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KPMG LLP Telephone  (514) 840-2100
600 de Maisonneuve Blvd. West Fax (514) 840-2187
Suite 1500 Internet www.kpmg.ca
Tour KPMG

Montréal (Québec) H3A 0A3

INDEPENDENT AUDITORS' REPORT

To the Shareholders of Goldstar Minerals Inc.

We have audited the accompanying consolidated financial statements of Goldstar Minerals Inc.,
which comprise the consolidated statements of financial position as at December 31, 2014 and
December 2013, the consolidated statements of loss and other comprehensive loss, cash flows and
changes in equity for the years then ended, and notes, comprising a summary of significant
accounting policies and other explanatory information.

Management's Responsibility for the consolidated Financial Statements

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

Auditors’ Responsibility

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

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

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

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG International Cooperative
("KPMG International’), a Swiss entity.

KPMG Canada provides services to KPMG LLP.
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Opinion

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

Emphasis of Matter

Without modifying our opinion, we draw attention to Note 1 in the consolidated financial statements
which indicates that Goldstar Minerals Inc. is still in exploration stage and, as such, no revenue has
been yet generated from its operating activities. Accordingly, Goldstar Minerals Inc. depends on its
ability to raise financing in order to discharge its commitments and liabilities in the normal course of
business. These conditions, along with other matters as set forth in Note 1 in the consolidated
financial statements, indicate the existence of a material uncertainty that may cast significant doubt
about Goldstar Minerals Inc.’s ability to continue as a going concern.

Kins 47
T

April 28, 2015

Montréal, Canada

*CPA auditor, CA, public accountancy permit No. A115894



GOLDSTAR MINERALS INC.

Consolidated Statements of Financial Position

December 31, 2014 and 2013

2014 2013
$ $
Assets
Current assets
Cash and cash equivalents 80,109 580,741
Tax credits and other receivables (note 5) 38,944 335,637
Marketable securities (note 6) 4,640 35,280
Prepaid expenses 3,179 6,125
126,872 957,783
Non-current assets
Mining properties (note 7) 107,610 77,076
Exploration and evaluation assets (note 8) 870,188 569,445
977,798 646,521
1,104,670 1,604,304
Liabilities and Shareholders’ Equity
Current liabilities
Accounts payable and accrued liabilities (note 8) 376,234 383,310
Liabilities related to flow-through shares (notes 9 & 11) - 220,440
376,234 603,750
Shareholders’ equity
Share capital and warrants (note 9) 8,856,080 8,783,157
Contributed surplus 450,023 347,154
Deficit (8,577,667) (8,129,757)
728,436 1,000,554
1,104,670 1,604,304

Reporting entity and going concern (note 1)

Commitments and contingencies (note 11)

The notes on pages 5 to 26 are an integral part of these consolidated financial statements.

On behalf of the Board:

Benoit Moreau Director

Francois Perron Director




GOLDSTAR MINERALS INC.

Consolidated Statements of Loss and Other Comprehensive Loss

Years ended December 31, 2014 and 2013

2014 2013
$ $
Expenses

Professional, consulting, and management fees 96,736 344,011
General and administrative expenses 159,316 216,034
Share-based payments 102,022 -
Project evaluation expenses 5,844 4,838
363,918 564,883

Financial expense (income)
Change in fair value of marketable securities 1,875 (21,440)
Interest income (1,542) (1,347)
333 (22,787)
Write off of mining properties 30,481 -
Write off of exploration and evaluation assets 288,589 -
Other income related to flow-through shares (note 9) (220,440) (119,160)
Other income related to sale of core samples (19,283) -
Othe_r income relate_d to mining tax credits on previously (10,249) (102,143)

written-off properties

69,098 (221,303)
Loss and other comprehensive loss for the year 433,349 320,793
Net loss per share, basic and diluted (note 16) (0.03) (0.08)
Weighted average number of shares outstanding 13,983,199 4,147,279

The notes on pages 5 to 26 are an integral part of these consolidated financial statements.



GOLDSTAR MINERALS INC.

Consolidated Statements of Cash Flows

Years ended December 31, 2014 and 2013

2014 2013
$ $
Cash flows from operating activities
Loss and comprehensive loss (433,349) (320,793)
Items not involving cash:
Share-based payments 102,022 -
Write off of mining properties 30,481 -
Write off of exploration and evaluation assets 288,589 -
Other income related to flow-through shares (220,440) (119,160)
Change in fair value of marketable securities 1,875 (21,440)
Interest income (1,542) (1,347)
Net change in non-cash operating working capital
Change in tax credits and other receivables 71,811 (101,804)
Change in prepaid expenses 2,946 490
Change in accounts payable and accrued liabilities (110,520) 300,016
Interest received 1,542 1,347
Net cash used in operating activities (266,585) (262,691)
Cash flows from investing activities
Proceeds from sale of marketable securities 28,765 26,160
Additions to r_nining properties and exploration (549,628) (470,041)
and evaluation assets
Credit on mining duties and resource tax credits 240,530 -
Net cash used in investing activities (280,333) (443,881)
Cash flows from financing activities
Proceeds from issuance of shares 60,000 1,011,000
Share issue expense (13,714) (111,457)
Net cash provided from financing activities 46,286 899,543
Net (decrease) increase in cash and cash equivalents (500,632) 192,971
Cash and cash equivalents, beginning of year 580,741 387,770
Cash and cash equivalents, end of year 80,109 580,741
Non-cash transactions:
Additions to mining properties financed with
the issuance of shares 12,923 8,500
Exploration and evaluation assets in accounts payable and 292.293 188,489

accrued liabilities

The notes on pages 5 to 26 are an integral part of these consolidated financial statements.



GOLDSTAR MINERALS INC.

Consolidated Statements of Changes in Equity

Years ended December 31, 2014 and 2013

2014 2013
$ $
Share capital and warrants (note 9)
Balance, beginning of year 8,783,157 8,103,257
Shares issued on property acquisition 12,923 8,500
Issue of common shares, private placement 60,000 162,000
Issue of flow-through shares, private placement - 849,000
Liability related to flow-through shares - (339,600)
Balance, end of year 8,856,080 8,783,157
Contributed surplus
Balance, beginning of year 347,154 317,536
Share-based payments under the option plan 102,022 -
Share-based payments representing compensation warrants 847 29,618
Balance, end of year 450,023 347,154
Deficit
Balance, beginning of year (8,129,757) (7,667,889)
Loss and comprehensive loss for the year (433,349) (320,793)
Share issue expense (14,561) (141,075)
Balance, end of year (8,577,667) (8,129,757)
Total shareholders’ equity, end of year 728,436 1,000,554

The notes on pages 5 to 26 are an integral part of these consolidated financial statements.



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements

Years ended December 31, 2014 and 2013

1. Reporting entity and going concern:

Goldstar Minerals Inc. (the "Company" or “Goldstar”) is a company domiciled in Canada and was
continued under the Canada Business Corporations Act on September 4, 2014. The address of
the Company'’s registered office is 110 Crémazie Boulevard West, suite 430, Montreal, Quebec,
H2P 1B9.

The Company is involved in the exploration of mineral properties in the Province of Québec and
the Province of New Brunswick. Although the Company has taken steps to verify title to mineral
properties in which it has an interest in accordance with industry standards for the current stage
of exploration of such properties, these procedures do not guarantee the Company's title.
Property title may be subject to unregistered prior agreements and non-compliance with
regulatory requirements.

These consolidated financial statements have been prepared in accordance with the International
Financial Reporting Standards ("IFRS"on a going concern basis, which assumes the Company
will continue its operations in the foreseeable future and will be able to realize its assets and
discharge its liabilities and commitments in the ordinary course of business.

The Company is in the process of exploring and evaluating its mineral properties and projects
and has not yet determined whether its properties and projects contain ore reserves that are
economically recoverable. Operating activities have not yet generated any revenues. The ability
of the Company to meet its commitments as they become due, including the acquisition of
mineral properties and the development of projects, is dependent on its ability to obtain
necessary financing. The recoverability of amounts shown for mining properties and exploration
and evaluation assets is dependent upon the ability of the Company to obtain necessary
financing to complete the exploration and development thereof, and upon future profitable
production or proceeds from the disposal of properties. If the Company is unable to obtain
sufficient additional funding, this could lead to a delay, reduction or elimination of its exploration
plans, which could adversely affect the business, its financial condition and its results.

The application of IFRS under the assumption of going concern may be inappropriate because
the above conditions indicate the existence of a material uncertainty that may cast significant
doubt about the Company’s ability to continue as a going concern.

These consolidated financial statements do not include adjustments that should be made to the
carrying amount of assets and liabilities if the assumption of going concern proves to be
unfounded.

2. Statement of compliance:
These consolidated financial statements have been prepared in accordance with the IFRS.

These consolidated financial statements were reviewed, approved and authorized for issue by the
Board of Directors on April 28, 2015.



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

3. Basis of preparation:

(@)

(b)

(©)

Basis of measurement:

The consolidated financial statements have been prepared on the historical cost basis except
for marketable securities which are measured at fair value through profit or loss.

Functional and presentation currency:

These consolidated financial statements are presented in Canadian dollars, which is the
Company'’s functional currency.

Use of estimates and judgments:

The preparation of the 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, revenues and expenses. Actual results may
differ from these estimates.

Information about critical judgments in applying accounting policies that have the most
significant effect on the amounts recognized in the consolidated financial statements is
included in Note 4 and consists in the determination of capitalizable costs as exploration and
evaluation assets as well as the recognition and measurement of refundable credits on
mining duties.

Information about assumptions and estimation uncertainties that have a significant risk of
resulting in a material adjustment within the next financial year are included in the following
notes:

- Note 1 - going concern;

- Notes 4 and 6 - assessment of refundable credits on mining duties and tax credits related
to resources;

- Notes 4 and 8 - recoverability of mining properties and exploration and evaluation assets.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the year in which the estimates are revised and in
any future years affected.



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

4. Significant accounting policies:

The accounting policies set out below have been applied consistently to all years presented in
these consolidated financial statements.

(@)

(b)

Financial instruments:

Non-derivative financial assets and liabilities are initially recognized at fair value adjusted for
any directly attributable transaction costs.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not
guoted in an active market. Subsequent to initial recognition, loans and receivables are
measured at amortized cost using the effective interest method, less any impairment losses.

The Company classifies its cash and cash equivalents as loans and receivables.
Cash and cash equivalents are comprised of cash balances.

Financial assets at fair value through profit or loss

The Company classifies its marketable securities at fair value through profit or loss.
Non-derivative financial liabilities at amortized cost

The Company classifies its accounts payable and accrued liabilities as financial liabilities at
amortized cost. Subsequent to initial recognition, these financial liabilities are measured at
amortized cost using the effective interest method.

Fair value measurement:

In establishing fair value, the Company uses a fair value hierarchy based on levels as defined
below:

— Level 1: defined as observable inputs such as quoted prices (unadjusted) in active
markets.

— Level 2: defined as inputs other than quoted prices included in Level 1, that are either
directly or indirectly observable.

— Level 3: defined as inputs that are based on little or no observable market data, therefore
requiring the Company to develop its own assumptions.



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

4. Significant accounting policies (continued):

()

(d)

Mining properties and exploration and evaluation assets:

Mining properties corresponds to acquired interests in mining permits and claims which
include the rights to explore for mine, extract and sell all minerals from such claims.

All pre-exploration costs, i.e. costs incurred prior to obtaining the legal right to undertake
exploration activities on an area of interest, are expensed as incurred.

Once the legal right to explore has been acquired, exploration and evaluation expenditures
are capitalized in respect of each identifiable area of interest until the technical feasibility and
commercial viability of extracting a mineral resource are demonstrable.

Mining properties and exploration and evaluation assets are carried at historical cost less any
impairment losses recognized.

When technical feasibility and commercial viability of extracting a mineral resource are
demonstrable for an area of interest, the Company stops capitalizing mining properties and
exploration and evaluation costs for that area, tests recognized exploration and evaluation
assets for impairment and reclassifies any unimpaired exploration and evaluation assets
either as tangible or intangible mine development assets according to the nature of the
assets.

Impairment:
Financial assets

Financial assets not classified at fair value through profit or loss are assessed at each
reporting date to determine whether there is objective evidence that they are impaired. A
financial asset is impaired if objective evidence indicates that a loss event has occurred after
the initial recognition of the asset, and that the loss event had a negative effect on the
estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortized cost is calculated
as the difference between its carrying amount and the present value of the estimated future
cash flows discounted at the asset’s original effective interest rate. Losses are recognized in
profit or loss and reflected in an allowance account against receivables. Interest on the
impaired asset continues to be recognized through the unwinding of the discount. When a
subsequent event causes the amount of impairment loss to decrease, the decrease in
impairment loss is reversed through profit or loss.



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

4. Significant accounting policies (continued):

(d)

(e)

Impairment (continued):
Non-financial assets

The carrying amounts of mining properties and exploration and evaluation assets are
assessed for impairment only when indicators of impairment exist, typically when one of the
following circumstances apply:

— Exploration rights have or will expire in the near future;
— No future substantive exploration expenditures are budgeted;

— No commercially viable quantities are discovered and exploration and evaluation
activities will be discontinued;

— Exploration and evaluation assets are unlikely to be fully recovered from successful
development or sale.

If any such indication exists, then the asset’s recoverable amount is estimated.

Mining properties and exploration and evaluation assets are also assessed for impairment
upon the transfer of exploration and evaluation assets to development assets regardless of
whether facts and circumstances indicate that the carrying amount of the exploration and
evaluation assets is in excess of their recoverable amount.

For the purpose of impairment testing, assets that cannot be tested individually are grouped
together into the smallest group of assets that generates cash inflows from continuing use
that are largely independent of the cash inflows of other assets or groups of assets
(the “cash-generating unit”, or “CGU"). The level identified by the Company for the purposes
of testing exploration and evaluation assets for impairment corresponds to each mining
property.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use
and its fair value less costs to sell. In assessing the value in use, the estimated future cash
flows are discounted to their present the 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.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its
recoverable amount. Impairment losses are recognized in profit or loss.

Share capital:
Common shares

Common shares are classified as equity. Incremental costs directly attributable to the issue of
common shares and share options are recognized as an increase to deficit, net of any tax
effects.



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

4. Significant accounting policies (continued):

(e) Share capital (continued)

()

Flow-through shares

The Canadian tax legislation permits an entity to issue securities to investors whereby the
deductions for tax purposes relating to resource expenditures may be claimed by the
investors and not by the entity. These securities are referred to as flow-through shares. The
Company may finance a portion of its exploration programs with flow-through shares.

At the time of share issuance, the Company allocates the proceeds between share capital
and an obligation to deliver the tax deductions, which is recorded as liabilities related to flow-
through shares. The Company estimates the fair value of the obligation using the residual
method, i.e. by comparing the price of the flow-through share to the quoted price of common
share at the date of the financing.

The Company may renounce the deductions for tax purposes under either what is referred to
as the “general” method or the “look-back” method.

When tax deductions are being renounced under the general method, and the Company has
the expectation of renouncing and has capitalized the expenditures during the current year,
then the entity records a deferred tax liability with the corresponding charge to income tax
expense. The obligation is reduced, with a corresponding income recorded.

When tax deductions are being renounced under the look-back method, the Company
records a deferred tax liability with a corresponding charge to income tax expense when
expenditures are made and capitalized. At that time, the obligation would be reduced, with a
corresponding income recorded.

Warrants

Warrants are classified as equity when they are derivatives over the Company’s own equity
that will be settled only by the Company exchanging a fixed amount of cash for a fixed
number of the Company’s own equity instruments.

Share-based payments:

The grant date fair value of share-based payment awards granted to employees, directors,
officers, and service providers is recognized as an expense, with a corresponding increase in
contributed surplus, over the period that the employees, directors, officers, and service
providers unconditionally become entitled to the awards. The amount recognized as an
expense is adjusted to reflect the number of awards for which the related service conditions
are expected to be met, such that the amount ultimately recognized as an expense is based
on the number of awards that do meet the related service conditions at the vesting date.

10



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

4. Significant accounting policies (continued):

(f)

(@)

(h)

Share-based payments (continued)

Share-based payment arrangements in which the Company receives goods or services as
consideration for its own equity instruments are accounted for as equity-settled share-based
payment transactions, regardless of how the equity instruments are obtained by the
Company. The Company measures the goods or services received, and the corresponding
increase in equity, directly, at the fair value of the goods or services received, except when
that fair value cannot be estimated reliably, in which case they are measured at the fair value
of the equity instruments granted.

Finance income and finance costs:

Interest income and interest expense are recognized as they accrue, using the effective
interest method.

Interest received and interest paid is classified under operating activities in the consoldiated
statements of cash flows.

Refundable tax credit related to resources and refundable credit on mining duties:

The Company is eligible for a refundable resource tax credit on Canadian Exploration
Expenditures, financed by treasury funds, other than flow-through shares financings, of up to
35% of the amount of eligible expenses incurred until June 4, 2014 and up to 28% for eligible
expenses incurred thereafter. This credit is recorded as a government grant against mining
properties and exploration and evaluation assets.

The Company is also entitled to a refundable tax credit on mining duties under the Québec
Mining Tax Act. The accounting treatment for refundable credit on mining duties depends on
management’s intention to either go into production in the future or to sell its mining
properties to another mining producer once the technical feasibility and the economic viability
of the properties have been demonstrated. This assessment is made at the level of each
mining property. In the first case, the credit on mining duties is recorded as an income tax
recovery under IAS 12, Income Taxes. At the same time a deferred tax liability and deferred
tax expense is recognized because the exploration and evaluation assets lose their tax basis
following the Company’s election to claim the refundable credit. In the second case, it is
expected that no mining duties will be paid in the future and, accordingly, the credit on mining
duties is recorded as a government grant under IAS 20, Accounting for Government Grants
and Disclosure of Government Assistance, which is recorded against exploration and
evaluation assets.

Management's current intention is to sell the mining properties in the future, and, therefore,
the credit on mining duties is recorded as a government grant against mining properties and
exploration and evaluation assets. The Company records the credit at the rate of 16%
applicable on 50% of the eligible expenses.

11



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

4. Significant accounting policies (continued):

(h) Refundable tax credit related to resources and refundable credit on mining duties (continued):

(i)

Credits related to resources and credits on mining duties recognized against exploration and
evaluation expenditures are recorded when there is reasonable assurance that they will be
received and the Company will comply with the conditions associated with the credits.

Income tax:

Income tax expense comprises current and deferred tax. Current income taxes and deferred
income taxes are recognized in profit or loss except to the extent that it relates to a business
combination or items recognized directly in equity.

Current tax is the expected tax payable or receivable on the taxable income or loss for the
year, using tax rates enacted or substantively enacted at the reporting date, and any
adjustment to tax payable in respect of previous years.

Deferred tax is recognized in respect of temporary differences between the carrying amounts
of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is not recognized with regards to the initial recognition of assets or
liabilities in a transaction that is not a business combination and that affects neither
accounting nor taxable profit or loss.

Deferred tax is measured at the tax rates that are expected to be applied to temporary
differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date. Deferred tax assets and liabilities are offset if there is a legally
enforceable right to offset current tax liabilities and assets, and they relate to income taxes
levied by the same tax authority on the same taxable entity, or on different tax entities, but
they intend to settle current tax liabilities and assets on a net basis or their tax assets and
liabilities will be realized simultaneously.

A deferred tax asset is recognized for unused tax losses and deductible temporary
differences, to the extent that it is probable that future taxable profits will be available against
which they can be utilized. Deferred tax assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable that the related tax benefit will be realized.

12



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

4. Significant accounting policies (continued):

0

(k)

()

Earnings (loss) per share:

The Company presents basic and diluted earnings (loss) per share ("EPS") data for its
common shares. Basic EPS is calculated by dividing the profit or loss attributable to common
shareholders of the Company by the weighted average number of common shares
outstanding during the period, adjusted for own shares held. Diluted EPS is determined by
adjusting the profit or loss attributable to common shareholders and the weighted average
number of common shares outstanding, adjusted for own shares held, for the effects of all
dilutive potential common shares, which comprise warrants and share options granted to
employees.

Segment reporting:
The Company determined that it only has one operating segment, i.e. mining exploration.
Basis of consolidation:

The consolidated financial statements comprise the financial statements of the Company and
its wholly-owned subsidiary, Auger Resources Ltd. Control exists when the Company has the
existing rights that give it the current ability to direct the activities that significantly affect the
entities returns. The subsidiary is consolidated from the date on which the Company obtains
control until the date that such control ceases. The financial statements of subsidiary is
prepared with the same reporting period of the Company. The accounting policies of the
subsidiary are aligned with the policies of the Company. All significant intercompany balances
and transactions have been eliminated in preparing the consolidated financial statements.

(m) Adoption of new accounting standards:

The adoption of these new standards has not had a material impact on the financial
statements.

() Amendments to IAS 32, Offsetting Financial Assets and Liabilities:

In December 2011, the IASB published Offsetting Financial Assets and Financial Liabilities.
The effective date for the amendments to IAS 32 is annual periods beginning on or after
January 1, 2014. These amendments are to be applied retrospectively.

The amendments to IAS 32 clarify that an entity currently has a legally enforceable right to set
off if that right is:

- not contingent on a future event; and

- enforceable both in the normal course of business and in the event of default,
insolvency or bankruptcy of the entity and all counterparties.

The amendments to IAS 32 also clarify when a settlement mechanism provides for net
settlement or gross settlement that is equivalent to net settlement.

13



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

4. Significant accounting policies (continued):

(m) Adoption of new accounting standards (continued):

(i)

(i)

Amendments to IAS 32, Offsetting Financial Assets and Liabilities (Continued):

The Company adopted the amendments to IAS 32 in its consolidated financial statements for
the annual period beginning January 1, 2014. The adoption of this standard has had no
impact on the Company’s financial information.

IFRIC 21, Levies:

In May 2013, the IASB issued IFRIC 21, Levies. IFRIC 21 is effective for annual periods
commencing on or after January 1, 2014 and is to be applied retrospectively.

IFRIC 21 provides guidance on accounting for levies in accordance with the requirements of
IAS 37, Provisions, Contingent Liabilities and Contingent Assets. The interpretation defines a
levy as an outflow from an entity imposed by a government in accordance with legislation. It
also notes that levies do not arise from executor contracts or other contractual arrangements.

The interpretation also confirms that an entity recognizes a liability for a levy only when the
triggering event specified in the legislation occurs.

The Company adopted IFRIC 21 in its consolidated financial statements for the annual period
beginning January 1, 2014. The adoption of this standard has had no impact on the
Company’s financial information.

(n) New standards and interpretations not yet adopted:

IFRS 9, Financial Instruments

On July 24, 2014 the IASB issued the complete IFRS 9 (IFRS 9 (2014)).

The mandatory effective date of IFRS 9 is for annual periods beginning on or after January 1,
2018 and must be applied retrospectively with some exemptions. Early adoption is permitted.
The restatement of prior periods is not required and is only permitted if information is available
without the use of hindsight.

IFRS 9 (2014) introduces new requirements for the classification and measurement of
financial assets. Under IFRS 9 (2014), financial assets are classified and measured based on
the business model in which they are held and the characteristics of their contractual cash
flows.

The standard introduces additional changes relating to financial liabilities.

It also amends the impairment model by introducing a new ‘expected credit loss’ model for
calculating impairment.

14



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

4. Significant accounting policies (continued):
(n) New standards and interpretations not yet adopted (continued):

IFRS 9, Financial Instruments (continued)

IFRS 9 (2014) also includes a new general hedge accounting standard which aligns hedge
accounting more closely with risk management. This new standard does not fundamentally
change the types of hedging relationships or the requirement to measure and recognize
ineffectiveness; however, it will provide more hedging strategies that are used for risk
management to qualify for hedge accounting and introduce more judgment to assess the

effectiveness of a hedging relationship.

Special transitional requirements have been set for the application of the new general hedging

model.

The Company intends to adopt IFRS 9 (2014) in its financial statements for the annual period
beginning on January 1, 2018. The extent of the impact of adoption of the standard has not

yet been determined.

5. Tax credits and other receivables:

2014 2013
Sales taxes receivable $ 29,669 $ 101,480
Tax credits related to resources 8,075 213,189
Tax credits on mining duties 1,200 20,968
Tax credits and other receivables $ 38,944 $ 335,637

6. Marketable securities:

The following table shows the carrying amount of the financial assets which are at Level 1 in the

fair value hierarchy.

2014

2013

Amseco Exploration Ltd. — common shares $ 4640 $

35,280

The Company holds 464,000 common shares of Amseco Exploration Ltd. (2013 — 1,176,000)
having a fair value of $4,640 as at December 31, 2014 (2013 - $35,280). In 2014, the Company

sold 712,000 common shares at a unit price of $0,04 for a gross proceed of $28,765.

15



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

7. Mining properties and exploration and evaluation assets:

Mining properties and exploration and evaluation assets can be detailed as follows:

Brockaby Julien Lake George Total
Property Property Property
Quebec Quebec N_ew
Brunswick
Mining properties
Balance, December 31, 2013 30,481 46,595 - 77,076
Acquisitions - 1,085 59,930 61,015
Write off (30,481) - - (30,481)
Balance, December 31, 2014 - 47,680 59,930 107,610
Exploration and evaluation
assets
Balance, December 31, 2013 237,808 331,637 - 569,445
Drilling - 233,395 - 233,395
Mapping, Assaying, Surveying 528 69,077 2,752 72,357
Wages, consultant fees 53,095 168,896 11,250 233,241
Administration, field expenses 959 29,990 38 30,987
Satellite imaging 13,000 22,000 - 35,000
Mining and resource tax credits (16,801) 1,153 - (15,648)
Write off (288,589) - - (288,589)
Balance, December 31, 2014 - 856,148 14,040 870,188
Brockaby Julien
Property Property Total
Quebec Quebec
Mining properties
Balance, December 31, 2012 10,784 - 10,784
Acquisitions 19,697 46,595 66,292
Balance, December 31, 2013 30,481 46,595 77,076
Exploration and evaluation
assets
Balance, December 31, 2012 154,921 133,698 288,619
Mapping, Assaying, Surveying 72,166 69,960 142,126
Wages, consultant fees 52,321 124,445 176,766
Administration, field expenses 19,290 74,067 93,357
Mining and resource tax credits (60,890) (70,533) (131,423)
Balance, December 31, 2013 237,808 331,637 569,445
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GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

7. Mining properties and exploration and evaluation assets (continued)

(a) Brockaby Property:

(b)

The Brockaby Property is located approximately 75 km northeast of the town of Mont-Laurier,
Québec. The Company owns a 100% interest in 315 claims totaling 18,475 hectares (185 km?).

On July 18, 2012, the Company entered into a purchase and sale agreement with Ressources
Maxima Inc. (“Maxima”) to acquire from Maxima its 100% interest in 70 claims covering
approximately 4,100 hectares (41 km?), located in Mont-Laurier, Québec (the “Brockaby
Property”). In consideration for this interest, Goldstar agreed to pay Maxima a cash payment in the
amount of $6,784 and issue 5,000 common shares of Goldstar. In the event that the Property
attains commercial production, the Company shall pay Maxima an additional cash fee of
$500,000. This transaction was completed in December 2012.

In addition, on October 30, 2012, the Company entered into a purchase and sale agreement with
Sylvie Charbonneau (“Charbonneau”) to acquire its 100% interest in 80 claims covering
approximately 4,700 hectares (47 km?), contiguous to the Brockaby Property. In consideration for
this interest, Goldstar has agreed to pay Charbonneau a cash payment in the amount of $8,480
and issue 5,000 common shares of Goldstar. In the event that the Property attains commercial
production, the Company shall pay Charbonneau an additional cash fee of $500,000. This
transaction was completed in July 2013.

Also, the Company acquired, through staking, a 100% interest in 165 claims covering
approximately 9,675 hectares (97 km?). These claims are contiguous to the Brockaby Property.

Following the recent results of exploration work done on the property, a write off totaling $319,070
was recorded in 2014.

Julien Property:

The Julien Property is located approximetaly 100 km east of the town of Matagami, Québec. The
Company owns 100% interest in 378 claims totaling 20,900 hectares (209 km?).

On February 19, 2013, the Company entered into a purchase and sale agreement with
Charbonneau to acquire its 100% interest in 114 claims covering approximately 6,300 hectares
(63 km?), located in northern Quebec (the “Julien Property”). In consideration for this interest,
Goldstar has agreed to pay Charbonneau a cash payment in the amount of $12,084 and issue
12,500 common shares of Goldstar. In the event that the Property attains commercial production,
the Company shall pay Charbonneau an additional cash fee of $500,000.

Also, the Company acquired, through staking, a 100% interest in 101 claims covering
approximately 5,600 hectares (56 km?). These claims are contiguous to the Julien Property.

In 2014, the Company has staked an additional 200 claims and has not renewed 37 claims.
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GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

7.

Mining properties and exploration and evaluation assets (continued)

(c) Lake George Property:

The Lake George Property is located approximately 40 km west of Fredericton, New
Brunswick, adjacent to the past producing Lake George antimony mine and is close to
existing infrastructures. Access to the property is excellent all year-round.

On February 6, 2014 (“the Closing date”), the Company entered into a Mineral option and
sale agreement with Charles Morrissy (“Morrissy”) with respect to 46 claims covering an area
of 950 hectares (9.5 km?). Upon closing, Morrissy received a cash payment of $25,000 as
well as 100,000 common shares of Goldstar. On February 4, 2015, the agreement was
amended to delay the first payment in cash of $100,000 which was due at the first
anniversary of the closing date. According to this amended agreement, Goldstar will pay
Morrissy $50,000 on August 14, 2015, $50,000 on February 14, 2016 and $100,000 per year
starting February 4, 2016 until February 4, 2019 to complete the acquisition of a 90% interest
in the property. Goldstar can increase its interest to 95% by a further payment of $1,000,000
and 100% by an additional payment of $2,000,000. The Company has also agreed to pay
$25,000 to Morrissy every year, starting in 2015, for a period of five years as a non-
refundable advance on the $1,000,000 payment.

Furthermore, the Company also issued 29,230 common shares to geologist Luciano
Vendittelli (“Vendittelli”), who acted as a finder in the transaction. A balance of 70,770 shares
will be payable to Vendittelli upon the Company making the first of five annual payments to
Morrissy.

The Company acquired through staking, a 100% interest in 247 claims covering
approximately 5,280 hectares (52.8 km?)

8. Accounts payable and accrued liabilities:

2014 2013
Accounts payable $ 350,838 $ 298,022
Accrued liabilities 25,396 85,288
Accounts payable and accrued liabilities $ 376,234 $ 383,310
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GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

9. Share capital and warrants:
Authorized:
An unlimited number of common shares without par value

Shares fluctuated as follows during the year:

2014 2013
Number of $ Number of $
shares shares

Balance, beginning of year 13,442,150 8,783,157 2,909,650 8,103,257
Shares issued:

For property acquisition 129,230 12,923 17,500 8,500

Private placement: cash 600,000 60,000 2,025,000 162,000

Private placement: flow-through - - 8,490,000 849,000

Liability related to flow-through i i i (339,600)

shares
Balance, end of year 14,171,380 8,856,080 13,442,150 8,783,157

On April 16, 2014, the Company closed a brokered private placement and issued a total 600,000
units at a price of $0.10 per unit for gross proceeds of $60,000. Each unit consists of one
common share of the Company and one common share purchase warrant. Each warrant entitles
the holder thereof to purchase one common share at a price of $0.15 until April 16, 2016. In
connection with this private placement, the Company issued 30,000 brokers’ warrants exercisable
at $0.10 until April 16, 2016. The Company accounted for these compensation warrants by using
the Black-Scholes pricing model. At the date of the grant, the weighted average fair value of
warrants granted was $0.03 per warrant for a total value of $847.

On February 13, 2014, the Company issued a total of 100,000 shares at $0.10 per share for
entering into a mineral option and sale agreement for the Lake George Property. Furthermore,
the Company also issued a total of 29,230 shares at $0.10 per share as a finder's fee.

On December 19, 2013, the Company completed the second tranche of a private placement. The
Company issued 500,000 common shares at a price of $0.08 per share as well as 3,600,000
flow-through shares at a price of $0.10 per share for total gross proceeds of $400,000.
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GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

9. Share capital and warrants (continued):

On October 30, 2013, the Company closed the first tranche of a private placement. The Company
issued 1,525,000 common shares at a price of $0.08 per share as well as 4,890,000 flow-through
shares at a price of $0.10 per share for total gross proceeds of $611,000.

The carrying amount of these flow-through shares is presented net of the liability related to flow-
through shares of $339,600 that was recorded when the flow-through shares were issued during
the financing that occurred in October 2013 and December 2013. As at December 31, 2014, the
balance of the liability related to these flow-through shares was nil (2013 - $220,440). Amounts of
$220,440 and $119,160 have been recorded as other income related to flow-through shares in
the consoldiated statements of loss and other comprehensive loss during the years ended
December 31, 2014 and December 31, 2013, respectively. This represents the portion of the
liability related to the increase in the exploration and evaluation assets during the period in
relation with the total flow-through shares financing.

On August 30, 2013, the Company completed a twenty to one share consolidation. All references
to share and per share amounts in the consolidated financial statements and accompanying
notes to the consolidated financial statements have been retroactively restated to reflect the
twenty to one share consolidation.

On July 8, 2013, the Company issued 5,000 common shares at $0.20 per share for the
acquisition of 100% interest in an additional 80 claims on the Brockaby Property.

On February 20, 2013, the Company issued 12,500 common shares at $0.60 per share for the
acquisition of 100% interest in an additional 114 claims on the Julien Property.

The number of share purchase warrants outstanding fluctuated as follows during the year:

2014 2013

Balance, beginning of year 6,900,900 20,000
Warrants issued:

To shareholders regarding private placement 600,000 6,270,000

To brokers regarding private placement 30,000 630,900

Warrants expired - (20,000)

Balance, end period 7,530,900 6,900,900

20



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

9.

10.

Share capital and warrants (continued):

The following weighted average assumptions were used in calculating the fair value of the
warrants issued to brokers regarding the private placement:

2014 2013
Risk-free interest rate 1.05% 1.22%
Expected life 2 years 2 years
Expected volatility 113.24% 114.47%

Expected dividend - -

As at December 31, 2014, the following share purchase warrants were outstanding:

— 3,970,000 warrants at $0.12 per warrant and 384,900 at $0.08 per warrant, expiring on
October 30, 2015

— 2,300,000 warrants at $0.12 per warrant and 246,000 at $0.08 per warrant, expiring
December 19, 2015

— 600,000 warrants at $0.15 per warrant and 30,000 at $0.10 per warrant expiring April 16,
2016

All options and warrants outstanding at the end of the year could potentially dilute basic earnings
per share in the future.

Share option plan:

The Company has adopted a share option plan, the “Plan", to be administered by the Directors of
the Company. Under the Plan, the Company may grant to directors, officers, employees and
consultants options to purchase shares of the Company. The Plan provides for the issuance of
share options to acquire up to 10% of the Company's issued and outstanding capital.

The Plan is a rolling plan as the number of shares reserved for issuance pursuant to the grant of
share options will increase as the Company’s issued and outstanding share capital increases.

Options granted under the Plan will be for a term not exceeding 5 years. The Plan provides that it
is solely within the discretion of the Board to determine who should receive share options, in what
amounts, and determine vesting terms. The exercise price for any share option shall not be lower
than the market price of the underlying common shares, or at fair market value in the absence of
a market price, at the time of grant.

The fair value of options is estimated on the date of grant using the Black-Scholes option pricing
model. Where relevant, the expected life used in the model has been adjusted based on
management’s best estimate for the effects of non-transferability, exercise restrictions (including
the probability of meeting market conditions attached to the option).
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GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

10. Share option plan (continued):

On January 27, 2014, the Company granted 1,020,000 share options to directors, employees and

service providers, exercisable at $0.40 per share. It was determined

that 25% of the options

would vest at the date of the grant, with an additional 25% vesting every 6 months thereafter. The
faire value of each option was determined using the Black-Scholes option pricing model. At the
date of the grant, the weighted average fair value of share options granted was $0.11 per option

for a total value of $115,032.

The number of share options outstanding fluctuated as follows during the period:

2014 2013

Number of Weighted Number of Weighted
; average . average

options . . options . X
exercise price exercise price
Balance, beginning of year 17,500 $ 471 77,500 $ 1.99
Granted 1,020,000 0.40 - -
Expired (12,500) 5.00 (60,000) 1.20
Balance, end of period 1,025,000 0.42 17,500 4,71
Exercisable options, end of year 515,000 $ 0.43 17,500 $ 471

The following weighted average assumptions were used in calculating the fair value of the options

granted during the period:

2014 2013
Risk-free interest rate 1.63% -
Expected life 5 years -
Expected volatility 188.28% -

Expected dividend -

As at December 31, 2014 the following options were outstanding:
- 5,000 options at $4 per share until December 2, 2015
- 1,020,000 options at $0.40 per share until January 27, 2019

22



GOLDSTAR MINERALS INC.

Notes to Consolidated Financial Statements (continued)

Years ended December 31, 2014 and 2013

11.

12.

Commitments and contingencies:

The Company’s mining and exploration activities are subject to various laws and regulations
governing the protection of the environment. These laws and regulations are continually changing
and generally becoming more restrictive. The Company has made, and expects to make in the
future, expenditures to comply with such laws and regulations.

The Company was committed to incur eligible exploration and evaluation expenses of $849,000
by December 31, 2014, related to its flow-through share financing completed in 2013. As at
December 31, 2014, the Company had incurred a cumulative amount of $849,000 of eligible
expenses, and has no more obligations in relation to this flow-through financing. However, there
is no guarantee that the funds spent by the Company will qualify as Canadian exploration
expenses, even if the Company has committed to take all the necessary measures for this
purpose. Refusals of certain expenses by tax authorities could have negative tax consequences
for investors or the Company.

Financial instruments and financial risk management:
Risk management:

The Company is exposed to various financial risks resulting from both its operations and its
investment activities. The Company’s management monitors financial risks. The Company does
not enter into financial instrument agreements including derivative financial instruments for
speculative purposes.

The Company’s main financial risk exposure and its financial risk management policies are as
follows:

(a) Fair value:

Fair value estimates are made based on relevant market information and information about
the financial instrument. These estimates are subjective in nature and involve uncertainties in
significant matters of judgment and therefore cannot be determined with precision. Changes
in assumptions could significantly affect these estimates.

The carrying amounts for cash and cash equivalents, tax credit and other receivable,
accounts payable and accrued liabilities on the consolidated statements of financial position
approximate fair values because of the limited term of these instruments.

At December 31, 2014 and 2013, the Company’s financial instruments that are carried at fair
value, consisting of marketable securities, have been classified as Level 1 within the fair
value hierarchy.

(b) Credit risk:

Credit risk results from the possibility that a loss may occur from the failure of another party to
perform according to the terms of the contract. Financial instruments that potentially subject
the Company to concentrations of credit risk consist primarily of cash and cash equivalents.
Cash is maintained with high-credit, quality financial institutions.
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12.

13.

14.

Financial instruments and financial risk management (continued):
(c) Liquidity risk:

The Company's approach to managing liquidity risk is to ensure that it will have sufficient
liquidity to meet liabilities when due. As at December 31, 2014, the Company had a cash
balance of $80,109 (2013 - $580,741) to settle current liabilities of $376,234 (2013 -
$603,750). The Company's accounts payable and accrued liabilities generally have
contractual maturities of less than 30 days and are subject to normal trade terms. The
Company currently holds investments with an estimated market value of $4,640 as at
December 31, 2014 (2013 - $35,280).

Capital disclosures:

The Company's objectives when managing its capital are to safeguard the Company's ability to
continue as a going concern in order to support ongoing exploration programs and development
of its mining assets, to provide sufficient working capital to meet its ongoing obligations and to
pursue potential investments.

The Company manages its capital structure and makes adjustments to it in accordance with the
aforementioned objectives, as well as in light of changes in economic conditions and the risk
characteristics of the underlying assets. In the management of capital, the Company includes the
components of shareholders' equity. In order to maintain or adjust its capital structure, the
Company may issue new shares, acquire or dispose of assets or adjust the amount of cash and
cash equivalents and marketable securities. The Company does not intend to use long-term
debts before it will generate revenues. There is no dividend policy. The Company is not subject to
externally imposed capital requirements. The Company's management of capital remained
unchanged since the last period.

Related party transactions:
Transactions with key management personnel

The compensation of directors and executive officers of the Company comprises:

2014 2013
Management and consulting fees $ 126,000 $ 221,199
Share-based payments 67,515 -
Total $ 193515 $ 221,199

Management and consulting fees include nil of termination benefits in 2014 (2013 - $55,574).

In accordance with IAS 24, key management personnel are those persons having authority and
responsibility for planning, directing and controlling the activities of the Company directly or
indirectly, including any directors (executive and non-executive) of the Company.
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14.

15.

Related party transactions (continued):
Transactions with key management personnel (continued)

During the year, a director and officer of the Company received $90,000 (2013 - $90,000). An
amount of $9,000 (2013 - $45,000) was paid for administrative services and was recorded as
professional, consulting, and management fees and an amount of $81,000 (2013 - $45,000) was
paid for geological services and was recorded as exploration and evaluation assets. As at
December 31, 2014, the accounts payable include $1,868 (2013 - nil) payable to this director and
officer.

Professional, consulting and management fees include $36,000 (2013 - nil) charged by a
company for the services of the chief financial officer. As at December 31, 2014, the accounts
payable include $5,749 (2013 - nil) payable to this company.

Other related party transactions

Throughout 2013, the Company shared office space and other technical services and consultants
with other companies who may have similar officers or directors. The costs associated with this
space and services were administered by 2227929 Ontario Inc. This company no longer provides
services to the Company. During the year, other goods and services received from this company
amounted to nil (2013 - $121,297). As at December 31, 2014, the accounts payable and accrued
liabilities include $2,260 (2013 - $59,382) owed to this company.

Income taxes:

Income tax expense (recovery) differs from the amounts computed by applying the combined
federal and provincial income tax rate of 26.9% (2013 - 26.9%) as a result of the following:

2014 2013
Loss and comprehensive loss $ (433,349) $  (320,793)
Computed “expected” tax recovery (116,571) (86,293)
Increase in income taxes resulting from:
Non-deductible expenses 252 -
Change in future tax rates - (35,768)
Non-deductible share-based payment 27,444 -
Non-taxable expenses - (2,884)
Future tax arising from flow-through shares 148,246 83,552
Permanent difference arising from the non-taxable
income related to flow-through shares (59,298) (32,054)
Benefit of tax losses not recognized - 73,447
Current year losses for which no deferred tax assets
4 30,083 -
recognized
Other (30,156) -
Total deferred income tax recovery $ - $ -
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15. Income taxes (continued):

As at December 31, 2014, the Company has approximately $2,919,000 of Canadian development
and exploration expenditures, which under certain circumstances may be utilized to reduce the
taxable income of future years. In addition, the Company has share issue costs of approximately
$137,000 which have not yet been deducted for income tax purposes. The Company also has
$1,677,000 in available non-capital losses for Canadian income tax purpose which may be
carried forward to reduce taxable income in future years. These tax losses expire as follows:

2028 46,000
2029 133,000
2030 324,000
2031 30,000
2032 204,000
2033 633,000
2034 306,000
Total $ 1,677,000

Temporary differences have not been recognized in respect of the following items:

2014 2013
Marketable securities $ 12,000 $ 76,000
Non-capital losses 1,631,000 1,315,000
Mining properties and exploration and evaluation assets 1,988,000 2,123,000
Share issue costs 137,000 198,000
Capital losses 118,000 52,000
Unrecognized deferred tax assets $ 3,886,000 $ 3,764,000

16. Earnings per share:

The warrants and share purchase options were excluded from the diluted weighted average
number of common shares calculation since the Company is at a loss and, therefore, their effect
would have been antidilutive.
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