taxes. The Company has sub-lease agréembith allow it to recover a portion of the minim annual
rental commitments.

15. Supplemental cash flow information

Year ended Year ended,
February 28, February 28,
Changes in non-cash working capital: 2014 2013
Increase in:
Receivables and taxes receivable $ (38,078) $ (438,062)
Due from related parties 68,230 (15,209)
Prepaid expenses (7,695) 18,432
Increase in:
Accounts payable and accrued liabilities (18,999) 32,170
$ 3458 $ (402,669)
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15. Supplemental cash flow information - continued

Year ended Year ended
February 28, February 28,
Schedule of non-cash investing and financing transtions: 2014 2013
Fair value of warrants issued $ - $ 53,285
Change in exploration and evaluation assets indu@ccounts
payable $ (59,440) $ 196,414
Unrealized loss on short-term investments $ 758 % 2,779
Shares issued in acquisition of exploration anduaten assets $ 797,500 $ 54,000
Property and equipment acquisitions through duestaor $ - % 487,300
Advances from joint venture partners allocatedqol@ation and
evaluation assets $ - % 103,443

16. Subsequent event

Subsequent to February 28, 2014, the Company s@lé% Net Smelter Royalty (“NSR”) on the Companka
Cigarra Silver Project to Coeur Capital Inc., a pamy holding 19.4% of the Company’s outstandingeshor total
proceeds of US$4,000,000. Under the terms of tieemnent the Company received US$2,250,000 fonisial i
1.25% NSR with a further US$1,750,000 to be paiddo additional 1.25%. A finders’ fee to a maximuain
US$80,000 is to be paid in connection with theiolp®f the transaction.
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