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SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(UNAUDITED)
(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

September 30, March 31, April 1,
Notes 2011 2011 2010
Assets
Current assets
Cash and cash equivalents S 247,441 S 70,630 S 1,003,624
Accounts receivable 44,340 32,291 17,471
Due from related parties - - 109,166
Prepaid expenses 4,038 6,504 11,766
295,819 109,425 1,142,027
Non-current assets
Plant and equipment 5 41,456 49,351 63,949
Exploration and evaluation expenditures 4 18,308,295 18,736,365 29,293,675

S 18,645,570 S 18,895,141 $30,499,651

Liabilities and Shareholders' Equity
Current liabilities

Accounts payable and accrued liabilities S 211,196 S 197,279 $ 409,558
Provision for reclamation and closure costs 6 500,000 500,000 500,000
Loans payable 9 551,246 914,157 1,001,895
Total liabilities 1,262,442 1,611,436 1,911,453
Shareholders' equity 17,383,128 17,283,705 28,588,198

$ 18,645,570 $ 18,895,141 $30,499,651

Nature of Operations and Going Concern 1

Approved on behalf of the board:

“DAVID RAE” “BRYAN MORRIS”

DIRECTOR DIRECTOR

See accompanying notes to interim consolidated financial statements.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)

FOR THREE AND SIX MONTHS ENDED SEPTEMBER 30
(UNAUDITED)
(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

Three Months Ended
September

Six Months Ended
September

2011 2010

2011 2010

Expenses

Administrative and management services

110,178 S 89,692

219,316 $ 180,603

Professional fees 94,987 53,187 137,926 62,915
Director fees 7,652 - 15,428 -
Office rent, salaries and sundry - 2,290 - 2,451
Regulatory and transfer agent 2,773 2,774 3,708 3,569
Travel and accommodation - (13) - 1,931
Depreciation 3,924 3,979 7,895 7,924
Share-based payments 28,780 30,263 52,130 60,133

248,294 182,172 436,403 319,526

Loss before other items

Other income (expense)
Interest and other income

Foreign exchange gain (loss)

(248,294) (182,172)

12 -
- 25,807

(436,403) (319,526)

12 -
240 (40,859)

Net loss

(248,282) $ (156,365)

(436,151) $ (360,385)

Basic and diluted loss per common share

(0.00) $ (0.00)

(0.01) S (0.00)

Weighted average number of common shares outstanding

76,386,133 75,989,757

76,384,539 75,983,778

Other comprehensive (loss) income, net of income taxes

Net loss

Currency translation adjustment

(248,282) $ (156,365)
(802,571) 666,675

(436,151) S (360,385)
(485,196) (183,837)

Total comprehensive (loss) income

(1,050,853) $ 510,310

(921,347) $ (544,222)

See accompanying notes to interim consolidated financial statements.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(UNAUDITED)
(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

Accumulated

other
Common shares Contributed Retained comprehensive

Number Amount surplus earnings income Total
Balance, April 1,2010 75,977,800 $ 8,160,738 $ 5,264,081 $ 15,163,379 $ - § 28,588,198
Net loss - - - (360,385) - (360,385)
Common shares issued on options exercised 50,000 7,215 - - - 7,215
Fair value of options exercised - 3,550 (3,550) - - -
Share-based compensation expenditure - - 63,008 - - 63,008
Cumulative translation adjustment - - - - (183,837) (183,837)
Balance, September 30, 2010 76,027,800 8,171,503 5,323,539 14,802,994 (183,837) 28,114,199
Net loss - - - (11,834,161) - (11,834,161)
Common shares issued on options exercised 300,000 47,254 - - - 47,254
Fair value of options exercised - 24,383 (24,383) - - -
Share-based compensation expenditure - - 76,819 - - 76,819
Cumulative translation adjustment - - - - 879,594 879,594
Balance, March 31,2011 76,327,800 8,243,140 5,375,975 2,968,833 695,757 17,283,705
Net loss - - - (436,151) - (436,151)
Common shares issued on private placement, net of issue costs 2,222,222 190,835 - - - 190,835
Fair value of warrants issued on private placement - (84,120) 84,120 - - -
Common shares issued on options exercised 58,333 12,057 - - - 12,057
Fair value of options exercised - 8,758 (8,758) - - -
Common shares issued on settlement of debt, net of issue costs 8,888,889 765,748 - - - 765,748
Share-based compensation expenditure - - 52,130 - - 52,130
Cumulative translation adjustment - - - - (485,196) (485,196)
Balance, September 30,2011 87,497,244 $ 9,136,418 § 5,503,467 S 2,532,682 $ 210,561 $ 17,383,128

See accompanying notes to interim consolidated financial statements.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE SIX MONTHS ENDED SEPTEMBER 30
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

Six Months Ended

September
2011 2010
Operating activities

Net loss for the period $ (436,151) S (360,385)
Adjustments for items not affecting cash:

Share-based payments 52,130 60,133

Unrealized foreign exchange gain (loss) 13,212 56,833

Depreciation 7,895 7,924

(362,914) (235,495)

Changes in non-cash components of working capital

Accounts receivable (12,049) (4,667)
Prepaid expenses 2,466 4,621
Accounts payable and accrued liabilities 13,917 (110,326)
4,334 (110,372)

Cash used in operating activities (358,580) (345,867)

Investing activities

Expenditures on plant and equipment - (422)
Expenditures on exploration and evaluation (119,356) (218,715)
Cash used in investing activities (119,356) (219,137)

Financing activities

Common shares issued for cash, net of issuance costs 198,560 7,215
Advances from (repayment to) parent company 456,187 (419,122)
Cash provided by financing activities 654,747 (411,907)
Net increase (decrease) in cash and cash equivalents during
the period 176,811 (976,911)
Cash and cash equivalents - beginning of period 70,630 1,003,624
Cash and cash equivalents - end of period $ 247,441 S 26,713

See accompanying notes to interim consolidated financial statements.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

1. NATURE OF OPERATIONS AND GOING CONCERN

Sinchao Metals Corp. (“Sinchao”, or the “Company”) (TSX-V:SMZ) was incorporated on March 15, 2006 under
the Business Corporations Act of Alberta and on December 15, 2006 continued under the Business
Corporations Act of British Columbia. Sinchao is a publically held company on the TSX Venture Exchange
(“TSX-V”).Through its 100% owned subsidiary, Corporacion Minera Sinchao S.A.C. (“Minera Sinchao”), the
Company’s principal business is the acquisition, exploration and development of mineral properties located in
Peru.

The audited consolidated financial statements of the Company as at and for the year ended March 31, 2011
which were prepared under Canadian Generally Accepted Accounting Principles (“Canadian GAAP”) are
available on SEDAR at www.sedar.com.

The Company is in the process of exploring and evaluating its mineral properties in Peru. On the basis of
information to date, it has not yet determined whether these properties contain economically recoverable ore
reserves. The underlying value of the mineral properties and related deferred costs are entirely dependent on
the existence of economically recoverable reserves, the ability of the Company to obtain the necessary
financing to complete development and upon future profitable production. The amount shown as mineral
properties and deferred exploration costs represents net costs to date and does not necessarily represent
present or future values.

These interim consolidated financial statements have been prepared on a going concern basis which assumes
that the Company will be able to realize its assets and discharge its liabilities in the normal course of business
for the foreseeable future. At September 30, 2011, the Company had a working capital deficit of $966,623
(March 31, 2011 - $1,502,011), incurred a six months net loss of $265,022 (September 30, 2010 - $360,385)
and has incurred losses since inception.

These conditions cast significant doubt about the Company’s ability to continue as a going concern. The
Company is dependent upon the continuing support of its major shareholder, Andean American Gold Corp.,
(“Andean”) and/or obtaining additional financing to meet its obligations.

Failure to arrange adequate financing on acceptable terms would have an adverse effect on the financial
position, results of operations, cash flows and prospects of the Company. These consolidated financial
statements do not give effect to adjustments that would be necessary should the Company be unable to
continue as a going-concern and, therefore be required to realize its assets and liquidate its liabilities in other
than the normal course of business and at amounts which may differ from those shown in the consolidated
financial statements. Such adjustments could be material.

BASIS OF PREPARATION

The Company prepares its financial statements in accordance with Canadian generally accepted accounting
principles (“Canadian GAAP”) as set out in the Handbook of the Canadian Institute of Chartered Accountants
(“CICA Handbook”). In 2010, the CICA Handbook was revised to incorporate International Financial Reporting
Standards (“IFRS”), and requires publicly accountable enterprises to apply such standards effective for years
beginning on or after January 1, 2011. Accordingly, the Company commenced reporting on this basis in its
2012 interim consolidated financial statements. In these interim consolidated financial statements, the term
“Canadian GAAP” refers to Canadian GAAP before the adoption of IFRS.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

BASIS OF PREPARATION - continued

These interim consolidated financial statements have been prepared in accordance with the IFRS applicable to
the preparation of interim financial statements, including International Accounting Standards (“IAS”) 34,
Interim Financial Reporting, and IFRS 1, First-time Adoption of International Financial Reporting Standards.
The Company has consistently applied the same accounting policies throughout all periods presented, as if
these policies had always been in effect. Note 13 discloses the impact on transition to IFRS on the Company’s
reported equity as at September 30, 2010 and loss and comprehensive loss and cash flows for the three and
six months ended September 30, 2010 and for the year ended March 31, 2011. This transition note also
includes the nature and effect of significant changes in accounting policies from those used in the Company’s
consolidated financial statements for the year ended March 31, 2011.

The accounting policies applied in these interim consolidated financial statements are based on IFRS issued
and outstanding as of November 15, 2011, the date the Board of Directors approved the statements and
effective as of March 31, 2012. Any subsequent changes to IFRS that are given effect in the Company’s annual
consolidated financial statements for the year ending March 31, 2012 could result in restatement of these
interim consolidated financial statements, including the transition adjustments recognized on change-over to
IFRS.

The interim consolidated financial statements should be read in conjunction with the Company’s Canadian
GAAP annual financial statements for the year ended March 31, 2011 and the Company’s condensed interim
consolidated financial statements for the three months ended June 30, 2011 prepared in accordance with IFRS
applicable to interim financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of consolidation

The consolidated interim financial statements comprise the accounts of the Company and its wholly-owned
subsidiary as at and for the six months ended September 30, 2011.

The financial statements of the subsidiary are prepared for the same reporting period as the parent company,
using consistent accounting policies. All inter-company transactions and balances are eliminated in
consolidation.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

(b) Functional and presentation currency

These interim consolidated financial statements are presented in US dollars. The Company’s functional

currency is the Canadian dollar. The functional currency of the Company’s Peruvian subsidiary is the United

States dollar. Subsequent to the adoption of IFRS, all exchange differences resulting from the translation of

foreign currency financial statements are reported in other comprehensive income.

(c) Financial assets

Financial assets are classified into one of the four categories at initial recognition:

(i) Financial assets at fair value through profit or loss (“FVTPL”)
A financial asset is classified as FVTPL when it has been acquired principally for the purpose of selling in
the near future, it is a part of an identified portfolio of financial instruments that the Company manages
and has an actual pattern of short-term profit-taking; or it is a derivative that is not designated and
effective as a hedging instrument.
Financial assets classified as FVTPL are stated at fair value with any resultant gain or loss recognized in
profit and loss. The net gain or loss recognized incorporates any dividend or interest earned on the
financial asset. Attributable transaction costs are recognized in profit or loss as incurred.
The Company classifies cash and cash equivalents as loans and receivables.

(ii) Held-to-maturity financial assets
A financial asset is classified as held-to-maturity when the Company has the intent and ability to hold debt
securities to maturity. Held-to-maturity assets are recognized initially at fair value plus any directly
attributable transaction costs.

(iii) Loans and receivables
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an
active market. They are initially recognized at the transaction value and subsequently carried at amortized
cost less impairment losses.

(iv) Available for sale (“AFS”) financial assets
A financial asset is classified as AFS when it is designated as available for sale or is not classified in any of
the previous categories. AFS assets are stated at fair value with any resultant gain or loss recognized in

other comprehensive income.

The Company classifies investments in marketable securities as AFS assets.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
(d) Financial liabilities

Financial liabilities are classified as either financial liabilities at fair value through profit or loss (FVTPL) or
other-financial-liabilities.

The Company classifies trade and other payables, accrued liabilities, deposits received and amounts due under
line of credit facilities as other-financial-liabilities.

(e) Cash and cash equivalents

Cash and cash equivalents include all cash on hand, bank balances and all highly liquid short-term investments.
The Company considers all highly liquid short-term investments with a maturity of three months or less at the
date of purchase to be cash equivalents.

(f) Plant and equipment

Plant and equipment are recorded at cost less accumulated depreciation and accumulated impairment losses.
The cost of each plant and equipment item consists of the acquisition price, any costs directly attributable to
bringing the asset to the location and condition necessary for its intended use and an initial estimate of the
costs of dismantling and removing the item and restoring the site on which it is located.

Plant and equipment are recorded at cost. Amortization is computed using the straight-line method over the
estimated useful lives of the assets as follows:

Exploration and other equipment 3 years, straight-line
Vehicles 4 years, straight-line
Computers and software 2 years, straight-line
Furniture and fixtures 5 years, straight-line

Where an item of plant and equipment comprises major components with different useful lives, the
components are accounted for as separate items of plant and equipment.

The depreciation method, useful life and residual values are assessed annually.
Assets under construction include plant and equipment in the course of construction for production or for its

own use. These are recorded at cost and are not depreciated until construction is completed and the assets
are ready for its intended use.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
(g) Exploration and evaluation expenditures

The Company’s intangible assets are the deferred exploration and evaluation expenses associated with the
Company’s mineral properties. As such, the Company recognizes as assets all such costs including acquisition
costs, field exploration and field supervisory costs relating to specific properties, until those properties are
brought into production, at which time they will be amortized on a unit-of-production basis, or until the
properties are abandoned, sold or considered to be impaired in value, at which time, an appropriate charge
would be made. Expenses incurred during the pre-production period are also deferred and any revenues
realized during the period are recorded as a reduction in deferred expenditures.

The recoverability of the carrying value of exploration properties is dependent upon the discovery of
economically recoverable resources, the ability of the Company to obtain financing or other means to
complete development of the properties, and the future profitable production or proceeds from the
disposition of the properties.

The amounts capitalized represent costs to be charged to operations in the future and do not necessarily
reflect the present or future values of particular properties.

(h) Impairment of non-financial assets

The Company reviews its tangible and intangible assets for indications of impairment at each reporting date
when events or changes in circumstances indicate that the carrying amount may not be recoverable. If
indication of impairment exists, the asset’s recoverable amount is estimated. Where it is not possible to
estimate the recoverable amount of an individual asset, the Company estimates the recoverable amount of
the cash-generating unit (“CGU”) to which the assets belong.

An impairment loss is recognized when the carrying amount of an asset, or its cash-generating unit, exceeds
its recoverable amount. The recoverable amount is the higher of net selling price and value in use. In
determining the value in use, the expected future cash flows from the asset are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. A cash-generating unit is the smallest identifiable group of assets that generates
cash inflows that are largely independent of the cash inflows from other assets or groups of assets.
Impairment losses are recognized in profit or loss, unless the relevant asset is carried at a revalued amount, in
which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit is
increased by the revised estimate of its recoverable amount but not beyond the carrying amount that would
have been determined had no impairment loss been recognized for the asset in the prior periods. A reversal of
such impairment loss is recognized into profit or loss.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
(i) Provision for reclamation and closure costs

The Company recognizes liabilities for statutory, contractual or legal obligations associated with the
retirement of property, plant and equipment, when those obligations result from the acquisition,
construction, development or normal operation of the assets. Initially, a liability for an asset retirement
obligation is recognized at its fair value in the period in which it is incurred. Upon initial recognition of the
liability, the corresponding asset retirement cost is added to the carrying amount of that asset and the cost is
amortized as an expense over the economic life of the related asset. Following the initial recognition of the
asset retirement obligation, the carrying amount of the liability is increased for the passage of time and
adjusted for changes to the amount or timing of the underlying cash flows needed to settle the obligation.

The present value of the reclamation liabilities may be subject to change based on management’s current
estimates, changes in remediation technology or changes to the applicable laws and regulations by regulatory
authorities, which affect the ultimate cost of remediation and reclamation.

(j) Income taxes

Current tax is the tax expected to be payable on the taxable income for the year calculated using rates that
have been enacted or substantively enacted by the balance sheet date. It includes adjustments for tax
expected to be payable or recoverable in respect of previous periods. Tax due in Peru is denominated in
Peruvian Soles, which is retranslated at each balance sheet date, with gains and losses shown within income
for the period.

Full provision is made for deferred taxation on all temporary differences existing at the balance sheet date
with certain limited exceptions.

Temporary differences are the difference between the carrying value of an asset or liability and its tax base.
The main exceptions to this principle are as follows:

e Tax payable on the future remittance of the past earnings of subsidiaries, associates and jointly controlled
entities is provided for except where the Company is able to control the remittance of profits and it is
probable that there will be no remittance in the foreseeable future;

e Deferred tax is not provided on the initial recognition of goodwill or from the initial recognition of an
asset or liability in a transaction that does not affect accounting profit or taxable profit and is not a
business combination; and

e Deferred tax assets are recognized only to the extent that it is more likely than not that they will be
recovered.

e Deferred tax is provided in respect of fair value adjustments on acquisitions. These adjustments may
relate to assets such as mining rights that, in general, are not eligible for income tax allowances. In such
cases, the provision for deferred tax is based on the difference between the carrying value of the asset
and its nil income tax base.

o Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realized. Deferred tax is charged or credited in the income statement, except when
it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with
in equity.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
(j) Income taxes - continued

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

(k) Share-based compensation

The Company has a share-based compensation plan, which is described in Note 7. The cost of any share-based
award is measured by the fair value determined on the grant date using the Black-Scholes option pricing
model. Measurement inputs include share price on measurement date, exercise price of the instrument,
expected volatility, weighted average expected life of the instruments, expected dividends, expected
forfeitures and the risk-free interest rate. The cost is recognized as expense or capitalized, if applicable, over
the graded vesting period where the fair value of each tranche is recognized over its respective vesting
period.

(1) Loss per share

Basic loss per share is computed by dividing net loss available to common shareholders by the weighted
average number of common shares outstanding during the period. The treasury stock method is used to
calculate diluted loss per share. Diluted loss per share is similar to basic loss per share, except that the
denominator is increased to include the number of additional common shares that would have been
outstanding assuming that options and warrants, with average market prices for the period greater than their
exercise prices, were exercised and the proceeds used to repurchase common shares. As the Company has a
loss for the period presented, all stock options and warrants are considered to be anti-dilutive.

(m) Critical accounting estimates

The preparation of the interim consolidated financial statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets, liabilities, income and expenses, particularly mineral properties, and
disclosure of contingent assets and liabilities at the reporting date and the reported amounts of revenue and
expenses during the period. Significant areas that require the use of estimates include the assessment of
valuation and impairment of non-financial assets, estimation of the decommissioning liabilities and valuation
of share-based compensation. Actual results could differ from those estimates.

The accounting policies set out in these financial statements have been applied consistently to all periods
presented in these interim consolidated financial statements and in preparing the opening IFRS statement of
financial position as at April 1, 2010 for the purposes of the transition to IFRS, unless otherwise indicated.

The following are significant management judgments in applying the accounting policies of the Company that
have the most significant effect on the financial statements.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
(m) Critical accounting estimates - continued
(i) Exploration and evaluation assets

The carrying value of the Company’s mineral property is reviewed by management quarterly, or whenever
events or circumstances indicate that its carrying value may not be recovered. If impairment is determined to
exist, the carrying value will be written down to the estimated fair value. Estimated fair value is normally
calculated using discounted cash flow projections.

(ii) Provision for reclamation and closure costs

The provision for reclamation and closure costs is reviewed by management quarterly, or whenever events or
circumstances indicate that the Company may have an obligation. Management relies on external reports
from engineers to ensure that the estimate is reasonable.

(i) Stock options and broker warrants

Stock option pricing and broker warrant valuation models require the input of highly subjective assumptions
including the expected price volatility. Changes in the subjective input assumptions can materially affect the
fair value estimate, and therefore the existing models do not necessarily provide a reliable single measure of
the fair value of the Company’s stock options granted and/or vested during the period, or the fair value of the
Company’s broker warrants at their date of issue.

(n) Accounting standards issued but not yet applied

In November 2009, the IASB issued IFRS 9, Financial Instruments, which becomes effective for annual periods
beginning on or after April 1, 2015.

In May 2011, the IASB issued the following standards: IFRS 10, Consolidated Financial Statements (“IFRS 10”),
IFRS 11, Joint Arrangements (“IFRS 11”), IFRS 12, Disclosure of Interests in Other Entities (“IFRS 12”), IAS 27,
Separate Financial Statements (“IAS 27”), IFRS 13, Fair Value Measurement (“IFRS 13”), and amended IAS 28,
Investments in Associates and Joint Ventures (“IAS 28”). Each of the new standards is effective for annual
periods beginning on or after April 1, 2013 with early adoption permitted.

IFRS 9 — Financial Instruments

IFRS 9 was issued in November 2009. It addresses classification and measurement of financial assets and
replaces the multiple category and measurement models in IAS 39 for debt instruments with a new mixed
measurement model having only two categories: amortized cost and fair value through profit or loss. IFRS 9
also replaces the models for measuring equity instruments and such instruments are either recognized at fair
value through profit or loss or at fair value through other comprehensive income. Where such equity
instruments are measured at fair value through other comprehensive income, dividends, to the extent not
clearly representing a return of investment, are recognized in profit or loss; however, other gains and losses
(including impairments) associated with such instruments remain in accumulated comprehensive income
indefinitely.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
(n) Accounting standards issued but not yet applied - continued
IFRS 9 — Financial Instruments - continued

Requirements for financial liabilities were added in October 2010 and they largely carried forward existing
requirements in IAS 39, except that fair value changes due to credit risk for liabilities designated as fair value
through profit and loss would generally be recorded in other comprehensive income.

IFRS 9 is required to be applied for accounting periods beginning on or after January 1, 2013, with earlier
adoption permitted.

IFRS 10 — Consolidation

IFRS 10 requires an entity to consolidate an investee when it is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to affect those returns through its power over the
investee. Under existing IFRS, consolidation is required when an entity has the power to govern the financial
and operating policies of an entity so as to obtain benefits from its activities. IFRS 10 replaces SIC-12,
Consolidation — Special Purpose Entities, and parts of IAS 27, Consolidated and Separate Financial Statements.

IFRS 11 —Joint Arrangements

IFRS 11 requires a venture to classify its interest in a joint arrangement as a joint venture or joint operation.
Joint ventures will be accounted for using the equity method of accounting whereas for a joint operation the
venturer will recognize its share of the assets, liabilities, revenue and expenses of the joint operation. Under
existing IFRS, entities have the choice to proportionately consolidate or equity account for interests in joint
ventures. IFRS 11 supersedes IAS 31, Interests in Joint Ventures, and SIC-13, Jointly Controlled Entities-Non-
monetary Contributions by Venturers.

IFRS 12 — Disclosure of Interests in Other Entities

IFRS 12 establishes disclosure requirements for interests in other entities, such as joint arrangements,
associates, special purpose vehicles and off balance sheet vehicles. The standard carries forward existing
disclosures and also introduces significant additional disclosure requirements that address the nature of, and
risks associated with, an entity’s interests in other entities.

IFRS 13 — Fair Value Measurement

IFRS 13 is a comprehensive standard for the fair value measurement and disclosure requirements for use
across all IFRS standards. The new standard clarifies that fair value is the price that would be received to sell
an asset, or paid to transfer a liability in an orderly transaction between market participants, at the
measurement date. It also establishes disclosures about fair value measurement. Under existing IFRS,
guidance on measuring and disclosing fair value is dispersed among the specific standards requiring fair value
measurements and in many cases does not reflect a clear measurement basis or consistent disclosures.

The Company has not yet assessed the impact of these new standards.
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4. EXPLORATION AND EVALUATION EXPENDITURES

(a) Details for the Company’s Sinchao Property are as follows:

Balance, April 1, 2010 S 29,293,675
Additions 170,648
Impairment (11,465,806)
Foreign exchange gain 737,848
Balance March 31, 2011 S 18,736,365
Additions 119,356
Foreign exchange loss (547,426)
Balance, September 30, 2011 S 18,308,295

The Sinchao mineral properties (the “Sinchao Project”) are located within the Yanacocha-Hualgayoc mining
district in the department of Cajamarca, Northern Peru. The Sinchao Project is comprised of four
exploration rights.

During March 2011, the Company conducted a review of its properties and determined that title to the
claims of four of the properties comprising the Sinchao Project were not properly transferred to a
subsidiary of Andean, the party that purported to transfer the claims to Sinchao. As a result neither Andean
nor Sinchao holds any proprietary interest in the claims. These claims contain approximately 40% of the
inferred resource previously disclosed by Sinchao. Sinchao has been striving to reach an agreement with
the parties that Andean originally dealt with in order to remedy the deficiencies in title, however it has
been unable to reach such an agreement. Sinchao is therefore not optimistic that it will be able to remedy
the deficiencies in title, and during the year ended March 31, 2011 has written the project down by
$11,465,806 to management's best estimate of its fair value, which takes into account the proportion of
resources no longer accessible, and the market value of the Company as a whole.

In addition to the four properties mentioned above, Sinchao has also determined that six other properties
acquired at the time of Sinchao’s formation had previously lapsed and thus are not held by Sinchao. These
properties are not material to Sinchao’s operations and were also written off in the year ended March 31,
2011.

(b) The Company paid IGV tax on the exploration and development of the Sinchao property. Upon
commencing production the Company can apply to have the IGV paid on the property refunded. Once
received, the payments will be offset against the deferred costs.
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5. PLANT AND EQUIPMENT

Details are as follows:

Exploration Office
and other equipment

equipment and others Total
Cost
At April 1, 2010 S 71,504 S 28,330 S 99,834
Capital expenditures 1,209 - 1,209
Acquisitions - - -
At March 31, 2011 72,713 28,330 101,043
Capital expenditures - - -
Acquisitions - - -
At September 30, 2011 S 72,713 $ 28,330 $ 101,043
Accumulated depreciation
At April 1, 2010 $ (28,112) $ (7,773) $ (35,885)
Depreciation (12,216) (3,591) (15,807)
At March 31, 2011 (40,328) (11,364) (51,692)
Depreciation (6,145) (1,750) (7,895)
At September 30, 2011 S (46,473) $(13,114) $ (59,587)
Carrying amounts
At April 1, 2010 S 43,392 $ 20,557 S 63,949
At March 31, 2011 S 32,385 $ 16,966 S 49,351
At September 30, 2011 S 26,240 $ 15,216 S 41,456
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6. PROVISION FOR RECLAMATION AND CLOSURE COSTS

All of the Company’s operations are subject to reclamation and closure requirements. Although the
ultimate amount of site restoration costs is uncertain, on a regular basis the Company monitors these
costs and together with third party engineers prepares internal estimates to evaluate their requirements.
The estimates prepared by management are then reconciled with the requirements of the Peruvian
mining regulations.

At September 30, 2011, March 31, 2011 and April 1, 2010, the provision for reclamation costs amounted
to $500,000. Reclamation on certain concessions owned by the Company is expected to take place by
April 2012, dependent on funding being available, and therefore is shown on an undiscounted basis.

7. SHARE CAPITAL

Authorized

(@)

The Company has authorized an unlimited number of common shares, with no par value.

For the six months ended September 30, 2011 the Company issued;

i. 58,333 common shares for options exercised at CADS0.20 per share.

ii. 2,222,222 units at CADS0.09 per unit for gross proceeds of CAD$200,000 under a non-brokered private
placement with Andean American Gold Corp. The units consist of one common share and one
common share purchase warrant. Each common share purchase warrant entitles the holder to
acquire one common share of the Company at a price of CAD$0.12 per share for a period of 5 years.
The Company paid issuance costs of CAD$1,750.

iii. 8,888,889 common shares at CADS0.09 per common share relating to a loan payable settlement in
the amount of CAD$800,000 with Andean American Gold Corp. The Company paid cash issuance costs
of CADS4,500.

For the year ended March 31, 2011 the Company issued;

i. 350,000 common shares for options exercised at CAD$0.15 — CADS$0.17 per share.

Escrowed shares

Pursuant to an Escrow Agreement dated September 15, 2006, 36,325,000 common shares, held by the

former shareholders of the Company, were deposited in escrow. In accordance with the Escrow

Agreement, an initial release of 10% thereof occurred on the initial trading date, December 21, 2006. All
common shares held in escrow at March 31, 2010, were released June 21, 2010.
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SHARE CAPITAL - continued

(b) Warrants

(©)

The following warrants were outstanding as at September 30, 2011:

Weighted Average

Number Exercise Price

At April 1, 2010 and March 31, 2011 - S -
Issued 2,222,222 0.12
At September 30, 2011 2,222,222 S 0.12

The fair value of the warrants granted was $84,120. This has been estimated as of the date of grant using
the Black-Scholes option pricing model with the following weighted average assumptions:

September 30, 2011

Risk free interest rate (%) 1.68
Average expected life (years) 5.00
Average expected volatility (%) 115.68

Dividend yield (%) -

Stock Options

The Company has established a Stock Option Plan for directors, officers, employees and consultants. The
maximum number of common shares that may be reserved under the Plan may not exceed 10% of the
outstanding shares at the time of grant. Options granted under the Plan generally have a term of five
years and vest over varying periods ranging from 0-24 months. The exercise price of each option equals or
exceeds the market price of the Company’s common shares on the date of the grant.
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7. SHARE CAPITAL - continued
(c)  Stock Options - continued

A summary of stock option activity for the six months ended September 30, 2011 is as follows:

Weighted Average

Number Exercise Price

At April 1, 2010 2,855,000 0.17
Granted 1,070,000 0.20
Forfeited (350,000) 0.15
At March 31, 2011 3,575,000 0.18
Granted 100,000 0.07
Exercised (58,333) 0.20
Expired and forfeited (1,211,667) 0.17
At September 30, 2011 2,405,000 0.18

The following table summarizes information about the stock options outstanding at September

30, 2011:
Options Outstanding Options Exercisable
Weighted
Number of Average Life Number
Exercise Price Options Remaining Exercisable
(S) (Years)
0.66 85,000 1.08 85,000
0.15 150,000 2.00 150,000
0.15 900,000 2.02 900,000
0.17 600,000 3.13 600,000
0.19 100,000 3.62 100,000
0.20 470,000 3.96 470,000
0.07 100,000 4.97 100,000
2,405,000 2.83 2,405,000

(d)  Share-based Payments

The Company accounts for share-based payments, including stock options and warrants, using the fair
value based method. Under this method, the fair value of stock options and warrants at the date of grant
is amortized over the vesting period and the offsetting credit is recorded as an increase in contributed
surplus. During the six months ended September 30, 2011, the Company recorded share-based payments
of $52,310 (September 30, 2010 - $63,008) of which SNil (2010 - $2,875) was capitalized to mineral
properties.
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7. SHARE CAPITAL — continued

(d)  Share-based Payments - continued

The fair value of each stock option granted has been estimated as of the date of the grant using the Black-
Scholes option pricing model with the following weighted average assumptions:

September 30, 2011 September 30, 2010

Risk free interest rate (%) 1.68 2.00-2.42
Average expected life (years) 5.00 5.00
Average expected volatility (%) 115.68 94.84 -95.10

Estimated forfeiture rate (%) - -
Dividend yield (%) - -
Fair value per option (S) 0.06 0.14-0.15

8. COMPENSATION OF KEY MANAGEMENT

6 months 6 months

ended ended

September 30, 2011 September 30, 2010
Salaries, consulting fees and director fees S 51,941 S 17,150
Stock-based compensation 24,482 45,758
Total compensation of key management S 76,423 S 62,908

Key management personnel were not paid post-employment benefits, termination benefits, or other long-
term benefits during the periods ended September 30, 2011 and 2010.
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RELATED PARTY TRANSACTIONS

(a) Transactions with related parties are as follows:

Related Party Nature of transactions

Andean American Gold Corp (i) Office rent and administrative expenses
Invicta Mining Corp (ii) Office rent

(i) Parent Company
(ii) Subsidiary of Parent Company

September 30, March 31, April 1,

2011 2011 2010

Due to Andean American Gold Corp S 214,617 $735,309 $1,001,895
Due to Invicta Mining Corp 336,629 178,848 -
S 551,246 $914,157 $1,001,895

The balances due to related parties are unsecured, non-interest bearing and have no specific terms
for repayment.

(b) During the six months ended September 30, 2011, the Company accrued or paid to Andean and its
subsidiaries $216,352 (September 30, 2010 - $180,480) for administrative services.

(c) During the six months ended September 30, 2011, Andean and its subsidiaries advanced $257,751 to the
Company (September 30, 2010 - $223,168).

(d) During the six months ended September 30, 2011, the Company settled debt of $770,800 (September 30,
2010 - $751,456) to Andean through the issuance of 8,888,889 common shares.

The foregoing related party transactions are recorded at their exchange amount, which is the amount of
consideration paid or received as established and agreed to between the related parties.
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10. GEOGRAPHICAL INFORMATION
The Company's only activities are the exploration of the Sinchao Project in Peru. The principal assets in Canada

consist of cash and cash equivalents and accounts receivable. The Company incurs most general and
administrative costs in Canada.

September 30, 2011 March 31, 2011 April 1, 2010

Canada Peru Canada Peru Canada Peru

Cash and cash equivalents $ 221,124 S 26,317 S 48,285 S 22,345 S 989,279 S 14,345
Accounts receivable 34,294 10,046 22,178 10,113 4,957 12,514
Prepaids - 4,038 - 6,504 808 10,958
Due from related parties - - - - 109,166
Plant and equipment 41,456 - 49,351 - 63,949
Exploration and evaluation expenditures - 18,308,295 - 18,736,365 - 29,293,675
$ 255,418 $ 18,390,152 S 70,463 $ 18,824,678 S 995,044 $ 29,504,607

11. LOSS PER SHARE

For the purpose of determining loss per share, the basic and diluted weighted average number of common
shares outstanding for the three and six months ended September 30, 2011 were 76,386,133 and 76,384,539
respectively (September 30, 2010 — 75,989,757 and 75,983,778). The determination of the weighted average
number of common shares outstanding for the calculation of diluted loss per share does not include the
effect of outstanding warrants and options since to do so would reduce the loss per share and would,
therefore, be anti- dilutive.

12. FINANCIAL INSTRUMENTS

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

September 30, March 31, April 1,

2011 2011 2010

Loans and receivables (i) 291,781 102,921 1,021,095
Financial liabilities amortized at cost 211,196 197,279 409,558
Loans payable 551,246 914,157 1,001,895

(i) Consists of:

Cash and cash equivalents - US Currency 26,317 30,561 22,515
Cash and cash equivalents - CDN Currency 221,124 40,069 981,109
Accounts receivable 44,340 32,291 17,471

The Company is exposed to certain financial risks, including currency risk, credit risk, liquidity risk, interest risk
and commodity price risk.
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12. FINANCIAL INSTRUMENTS - continued

(a) Currency risk

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

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

The Company was exposed to currency risk through the following assets and liabilities denominated in
Canadian dollars:

September 30, March 31, April 1,

2011 2011 2010

(CDNS) (CDNS$) (CDNS)

Cash and cash equivalents 229,715 38,851 22,871
Accounts receivable 35,626 31,309 5,036
Accounts payable and accrued liabilities (92,129) (568,651) (709,398)

Based on the net exposure in the preceding table as at September 30, 2011, and assuming that all other
variables remain constant, a 10% appreciation or depreciation of the Canadian dollar against the US dollar
would result in an increase/decrease of $17,300 in the Company’s net income (loss).

(b) Credit risk

The Company’s cash and cash equivalents are held in Canadian financial institutions in Canada and Peru.
The Company does not have any asset-backed commercial paper in its cash and cash equivalents. The
Company’s amount receivable consists primarily of goods and services tax due from the federal
government of Canada. The Company’s maximum credit risk exposure is considered to be represented by
the amounts shown in the balance sheet.

(c) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The risk of fluctuations in interest rates is not significant to
the Company.



SINCHAO METALS CORP.
(AN EXPLORATION STAGE COMPANY)

NoOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For THE SIX MONTHS eNDeD SEPTEMBER 30,2011 AND 2010
(UNAUDITED)

(IN UNITED STATES DOLLARS UNLESS OTHERWISE SPECIFIED)

12. FINANCIAL INSTRUMENTS - continued
(d) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The Company manages liquidity risk through the management of its capital structure.

Accounts payable and accrued liabilities are due within the current operating period, and may be less than
the book value in the financial statements due to the credit risk of the Company.

At September 30, 2011 the Company did not have any commitments.
Additional information relating to liquidity risk is disclosed in note 1.
(e) Commodity price risk

The ability of the Company to develop its mineral properties and the future profitability of the Company
are directly related to the market price of base and precious metals. At this time the Company does not
generate sales and so financial results are not impacted by commodity prices. The Company closely
monitors gold and fuel prices to determine the appropriate course of action to be taken by the Company.

13. TRANSITION TO IFRS

The accounting policies as set out in Note 3 have been applied in preparing the interim consolidated
financial statements for the six months ended September 30, 2011, the comparative information presented
for both the six months ended September 30, 2010 and year ended March 31, 2011 and in the preparation
of an opening IFRS statement of financial position as at April 1, 2010 (the date of transition to IFRS).

The Company has adopted IFRS on April 1, 2011 with a transition date of April 1, 2010. Under IFRS 1 First-
time Adoption of International Financial Reporting Standards, the IFRS are applied retrospectively at the
transition date with all adjustments to assets and liabilities as stated under Canadian GAAP taken to
retained earnings. IFRS 1 provides for certain exemptions to be applied on transition to IFRS. The Company
has elected to apply the following exemptions which are considered significant to the Company:

Business Combinations

IFRS 1 indicated that a first-time adopter may elect not to apply IFRS 3 Business Combinations
retrospectively to business combinations that occurred before the date of transition to IFRS. The Company
has elected to apply the requirements of IFRS 3, Business Combinations prospectively from April 1, 2010.

Cumulative translation adjustment

Cumulative translation differences for all operations with a functional currency other than the Canadian
dollar was deemed zero at transition.
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13. TRANSITION TO IFRS
Share-based payment transactions

IFRS 1 permits the Company not to have to apply IFRS 2, Share-based Payments, to equity instruments that
had fully vested by the Transition Date. Adopting this standard did not require any restatement of balances
under the Company’s transition to IFRS.

In preparing its opening IFRS statement of financial position, the Company has adjusted amounts reported
previously in its financial statements prepared in accordance with Canadian GAAP. An explanation of how
the transition from Canadian GAAP to IFRS has affected the Company’s financial position, financial
performance and cash flows is set out below.
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13. TRANSITION TO IFRS - continued

Reconciliation of assets, liabilities and equity as at April 1, 2010

Canadian Canadian Effect of
GAAP FX GAAP transition
CAD Adjustment usD to IFRS IFRS
ASSETS
Current assets
Cash and cash equivalents $1,019,481 $ (15,857) $ 1,003,624 S - $ 1,003,624
Accounts receivable 17,747 (276) 17,471 - 17,471
Due from related party 110,891 (1,725) 109,166 - 109,166
Prepaid expense 11,952 (186) 11,766 - 11,766
1,160,071 (18,044) 1,142,027 - 1,142,027
Non-current assets
Plant and equipment 71,609 (7,660) 63,949 - 63,949
Exploration and evaluation assets 31,231,617 (483,005) 30,748,612 (1,454,937) 29,293,675
TOTAL ASSETS $ 32,463,297 $ (508,709) $ 31,954,588 $(1,454,937) $ 30,499,651
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities S 416,028 $ (6,470) ¢ 409,558 S - S 409,558
Provision for reclamation and closure costs 507,900 (7,900) 500,000 - 500,000
Loans payable - due to parent company 1,017,725 (15,830) 1,001,895 - 1,001,895
1,941,653 (30,200) 1,911,453 - 1,911,453
Non-current liabilities
Deferred tax liabilities 460,413 (22,092) 438,321 (438,321) -
TOTAL LIABILITIES 2,402,066 (52,292) 2,349,774 (438,321) 1,911,453
SHAREHOLDERS' EQUITY
Share capital 8,289,678 (128,940) 8,160,738 - 8,160,738
Contributed surplus 5,368,907 (93,663) 5,275,244 (11,163) 5,264,081
13,658,585 (222,603) 13,435,982 (11,163) 13,424,819
Retained equity 16,402,646 (233,814) 16,168,832  (1,005,453) 15,163,379
TOTAL EQUITY 30,061,231 (456,417) 29,604,814 (1,016,616) 28,588,198

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY ¢ 32,463,297 $ (508,709) $ 31,954,588 $(1,454,937) $ 30,499,651
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13. TRANSITION TO IFRS - continued

Reconciliation of assets, liabilities and equity as at September 30, 2010

Canadian Canadian Effect of
GAAP FX GAAP transition
CAD Adjustment usb to IFRS IFRS
ASSETS
Current assets
Cash and cash equivalents S 28,439 S (1,726) S 26,713 ¢ - S 26,713
Accounts receivable 23,568 (1,430) 22,138 - 22,138
Prepaid expense 7,607 (462) 7,145 - 7,145
59,614 (3,618) 55,996 - 55,996
Non-current assets
Plant and equipment 64,547 (8,079) 56,468 - 56,468
Exploration and evaluation assets 31,435,061 (521,711) 30,913,350 (1,638,774) 29,274,576
TOTAL ASSETS $ 31,559,222 $(533,408) $31,025,814 $(1,638,774) $29,387,040
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities S 318,562 $§ (19,328) $ 299,234 S - $ 299,234
Provision for reclamation and closure costs 514,500 (14,500) 500,000 - 500,000
Loans payable - due to parent company 504,202 (30,595) 473,607 - 473,607
1,337,264 (64,423) 1,272,841 - 1,272,841
Non-current liabilities
Deferred tax liabilities 460,413 (22,092) 438,321 (438,321) -
TOTAL LIABILITIES 1,797,677 (86,515) 1,711,162 (438,321) 1,272,841
SHAREHOLDERS' EQUITY
Share capital 8,300,868  (129,365) 8,171,503 - 8,171,503
Contributed surplus 5,430,366 (95,664) 5,334,702 (11,163) 5,323,539
13,731,234  (225,029) 13,506,205 (11,163) 13,495,042
Retained equity 16,030,311  (221,864) 15,808,447 (1,005,453) 14,802,994
Accumulated other comprehensive loss - - - (183,837) (183,837)
TOTAL EQUITY 29,761,545  (446,893) 29,314,652  (1,200,453) 28,114,199
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 31,559,222 (533,408) 31,025,814 $(1,638,774) $29,387,040
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13. TRANSITION TO IFRS - continued

Reconciliation of assets, liabilities and equity as at March 31, 2011

Canadian Canadian Effect of
GAAP FX GAAP transition
CAD Adjustment UsD to IFRS IFRS
ASSETS
Current assets
Cash and cash equivalents S 68,483 S 2,147 ¢ 70,630 $ S 70,630
Accounts receivable 31,309 982 32,291 R 32,291
Prepaid expense 6,306 198 6,504 - 6,504
106,098 3,327 109,425 - 109,425
Non-current assets
Plant and equipment 60,179 (10,828) 49,351 - 49,351
Exploration and evaluation assets 20,065,336 (2,024,728) 18,040,608 695,757 18,736,365
TOTAL ASSETS $ 20,231,613 $ (2,032,229) $ 18,199,384 $ 695757 $ 18,895,141
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 191,282 S 5997 ¢ 197,279 $ -8 197,279
Provision for reclamation and closure costs 484,800 15,200 500,000 - 500,000
Loans payable - due to parent company 886,367 27,790 914,157 R 914,157
TOTAL LIABILITIES 1,562,449 48,987 1,611,436 - 1,611,436
SHAREHOLDERS' EQUITY
Share capital 8,371,510 (128,370) 8,243,140 R 8,243,140
Contributed surplus 5,483,107 (95,969) 5,387,138 (11,163) 5,375,975
13,854,617 (224,339) 13,630,278 (11,163) 13,619,115
Retained equity 4,814,547 (1,856,877) 2,957,670 11,163 2,968,833
Accumulated other comprehensive loss R - - 695,757 695,757
TOTAL EQUITY 18,669,164 (2,081,216) 16,587,948 695,757 17,283,705
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY ¢ 20,231,613 $ (2,032,229) $ 18,199,384 $ 695,757 $ 18,895,141
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13. TRANSITION TO IFRS - continued

Reconciliation of loss and comprehensive loss

Three months ended September 30,2010

Canadian Canadian Effect of
GAAP FX GAAP transition
CAD Adjustment UsD to IFRS IFRS
Expenses
Administrative and management services S 93,450 S (3,758) S 89,692 S - S 89,692
Professional fees 55,110 (1,923) 53,187 - 53,187
Office rent, salaries and sundry 2,371 (81) 2,290 - 2,290
Regulatory and transfer agent 2,877 (103) 2,774 - 2,774
Travel and accommodation - (13) (13) - (13)
Depreciation 4,091 (112) 3,979 - 3,979
Share-based payments 31,459 (1,196) 30,263 - 30,263
189,358 (7,186) 182,172 - 182,172
Loss before other items (189,358) 7,186 (182,172) - (182,172)
Other income (expense)
Foreign exchange gain 26,827 (1,020) 25,807 - 25,807
Net Loss $(162,531) S 6,166 S (156,365) $ - S (156,365)
Basic and diluted loss per common share $  (0.00) $ (0.00) $ (0.00)
Weighted average number of common shares outstanding 75,989,757 75,989,757 75,989,757
Other comprehensive (loss) income, net of income taxes
Net loss $(162,531) $ 6,166 $  (156,365) $ -8 (156,365)
Currency translation adjustment - - - 666,675 666,675
Total comprehensive (loss) income $(162,531) $ 6,166 S (156,365) $ 666,675 $ 510,310
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13. TRANSITION TO IFRS - continued
Reconciliation of loss and comprehensive loss

Six months ended September 30,2010

Canadian Canadian Effect of
GAAP FX GAAP transition
CAD Adjustment UsD to IFRS IFRS

Expenses

Administrative and management services $ 186,904 $ (6,301) $ 180,603 $ -8 180,603

Professional fees 65,110 (2,195) 62,915 - 62,915

Office rent, salaries and sundry 2,537 (86) 2,451 - 2,451

Regulatory and transfer agent 3,694 (125) 3,569 - 3,569

Travel and accommodation 1,998 (67) 1,931 - 1,931

Depreciation 8,192 (268) 7,924 - 7,924

Share-based payments 62,174 (2,041) 60,133 - 60,133

330,609 (11,083) 319,526 - 319,526

Loss before other items (330,609) 11,083 (319,526) (319,526)
Other income (expense)

Foreign exchange loss (41,726) 867 (40,859) - (40,859)
Net Loss S (372,335) $ 11,950 $ (360,385) S - $ (360,385)

Basic and diluted loss per common share $ (0.00) $ (0.00) $ (0.00)

Weighted average number of common shares outstanding 75,983,778 75,983,778 75,983,778
Other comprehensive (loss) income, net of income taxes

Net loss $ (372,335) S 11,950 $ (360,385) S - S (360,385)

Currency translation adjustment - - - (183,837) (183,837)

Total comprehensive (loss) income S (372,335) $ 11,950 $ (360,385) $ (183,837) $ (544,222)
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13. TRANSITION TO IFRS - continued

Reconciliation of loss and comprehensive loss

Year ended March 31,2011

Canadian Canadian Effect of
GAAP FX GAAP transition
CAD Adjustment usD to IFRS IFRS

Expenses

Administrative and management services S 415,174 S (7,519) $ 407,655 $ - s 407,655

Professional fees 130,783 (2,369) 128,414 - 128,414

Office rent, salaries and sundry 1,598 (29) 1,569 - 1,569

Regulatory and transfer agent 14,598 (264) 14,334 - 14,334

Travel and accommodation 6,574 (119) 6,455 - 6,455

Depreciation 16,041 (266) 15,775 - 15,775

Share-based payments 127,935 (1,848) 126,087 - 126,087

712,703 (12,414) 700,289 - 700,289

Loss before other items (712,703) 12,414 (700,289) - (700,289)
Other income (expense)

Write-off of exploration properties (11,306,431) (159,375) (11,465,806) - (11,465,806)

Interest expense (860) (11) (871) - (871)

Deferred income tax recovery 460,413 14,435 474,848 (474,848) -

Foreign exchange (loss) gain (28,518) 938 (27,580) - (27,580)
Net Loss $ (11,588,099) $ (131,599) $ (11,719,698) $ (474,848) $ (12,194,546)

Basic and diluted loss per common share 3 (0.15) S (0.15) S (0.16)

Weighted average number of common shares outstanding 76,027,800 76,027,800 76,027,800
Other comprehensive (loss) income, net of income taxes

Net loss $ (11,588,099) $ (131,599) $ (11,719,698) $ (474,848) $ (12,194,546)

Currency translation adjustment - - - 695,757 695,757

Total comprehensive (loss) income $ (11,588,099) $ (131,599) $ (11,719,698) $ 220,909 $ (11,498,789)
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13. TRANSITION TO IFRS - continued

a)

b)

Explanatory Notes

Exploration and evaluation assets and deferred taxation

IFRS April 1, 2010 opening balance sheet (“OBS”): Under Canadian GAAP, the Company was required to
record a deferred income tax liability on costs incurred on the exploration and evaluation assets that had no
tax basis. Under IFRS these deferred income tax liabilities are not required and are therefore reversed from
exploration and evaluation assets and deferred income tax liability. This adjustment impacted April 1, 2010,
September 30, 2010 and March 31, 2011.

Functional currency

Under IFRS, the framework used to determine the functional currency is similar to that used to determine
the currency of measurement under Canadian GAAP; however, under IAS 21, The effects of Changes in
Foreign Exchange Rates, the indicators of determining the functional currency are broken down into
primary and secondary indicators when determining functional currency. Primary indicators are closely
linked to the primary economic environment in which the entity operates and are given more weight.
Secondary indicators provide supporting evidence to determine an entity’s functional currency. As a result
of this difference, management has concluded that the most appropriate functional currency of the parent
company is the Canadian dollar; however, substantially all of its subsidiaries are the US dollar. Historically,
the currency of measurement of the company was the Canadian dollar and all subsidiaries were considered
integrated operations and accordingly, their currency of measurement was the Canadian dollar. The
Company has made the presentation currency the US dollar.

Accordingly, all non-monetary assets and liabilities have been converted at their respective historical dates.
In addition, in accordance with IFRS 1, the company has elected to reset the cumulative translation
adjustment account, which includes gains and losses arising from the translation of foreign operations and
the effects of the different functional currency described above, to zero at the date of transition to IFRS.

Warrants

IFRS April 1, 2010 OBS: Under Canadian GAAP, the Company was required to record a fair value on warrants
issued as part of a unit in a private placement which was recorded in contributed surplus until such time as
the warrant was exercised and then moved to share capital. Under IFRS warrants that expire are required
to be removed from contributed surplus into share capital. This adjustment impacted April 1, 2010,
September 30, 2010 and March 31, 2011.

Statement of Cash Flows

The transition from Canadian GAAP to IFRS had no significant impact on cash flows generated by the
Company.
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