JAMES BAY RESOURCES LIMITED

CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2013 AND 2012



NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS
The accompanying unaudited financial statements of the Company have been prepared by and are the
responsibility of the Company’s management. The Company’s independent auditor has not performed a
review of these financial statements in accordance with the standards established by the Canadian Institute of
Chartered Accountants for a review of interim financial statements by an entity’s auditor.



JAMES BAY RESOURCES LIMITED
Condensed interim Consolidated Statementsf Financial Position

Expressed in Canadian dollars

As at March 31, December 31,
2013 2012
$ $
ASSETS
Current assets
Cash and cash equivalents 641,928 1,261,307
Restricted cash (Note 7) 508,000 497,450
Prepaid expenses (Note 14) 158,396 165,406
Amounts receivable 52,327 41,839
Total current assets 1,360,651 1,966,002
Long-term prepaid (Note 14) 70,734 103,898
Equipment (Note 15) 161,192 131,114
Total assets 1,592,577 2,201,014
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities (Note 13) 327,069 176,167
EQUITY
Common shares (Note 8) 9,261,904 9,261,904
Share-based payments reserve (Note 9) 1,455,838 ,422,550
Warrant reserve (Notes 10) 1,217,372 1,217,372
Deficit (10,669,606) (9,876,979)
Total equity 1,265,508 2,024,847
Total equity and liabilities 1,592,577 2,201,014

NATURE OF OPERATIONS AND GOING CONCERN (Note 1)
COMMITMENTS AND CONTINGENCIES (Notes 9 and 14)

APPROVED ON BEHALF OF THE BOARD:

Signed "STEPHEN SHEFSKY" , Director

Signed  "MARK BRENNAN" , Director

See accompanying notes to the condensed interisotidated financial statements




JAMES BAY RESOURCES LIMITED
Condensed Interim Consolidated Statements of Lossid Comprehensive Loss

Expressed in Canadian dollars
Rbe three months ended

Mhr81l, March 31,
2013 2012
$ $
Expenses
Management salaries and benefits 41,784 76,161
Professional fees (Note 13) 15,291 28,427
Office and general (Note 13) 63,716 64,715
Consulting fees - 9,733
Due diligence on oil and gas property - 531,482
Exploration costs - James Bay Lowlands (Note 7) 172,032 -
Evaluation costs (Note 7) 455,570 -
Business development 37,841 3,070
Transfer agent and listing fees 8,792 8,844
Amortization 758 339
Loss before the undernoted (795,784) (722,771)
Foreign exchange (loss) gain 711 (16,992)
Interest income 2,446 14,225
Net loss and comprehensive loss for the period (792,627) (725,538)
Loss per share
Basic and diluted (0.03) (0.03)
Weighted average number of shares outstanding —
basic and diluted 28,040,350 28,040,350

See accompanying notes to the condensed interisoidated financial statements



JAMES BAY RESOURCES LIMITED
Condensed Interim Consolidated Statements of CasHdws
Expressed in Canadian dollars
rEbe three months ended

Mhr8l, March 31
2013 2012
$ $
Cash used in operating activities:
Net loss for the period (792,627) (725,538)
Add (deduct) items not affecting cash:
Amortization 4,679 339
Share-based compensation expenses 33,288 -
Net change in nc-cash working capital 180,588 68,062
Net cash used in operating activi (574,072) (657,137)
Cash (used in) provided by investing activities:
Acquisition of equipment (34,757) (18,662)
Net cash (used in) provided by investing activities (34,757) (18,662)
Decrease in cash and cash equivalents (608,829) (675,799)
Cash and cash equivalents, beginning of period 1,261,307 4,791,243
Restricted cash at beginning of the period 497,450 834,047
Cash and cash equivalents, end of period 1,149,928 4,949,491
Cash and cash equivalents are as follows:
Cash 741,610 560,411
Cash equivalen 408,31¢ 4,389,08!
Cash and cash equivalents 1,149,928 4,949,491

See accompanying notes to the condensed interisolidated financial statements



JAMES BAY RESOURCES LIMITED

Condensed Interim Consolidated Statements of Changen Equity
Expressed in Canadian dollars

Share-based

Common Payments Accumulated
shares Reserve Warrant Reserve Deficit Total Equity
$ $ $ $ $
Balance December 312012 9,261,90. 1,422,55 1,217,372 (9,876,97) 2,024,84
Share-based compensation - 33,288 - - 33,288
Loss for the period - - - (792,627) (792,627)
Balance, March 31, 2013 9,261,904 1,455,838 1,797,3 (10,669,606) 1,265,508
Share-based
Common Payments Warrant Accumulated
shares Reserve Reserve Deficit Total Equity
$ $ $ $ $
Balance, December 31, 2011 9,261,904 1,294,394 7822 (3,719,740) 8,053,930
Loss for the period - - - (725,538) (725,538)
Balance, March 31, 2012 9,261,904 1,294,394 1,217,372 (4,445,278) 7,328,392

See accompanying notes to the condensed interisolidated financial statements



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Interim Consolidated Finanal Statements
March 31, 2013 and 2012

Expressed in Canadian dollars

1. NATURE OF OPERATIONS AND GOING CONCERN

James Bay Resources Limited (the "Company" or "3aBey") was incorporated on November 5, 2007. The
Company has interests in resource properties ifPtdreupine mining district of Ontario, Canada (tGéaims”) and

is currently involved in the exploration and evaioa of oil and gas interests in Nigeria. In coctien with a change

of business to become and oil and gas company,aobér 11, 2012, the Company announced that itfited a
National Instrument 51-101 report to pursue coodal approval its change of business under theipsliof the TSX
Venture Exchange. The Company has not determineethgh the properties contain economically recoverab
reserves. The Company has not yet discovered gosis, nor has it earned any revenues.

The business of exploring for minerals and oil gad involves a high degree of risk and there candbassurance
that current exploration programs will result inofitable operations. The Company's continued erist is
dependent upon the preservation of its interestshan underlying properties, the discovery of ecoivalfty
recoverable reserves, the achievement of profitapézations, the ability of the Company to securénéerest in new
properties or the ability of the Company to comglatiditional financings, if necessary, or alten&yi upon the
Company's ability to dispose of its interests oradwantageous basis.

Although the Company has taken steps to verife titl the properties on which it is conducting exation and in
which it has an interest, in accordance with industandards for the current stage of exploratibsuzh properties,
these procedures do not guarantee the Compatg.sRitoperty title may be subject to unregistqgredr agreements,
unregistered claims, aboriginal claims and non-danpe with regulatory and environmental requiretaehe
Company’'s assets may also be subject to increasd¢axes and royalties, renegotiation of contractgrency
exchange fluctuations and restrictions, and palitimcertainty.

As at March 31, 2013, the Company had working eamf $1,000,418 (December 31, 2012 - $1,789,8B&}
incurred losses since inception, and had an acatedildeficit of $10,669,606 (December 31, 2012 ,8%8,979)
which has been funded primarily by the issuanoceqeity. The ability of the Company to continue agag concern
is dependent upon its ability to raise sufficieimids to meet its obligations as they become duéleite Company
has been successful in securing financing in tlst, plaere is no assurance that it will be abledsd in the future.
Because of continuing operating losses, the Conpammytinuance as a going concern is dependeniscaability to
obtain adequate financing and to reach profitablels of operation. It is not possible to predittether financing
efforts will be successful or if the Company witlzan profitable levels of operation.

These condensed interim consolidated financialestahts have been prepared in accordance with &tienal
Financial Reporting Standards (“IFRS”) applicabbea going concern. Accordingly, they do not giéea to
adjustments that would be necessary should the @oynpe unable to continue as a going concern aveftire be
required to realize its assets and liquidate #hilities and commitments in other than the noromlrse of business
and at amounts different from those in the accormyipgncondensed interim consolidated financial stetets. Such
adjustments could be material. Material uncerignas mentioned above cast significant doubt tiperCompany’s
ability to continue as a going concern.

The Company’s shares are listed on the TSX Verinolange. The head office, principal address acards office
of the Company are located at 20 Victoria StreatteS300, Toronto, Ontario, Canada, M5C 2N8. Thesadensed
interim consolidated financial statements of thenpany for the period ended March 31, 2013 were aygah and
authorized for issue by the board of directors ayi2, 2013.

2.  BASIS OF PREPARATION

These condensed interim consolidated financiakstants of the Company and its subsidiaries werpaped in
accordance with International Financial Reportingn8ards (“IFRS”) on a going concern basis, unterhistorical
cost basis. In addition, these condensed interims@alated financial statements have been prepaséaty the
accrual basis of accounting except for cash floflermation. The policies set out below were consittyeapplied to
all the periods presented unless otherwise notledvbe



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Interim Consolidated Finanal Statements
March 31, 2013 and 2012

Expressed in Canadian dollars

3.  RECENT ACCOUNTING PRONOUNCEMENTS
Certain new accounting standards, amendmentsnidastds and interpretations have been issued.

IAS 1 Financial Statements Presentation (“IAS 1”)

IAS 1 was amended by the IASB in June 2011. Assalt®f the amendment, items in other comprehersieeme

will be required to be presented in two categoritesns that will be reclassified into profit or bband those that will
not be reclassified. The flexibility to presenttateament of comprehensive income as one statemewocseparate
statements of profit and loss and other comprelierisicome remains unchanged. The amendments tallA&

effective for annual periods beginning on or afely 1, 2012. The adoption of IAS 1 did not haverapact on the
Company’s result of operations, financial positérd disclosure.

IFRS 9 Financial Instruments (“IFRS 9”)

IFRS 9 was issued by the IASB in November 2009 waititions in October 2010 and will replace IASR8ancial
Instruments: Recognition and Measurement (“IAS 399RS 9 uses a single approach to determine whethe
financial asset is measured at amortized costiov#ue, replacing the multiple rules in IAS 3%helapproach in
IFRS 9 is based on how an entity manages its finhmtstruments in the context of its business nhada the
contractual cash flow characteristics of the finahassets. Most of the requirements in IAS 39cfessification and
measurement of financial liabilities were carriedwiard unchanged to IFRS 9, except that an entibosing to
measure a financial liability at fair value willggent the portion of any change in its fair value tb changes in the
entity’'s own credit risk in other comprehensivedme, rather than within profit or loss. The newndd also
requires a single impairment method to be usedacem the multiple impairment methods in IAS 3BRE 9 is
effective for annual periods beginning on or afi@nuary 1, 2015. The Company has not yet ass#ss@tpact of
the standard on its condensed interim consolid@tedcial statements.

IFRS 10 Consolidated Financial Statements (“IFRY 10

IFRS 10 was issued by the IASB in May 2011 and wélblace IAS 27 Consolidated and Separate Financial
Statements and SIC 12 Consolidation — Special Rerfmtities. IFRS 10 is a new standard which ifiestithe
concept of control as the determining factor ineassig whether an entity should be included inatresolidated
financial statements of the parent company. Conisotomprised of three elements: power over an siee
exposure, or rights, to variable returns from imeohent with the investee; and the ability to usevgroover the
investee to affect returns. IFRS 10 is effectivedionual periods beginning on or after Januaryd132 The adoption

of IFRS 10 did not have an impact on the Compargssilt of operations, financial position and discie.

IFRS 11 Joint Arrangements (“IFRS 11")

IFRS 11 was issued by the IASB in May 2011 and reifllace IAS 31 Interest in Joint Ventures and $3CJointly
Controlled Entities — Non-Monetary Contributions ®ntures. IFRS 11 is a new standard which focuses
classifying joint arrangements by their rights atdigations rather than their legal form. Entitea® classified into
two groups: joint operations and joint venturesjoiit operation exists when the parties have ggbtthe assets and
obligations for the liabilities of a joint arrangent. A joint venture exists when the parties haghts to the net
assets of a joint arrangement. Assets, liabilittegsenues and expenses in a joint operation areuated for in
accordance with the arrangement. Joint ventuesiezounted for using the equity method. IFRS ¥iffesctive for
annual periods beginning on or after January 1,320he adoption of IFRS 11 did not have an impatcttie
Company’s result of operations, financial positér disclosure.

IFRS 13 Fair Value Measurement (“IFRS 13")

IFRS 13 was issued by the IASB in May 2011. IFRSs1& new standard which provides a precise dafimipf fair
value and a single source of fair value measuremamiderations for use across IFRS. IFRS 13 @arihat fair
value is the price that would be received to sellaaset, or paid to transfer a liability in an okgéransaction
between market participants at the measurementutiaer current market conditions. It also establstlisclosures
about fair value measurement. IFRS 13 is effediiveannual periods beginning on or after Januar0lLl3. The
adoption of IFRS 13 did not have an impact on tbenffany’s result of operations, financial positiow @isclosure.



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Interim Consolidated Finanal Statements
March 31, 2013 and 2012

Expressed in Canadian dollars

4,

PRINCIPLES OF CONSOLIDATION

The condensed interim consolidated financial statésmncomprise the financial statements of the Compad its
subsidiaries.

James Bay Energy Nigeria LLC, USA 100%

2255431 Ontario Inc., Canada 100%

James Bay Energy Nigeria Limited, Nigeria 100%

D&H Energy Nigeria Limited, Nigeria 100%

Ondobit Limited, Nigeria 100%
Subsidiaries

Subsidiaries are entities over which the Comparg ¢antrol, where control is defined as the powegowern
financial and operating policies of an entity sa@sbtain benefit from its activities. Generallge Company has a
shareholding of more than one half of the votirghts in its subsidiaries. The effects of potentating rights that
are currently exercisable are considered when sisgewhether control exists. Subsidiaries are fathypsolidated
from the date control is transferred to the Compaayd are de-consolidated from the date controbeza
Intercompany transactions are eliminated on codatin.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of these condensed interim coreg@ltifinancial statements requires management ke estimates
and assumptions that affect the reported amounéssdéts and liabilities at the date of the findmstiatements and
reported amounts of expenses during the reporgémigpg. Actual outcomes could differ from theserasties. These
condensed interim consolidated financial statememtlside estimates, which, by their nature, areedan. The
impacts of such estimates are pervasive througheutondensed interim consolidated financial statés and may
require accounting adjustments based on futureroaices. Revisions to accounting estimates areggnéoed in the
period in which the estimate is revised and thésien affects both current and future perioSsch estimates and
assumptions affect the carrying value of assets,dtermination of impairment charges of non-cur&ssets,
impact decisions as to when exploration and evianatosts should be capitalized or expensed, dedtagstimates
for asset retirement obligations and reclamatiostoOther significant estimates made by the Compaciude
factors affecting valuations of share-based comgéms warrants and income tax accounts. The Cagnpgularly
reviews its estimates and assumptions, howevearabasults could differ from these estimates ded¢ differences
could be material.

(a) Capitalization of exploration and evaluatiorsats

Management has determined that exploration anduetirah costs incurred may have future economic fitenén
making this judgement, management has assessalivaources of information including but not linditeo the
geologic and metallurgic information, proximity ofher operating facilities and discoveries, opagtnanagement
expertise and existing permits. See Note 8 forildedfexploration and evaluation assets.

(b) Impairment of exploration and evaluation assets

While assessing whether any indications of impairmexist for exploration and evaluation assets si@ration is
given to both external and internal sources ofrimfation. Information the Company considers includeanges in
the market, economic and legal environment in whithCompany operates that are not within its oditvat could
affect the recoverable amount of exploration andlwation assets. Internal sources of informatiociuite the
manner in which exploration and evaluation assetsbeing used or are expected to be used and fiatisaof

expected economic performance of the assets. Hetinraay include, but are not limited to estimatéshe

discounted future cash flows expected to be derix@t the Company’s properties, costs to sell thaperties and
the appropriate discount rate.

Reductions in metal price forecasts, increasestimated future costs of production, increasessiimated future
capital costs, and/or adverse current economics reanlt in an impairment of the carrying amounts tioé
Company’s exploration and evaluation assets.



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Interim Consolidated Finanal Statements
March 31, 2013 and 2012

Expressed in Canadian dollars

5.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

(c) Income taxes and recoverability of potentidledesd tax assets

In assessing the probability of realizing incomg &ssets recognized, management makes estimattedreb

expectations of future taxable income, applicableflanning opportunities, expected timing of reaés of existing
temporary differences and the likelihood that tasipions taken will be sustained upon examinatigrapplicable

tax authorities. In making its assessments, managegives additional weight to positive and negatividence that
can be objectively verified. The Company considghether relevant tax planning opportunities aréhini the

Company's control, are feasible, and are within agament’s ability to implement. Examination by apgible tax

authorities is supported based on individual factd circumstances of the relevant tax position éxadin light of

all available evidence. Where applicable tax lawd eegulations are either unclear or subject tooomg varying

interpretations, it is reasonably possible thainges in these estimates can occur that materitidgtahe amounts
of income tax assets recognized. Also, future charng tax laws could limit the Company from realgithe tax
benefits from the deferred tax assets. The Compaagsesses unrecognized income tax assets at egamting

period.

(d) Share-based payments and warrants

Management determines costs for share-based paymsing market-based valuation techniques. Thevédire of
the market-based and performance-based share aa@dietermined at the date of grant using gewyeaaliepted
valuation techniques. Assumptions are made andijedgused in applying valuation techniques. Thesearaptions
and judgments include estimating the future vatgtdf the stock price, expected dividend yieldtuie employee
turnover rates and future employee stock optiomoese behaviours and corporate performance. Sudnjents and
assumptions are inherently uncertain. Warrants/alged in a similar way. Changes in these assumgtidfect the
fair value estimates.

(e) Contingencies

Refer to Notes 7, 9 and 14

SIGNIFICANT ACCOUNTING POLICIES
(@)  Foreign currencies

The presentation currency of the Company and thetifonal currency of the Company and each of ibsgliaries is
the Canadian dollar.

Transactions in currencies other than the functionaency are recorded at the rates of exchangeaging on dates
of transactions. At each financial position repagtidate, monetary assets and liabilities that @mochinated in
foreign currencies are translated at the ratesafineg at the date of the statement of financiakipon. Non-
monetary items that are measured in terms of ldslocost in a foreign currency are not retranslateains and
losses are charged to profit or loss.

(b)  Cash and cash equivalents

Cash equivalents include money market instrumehisiware readily convertible into cash or have mitis at the
date of purchase of less than ninety days.



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Interim Consolidated Finanai Statements
March 31, 2013 and 2012
Expressed in Canadian dollars

6.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(c)  Share-based payments

Equity-settled share-based payments to employedsotirers providing similar services are measurethatfair
value of the equity instruments at the grant datails regarding the determination of the faiueabf equity-settled
share-based transactions are set out in the shaestipayments note.

The fair value is determined at the grant datehef ¢quity-settled share-based payments and is mzeaon a
graded-vesting basis over the period during whioh émployee becomes unconditionally entitled to ebaity
instruments, based on the Company’s estimate afyeonstruments that will eventually vest. At thadeof each
reporting period, the Company revises its estinoftthe number of equity instruments expected td. vEse impact
of the revision of the original estimates, if aiy,recognised in profit or loss such that the cuativdé expense
reflects the revised estimate, with a corresponditjgstment to the share-based payments reserve.

Equity-settled share-based payment transactiors patties other than employees are measured #ithealue of

the goods or services received, except where #iatvélue cannot be estimated reliably, in whiclkecéhey are
measured at the fair value of the equity instrumegnanted, measured at the date the entity obtfangoods or the
counterparty renders the service.

(d) Income tax

Current tax

Income tax expense represents the sum of the tagrntly payable and deferred tax. The tax currepflyable is
based on taxable profit for the year. Taxable pmiffers from profit as reported in the consoliethtstatement of
comprehensive loss because of items of income perese that are taxable or deductible in other yaagstems that
are never taxable or deductible. The Company’sliiglfor current tax is calculated using tax rateat have been
enacted or substantively enacted by the end afejperting period.

Deferred tax

Deferred tax is recognized on temporary differenoesveen the carrying amounts of assets and ligsilin the
financial statements and the corresponding taxsiased in the computation of taxable profit. Defdrrax liabilities
are generally recognized for all taxable tempowdifferences. Deferred tax assets are generallygrézed for all
deductible temporary differences to the extent ihest probable that taxable profits will be availe against which
those deductible temporary differences can bezatli Such deferred tax assets and liabilities ateatognized if
the temporary difference arises from goodwill amfrthe initial recognition (other than in a busmesmbination)
of other assets and liabilities in a transactiat #ffects neither the taxable profit nor the actimg profit.

Deferred tax liabilities are recognized for taxat#eporary differences associated with investmantubsidiaries
except where the Company is able to control thersal of the temporary difference and it is probatblat the

temporary difference will not reverse in the foresigle future. Deferred tax assets arising from cifale temporary
differences associated with such investments aie renognized to the extent that it is probable thare will be

sufficient taxable profits against which to utilitee benefits of the temporary differences and #reyexpected to
reverse in the foreseeable future.

The carrying amount of deferred tax assets is veadeat the end of each reporting period and redtdide extent
that it is no longer probable that sufficient tabeaprofits will be available to allow all or parf the asset to be
recovered.



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Interim Consolidated Finanal Statements
March 31, 2013 and 2012

Expressed in Canadian dollars

6.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(d) Income tax (continued)
Deferred tax (continued)

Deferred tax assets and liabilities are measureldeatax rates that are expected to apply in thi@gén which the
liability is settled or the asset realized, basadtax rates (and tax laws) that have been enacdteitistantively
enacted by the end of the reporting period. Thesmreanent of deferred tax liabilities and assetectf the tax
consequences that would follow from the manner fiwictv the Company expects, at the end of the rempgeriod,
to recover or settle the carrying amount of itsetsand liabilities.

Deferred tax assets and liabilities are offset witeare is a legally enforceable right to set offrent tax assets
against current tax liabilities and when they mltd income taxes levied by the same taxation atyhand the
Company intends to settle its deferred tax assetdiabilities on a net basis.

(e) Exploration and evaluation assets

Once a license to explore an area has been seaxpenditures on exploration and evaluation adatisjtnet of
government assistance received, are capitalizecexgloration and evaluation assets. Deferred exjiora
expenditures relate to the initial search for dépasith economic potential and to detailed assesgsof deposits
or other projects that have been identified asriaeiconomic potential. The Company’s due diligecasts related
to its search for a suitable oil and gas propemt\Nigeria (Note 8) have been expensed as theyerétaivork
performed in advance of the Company securing asiee¢o explore any specific project.

The Company’s property interests are in the exfilmmeand evaluation stage and accordingly the Compallows

the practice of capitalizing all costs relatingtihe acquisition of, exploration for and evaluatiwinproperties and
crediting all revenues received against the coghefrelated claims. Such costs include, but ateerclusive to,
geological, geophysical studies, exploratory drvijland sampling.

At such time as commercial production commencesetrosts will be charged to operations on a dxpr@duction
method based on proven and probable reserves. gdregate costs related to abandoned propertiesharged to
operations at the time of any abandonment or whéras been determined that there is evidence aragnent
impairment. The recoverability of amounts shown &xploration and evaluation assets is dependent tipe
discovery of economically recoverable reserves, dbdity of the Company to obtain financing to cdeip
development of the properties, and on future prodncor proceeds of disposition. The Company recemin
profit or loss costs recovered on exploration avaluation assets when amounts received or rec&\abl in excess
of the carrying amount. Upon transfer of “Explooatiand evaluation assets” into “Development Asseadl”
subsequent expenditure on the construction, iasi@ai or completion of infrastructure facilitiesdapitalised within
“Development Assets”. After production starts, alisets included in “Development Assets” are trarsfleto
“Producing Properites”.

All capitalized exploration and evaluation expeuadis are monitored for indications of impairmenthéke a

potential impairment is indicated, assessmentspartormed. To the extent that exploration expemdguare not
expected to be recovered, they are charged ta jprafdss.

10



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Interim Consolidated Finanal Statements
March 31, 2013 and 2012

Expressed in Canadian dollars

6.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(f) Equipment

Equipment is carried at cost less accumulated amatidtn. Amortization is calculated over the estted useful life
of the assets at the following annual rates:

Office equipment - 20%, declining balance basis
Vehicles - 30% declining balance basis
Computer hardware - 55% declining balance basis
Furniture and fixtures - 20% declining balabesis

(g) Impairment of non-financial assets

The carrying values of capitalized exploration amdluation assets and equipment are assessedgfairnent when
indicators of such impairment exist. If any indioat of impairment exists, an estimate of the assettoverable
amount is calculated. The recoverable amount isrdéhed as the higher of the fair value less ctustell for the
asset and the asset’s value in use. For exploratiohevaluation assets, indicators of impairmentld/danclude:

exploration of a right to explore, no budgeted lanped material expenditures in an area or a aectsi discontinue
exploration in a specific area.

If the carrying amount of the asset exceeds iteve@ble amount, the asset is impaired and an impat loss is
charged to profit or loss so as to reduce the tagr@mount to its recoverable amount.

A previously recognized impairment loss is reversedly if there has been a change in the estimases to
determine the asset’s recoverable amount sincdagieimpairment loss was recognized. If this is tase, the
carrying amount of the asset is increased to @suwerable amount. The increased amount cannot éxheecarrying
amount that would have been determined, net ofeségtion/amortization, had no impairment loss besmognized
for the asset in prior years. Such reversal isgeized in profit or loss in the period of reversal.

(h) Financial instruments

Financial assets

Financial assets within the scope of IAS 39 arssifeed as financial assets at fair value througbfipor loss
(“FVTPL"), loans and receivables, held-to-maturitiwvestments, available-for-sale financial assetsdearivatives.

The Company determines the classification of itarficial assets at initial recognition.

All financial assets are recognised initially air faalue plus, in the case of investments not at\falue through
profit or loss, directly attributable transactiovsts.

Purchases or sales of financial assets that redelieery of assets within a time frame establishgdegulation or
convention in the marketplace (regular way trades)recognised on the trade date, (i.e., the tatehie Company
commits to purchase or sell the asset).

The Company'’s financial assets include cash and egsivalents, restricted cash and amounts redeivab

Subsequent measurement
The subsequent measurement of financial assetaidepa their classification as follows:

11



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Interim Consolidated Finanal Statements
March 31, 2013 and 2012

Expressed in Canadian dollars

6.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(h) Financial instruments (continued)
Financial assets (continued)

Financial assets at fair value through profit osslanclude financial assets held for trading américial assets
designated upon initial recognition at fair valleough profit or loss. Financial assets are clessihs held for
trading if they are acquired for the purpose ofisglor repurchasing in the near term. This catggacludes

derivative financial instruments entered into by @ompany that are not designated as hedging metris in hedge
relationships as defined by IAS 39. Derivatives]uding separated embedded derivatives are alssifital as held
for trading unless they are designated as effetibdging instruments. Financial assets at faireszéthnough profit or
loss are carried in the statement of financial tomsiat fair value with changes in fair value recisgd in profit or

loss.

The Company has designated its cash equivalerfEratalue through profit or loss. The Company eaés its

financial assets at fair value through profit ®ddo determine whether the intent to sell thethénear term is still
appropriate. When the Company is unable to tradsettiinancial assets due to inactive markets anthgement’s
intent to sell them in the foreseeable future digantly changes, the Company may elect, in rareuoistances, to
reclassify these financial assets. The reclassificgdo loans and receivables, available-for-sal&eld-to-maturity
depends on the nature of the asset. This evaludib@s not affect any financial assets designatef@iatvalue

through profit or loss using the fair value optitrdesignation.

Derivatives embedded in host contracts are accduoteas separate derivatives and recorded atvédire if their

economic characteristics and risks are not closghted to those of the host contracts and the dm¥racts are not
held for trading or designated at fair value thopgbfit or loss. These embedded derivatives aresored at fair
value with changes in fair value recognised in stetement of loss and comprehensive loss. Reassessmly

occurs if there is a change in the terms of th@rachthat significantly modifies the cash flowathvould otherwise
be required.

Loans and receivables

The Company has designated its cash, restrictdd aasl amounts receivable as loans and receivahlesns and
receivables are non-derivative financial asseth fised or determinable payments that are not gliotean active
market. After initial measurement, such financiabets are subsequently measured at amortised siogt the
effective interest rate method (“EIR”), less impaént. Amortised cost is calculated by taking intwaunt any
discount or premium on acquisition and fees orstisat are an integral part of the EIR. The EIR disation is
included in finance income in the statement of lmsd comprehensive loss. The losses arising fropaimment are
recognised in profit or loss.

Derecognition
A financial asset (or, where applicable a part @ihancial asset or part of a Company of similaaficial assets) is
derecognised when:

* The rights to receive cash flows from the assetlepired; and

« The Company has transferred its rights to receash dlows from the asset or has assumed an ololigati
to pay the received cash flows in full without mi@kedelay to a third party under a ‘pass-through
arrangement; and either:
(a) the Company has transferred substantiallyhalkisks and rewards of the asset; or
(b) the Company has neither transferred nor retasubstantially all the risks and rewards of theegs
but has transferred control of the asset.

1
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6.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(h) Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets

The Company assesses at each reporting date wiiegheris any objective evidence that a financakaor a group
of financial assets is impaired. A financial assea group of financial assets is deemed to be imegaf, and only
if, there is objective evidence of impairment aseault of one or more events that has occurred #fee initial
recognition of the asset (an incurred ‘loss eveatiyl that loss event has an impact on the estinfatace cash
flows of the financial asset or the group of finah@ssets that can be reliably estimated. Evideridenpairment
may include indications that the debtors or a grolugebtors is experiencing significant financidfidulty, default
or delinquency in interest or principal paymenk® probability that they will enter bankruptcy aher financial
reorganisation and where observable data inditetethere is a measurable decrease in the estifstgd cash
flows, such as changes in arrears or economic tionsithat correlate with defaults.

For financial assets carried at amortised costCihimpany first assesses individually whether objeatvidence of
impairment exists individually for financial ass#tat are individually significant, or collectivefgr financial assets
that are not individually significant. If the Compadetermines that no objective evidence of impaitrexists for
an individually assessed financial asset, whetiggifecant or not, it includes the asset in a grafifinancial assets
with similar credit risk characteristics and cotleely assesses them for impairment. Assets thatiradividually

assessed for impairment and for which an impairn@sg is, or continues to be, recognised are rauded in a
collective assessment of impairment.

If there is objective evidence that an impairmassi has been incurred, the amount of the loss &suned as the
difference between the asset's carrying amount thedpresent value of estimated future cash flowslgeling
future expected credit losses that have not yat bemirred). The present value of the estimatedréutash flows is
discounted at the financial asset’s original effecinterest rate. If a loan has a variable interate, the discount
rate for measuring any impairment loss is the cireffective interest rate.

The carrying amount of the asset is reduced thrahghuse of an allowance account and the amoutiteofoss is

recognised in profit or loss. Interest income amntis to be accrued on the reduced carrying amashisaaccrued

using the rate of interest used to discount theréutash flows for the purpose of measuring theaimpent loss. The
interest income is recorded as part of finance nmedn the profit or loss. Loans together with tresaciated

allowance are written off when there is no redaigtiospect of future recovery and all collaterad baen realised or
has been transferred to the Company. If, in a guEs# year, the amount of the estimated impairdoastincreases
or decreases because of an event occurring afeerintipairment was recognised, the previously recghi
impairment loss is increased or reduced by adjggtie allowance account. If a future write-off &dr recovered,
the recovery is credited to finance costs in prafiloss.

The present value of the estimated future cashsflewdiscounted at the financial asset’s origirffdative interest
rate. If a loan has a variable interest rate, theodint rate for measuring any impairment losfiésdurrent effective
interest rate.

Financial liabilities
Initial recognition and measurement
Financial liabilities within the scope of IAS 3%atrlassified as financial liabilities at fair valtireough profit or loss,

loans and borrowings, or as derivatives designaseldedging instruments in an effective hedge, psogpiate. The
Company determines the classification of its finahic@abilities at initial recognition.
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6. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial liabilities (continued)

All financial liabilities are recognised initiallgt fair value and in the case of loans and borrgsjiplus directly
attributable transaction costs.

The Company’s financial liabilities include accasipayable and accrued liabilities.

Subsequent measurement
The measurement of financial liabilities dependshair classification as follows:

Financial liabilities at fair value through profit loss

Financial liabilities at fair value through profitr loss include financial liabilities held for tiad and financial
liabilities designated upon initial recognitionfag value through profit or loss.

Financial liabilities are classified as held faading if they are acquired for the purpose of sglin the near term.
This category includes derivative financial instents entered into by the Company that are not datég as
hedging instruments in hedge relationships as défby IAS 39. Separated embedded derivatives acectdssified
as held for trading unless they are designatedfestigse hedging instruments. Gains or losses abilities held for
trading are recognized in profit or loss. The Compéas not designated any financial liabilities mpaitial
recognition as at fair value through profit or loss

Other financial liabilities

The Company has designated its accounts payablearded liabilities as other financial liabilitiefter initial
recognition, other financial liabilities are subsegtly measured at amortized cost using the EIfotetGains and
losses are recognized in profit or loss when thbilities are derecognized, as well as throughgtke amortization
process. Amortized cost is calculated by taking axdcount any discount or premium on acquisiticsh feles or costs
that are an integral part of the EIR. The EIR aimation is included in finance cost in profit osk

Derecognition
A financial liability is derecognised when the @altion under the liability is discharged or caneglbr expires.

Fair value of financial instruments

The fair value of financial instruments that aradegd in active markets at each reporting date teriined by
reference to quoted market prices or dealer priggtagions (bid price for long positions and askcerfor short
positions), without any deduction for transactiosts.

For financial instruments not traded in an activarket, the fair value is determined using appraerizluation

techniques. Such techniques may include using tereris length market transactions; reference ¢odirrent fair
value of another instrument that is substantidley$ame; discounted cash flow analysis or otheratiain models.
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6.

SIGNIFICANT ACCOUNTING POLICIES (continued)
0] Loss per share

Basic loss per share is calculated by dividingltdss available to common shareholders by the wethhiverage
number of common shares outstanding in the peffiad. all periods presented, the loss available tmroon
shareholders equals the reported loss. Diluted pessshare is calculated by assuming that the poscéo be
received on the exercise of dilutive share optiamd warrants are used to repurchase common shétes aerage
market price during the period. In the Company’'secaliluted loss per share is the same as basiqtsshare as
the effects of including all outstanding optiongl amarrants would be anti-dilutive. As at DecemBgr 2012 and
2011, all outstanding options and warrants werediluttive.

0] Decommissioning Liabilities

A legal or constructive obligation to incur decorsgsioning liabilities may arise when environmentiatutbance is
caused by the exploration, development or ongoimglyction of a mineral property interest. Suchtea@gising
from the decommissioning of plant and other siteppration work, discounted to their net presentuejabre
provided for and capitalized at the start of eadjegt to the carrying amount of the asset as smotihe obligation
to incur such costs arises. Discount rates usimgeaax rate that reflect the time value of moneg ased to
calculate the net present value. These costs amgeth against profit or loss over the economic difehe related
asset, through amortization using either a unjpofduction or the straight-line method as appraeridhe related
liability is adjusted for each period for the undimg of the discount rate and for changes to threeati market-
based discount rate, amount or timing of the umidegl cash flows needed to settle the obligationst€dor
restoration of subsequent site damage which igexlean an ongoing basis during production are plexyifor at
their net present values and charged against pradiextraction progresses.

The Company had no material decommissioning ligdslias at March 31, 2013.

EXPLORATION AND EVALUATION ASSETS
James Bay Property, Ontario, Canada

The Company acquired, by staking, certain claim®mnario, Canada.

Balance, December 31, 2010 $ 2,438,662
Recovery (5,000)
Balance, December 31, 2011 $ 2,433,662
Write-off (2,433,662)
Balance, December 31, 2012 and March 31, 2013 $ -

On June 29, 2012, the Company announced that isigagd an agreement to acquire a 47% interesiNigarian
oil and gas project (see below). As a result of @empany’'s change in focus to pursuing oil and gssets in
Nigeria, the James Bay Property was written off.
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7. EXPLORATION AND EVALUATION ASSETS (continued)

In February 2013, the Company engaged MacDonaldke$/io complete a GPS survey of all corner claintgos
following the proper protocol as defined by the Mirny of Northern Development and Mines. This syrwill
form the basis for a report of work, which will bebmitted for assessment credits once all datdoéeas reviewed
from MacDonald Mines. The Company incurred apprately $172,000 to complete the GPS survey in itisé f
quarter of 2013.

Nigeria Oil and Gas Property
D&H Solutions AS (“D&H")

On March 21, 2011, the Company signed a memorarafummderstanding (the "MoU") to conduct due diligen
and if a suitable target is identified, to formpesial purpose vehicle (the "SPV") with D&H SolutidS (“D&H")
to further evaluate the identified oil and gas apyaties in Nigeria, and if suitable, negotiate agreement to
acquire and develop such assets.

On January 5, 2012, a new agreement was signed . The new agreement calls for the transferathf
Nigerian agreements and the corporations that cthyrénold these agreements into a wholly owned Naye
subsidiary of the Company. This subsidiary (Jamag Bnergy Nigeria Limited, “JBENL") was incorpordt®n
February 27, 2012. In addition, the Company withie certain senior management of D&H as senioragament
of JBENL. In consideration, the Company has agreessue to D&H share based compensation in tha fof
units consisting of one common share and one Habtihe common share purchase warrant, each wholenoom
share purchase warrant entitling the holder to isequne common share at a price of $1.25 for aodesf two years
from issuance. The units are to be issued asisllo

« 3,000,000 units upon the closing of a definitiveeggnent being entered into with regards to an adopn of
an interest in an oil and gas project in Nigerid apon attaining mining licenses from the MinistfyMines
in Nigeria; and

e 3,000,000 units upon the Company reaching 1,50€elsaoil equivalent (“BOE”) per day or a minimum
recoverable estimate of 50 million BOE.

Simultaneously with each issuance of the units apB&H will receive a further 300,000 stock optiamsercisable
for a period of five years following the date oug, with the exercise price set in the contexhefmarket on the
date of issue.

Nigeria Oil and Gas Property (continued)

The Company also assumed D&H'’'s agreement to acquité% interest in certain oil and gas interesthligeria
through the formation of a joint operation with thendor. As consideration for the transfer of hierest, the
Company will be required to pay US$2,500,000 ($2,800). These payments are to commence only upon
completion of due diligence by the Company anddouo over a period of time defined by the acconhplient of
project milestones, ending with the achievementcofnmercial production. Upon the completion of theed
diligence process, the Company paid US$100,00@&dthtion, on the commencement of commercial pridnche
Company will pay a monthly management retainer &$80,000 ($30,000) to the seller in return for sedler
performing its ordinary legal and regulatory dutas marginal field license holder. The Company @ai$o be
required to pay up to US$500,000 ($498,000) intehgiontribution to the project as required to fina the joint
operation until the commencement of commercial petidn. Related to this agreement, the Company paid
US$50,000 ($50,000) for the first installment irclessivity, data purchase and administrative feeindu2011. The
second and final installment of US$50,000 ($50,008% paid in March 2012. The transfer of theseand gas
interests is dependent upon the successful renmdiaf a claim brought against the vendor relatingthe
termination of a prior business relationship relai® these oil and gas interests. Subsequent terbleer 31, 2012,
this dispute was resolved.
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7.

EXPLORATION AND EVALUATION ASSETS (continued)

Included in restricted cash is US$500,000, with UE%000 of that amount held in an escrow accouunt the
remaining US$400,000 held in a trust account withlegal representatives.

MAK MERA

On March 9, 2011, James Bay entered into a leftetent with a Nigerian oil and gas service pr@ndVMAK MERA.
On February 1, 2012, a new agreement with MAK MER#s signed. The new consulting services agreeoadist
for the issuance of cash and common shares ofdhgp&ny to MAK MERA as follows:

« 3,500,000 common shares upon the closing of a itleéiragreement being entered into with regardario
acquisition of an interest in an oil and gas prbjacNigeria and upon attaining mining licensesnir¢he
Ministry of Mines in Nigeria;

e 3,000,000 common shares upon the Company reachbB@D IBOE per day or a minimum recoverable
estimate of 50 million BOE; and

* Cash payment of US$165,000 upon signing a defmgigreement paid in 2012.

If a target is identified through this process, ptetion of an acquisition could represent a CharfgBusiness under
the TSX Venture Exchange policies. As a result, sugh transaction would be subject to a numbeobdlitions.

During the year ended December 31, 2012, the Coynipanrred $217,724 (2011 - $1,233,304) in dueyditice costs
related to its search for a suitable oil and gaetag1 Nigeria. Once such assets are identificldte®@ costs are
considered to be evaluation costs, and are soifiéenbn the condensed interim consolidated statgroéloss and
comprehensive loss.

During the three months ended March 31, 2013, tagany incurred $455,570 (December 31, 2012 - $208R) in
evaluation costs related to pursing certain oil gasl assets in Nigeria. Details are as follows:

Nigeria Oil and Gas Property

Description Amount
Management fees $ 207,688
Professional fees 8,586
Administrative expense 31,277
Technical work- AGR 5,399
Sproule 1,643
Travel, meals and accommodation 118,642
Office and general 82,335
Balance at March 31, 2013 $ 455,570
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8. SHARE CAPITAL
(@) Authorized - Unlimited common shares

(b) Issued- 28,040,350 common shares

Balance at December 31, 2011, 2012 and March@13 2

9. SHARE-BASED PAYMENTS

$

28,040,350 9,261,904

The Company has an incentive stock option plan ‘{#hen") whereby the Company can grant to diregtoffcers,

employees and consultants options to purchasesbétbe Company. The Plan provides for the isseaf stock
options to acquire up to 20% of the Company's idsre outstanding capital at the time of grantiigmiions for a
maximum term of five years. The Plan is a rollingrpas the number of shares reserved for issuamsegnt to the
grant of stock options will increase as the Comfmigsued and outstanding share capital increabesio case

(calculated at the time of grant) shall the Plasultein:

- the number of options granted in a 12-monthqektd any one consultant exceeding 2% of the isshadkes of the

Company;

- the aggregate number of options granted in an&8th period to any one individual exceeding 5%tlod

outstanding shares of the Company;

- the number of options granted in any 12-month jgerioemployees or consultants undertaking investiations

activities exceeding in aggregate 2% of the issledtes of the Company;

- the aggregate number of common shares reseovessfiance to any one individual upon the exerofsaptions
granted under the Plan or any previously estaldistmel outstanding stock option plans or grantsexdiog 5% of
the issued shares of the Company in any 12-montbdoe

The following reconciles the share options outsitagnd

Three months period ended Year ended
March 31, 2013 December 31, 2012
Weighted Weighted
Number average exercise Number average
of options price of options exercise price
# $ # $
Balance, beginning of period 2,645,000 2,785,0 0.75
Expired - - (120,000) (0.75)
Balance, end of period 2,645,000 2,645,000 50.7
The Company has the following share options outtenat March 31, 2013:
Estimated Grant Outstanding Options Exercise
Date Fair Value Options Exercisable Expiry Date
$ # #
768,944 1,350,000 1,350,000 0.75 April 2, 2013*
383,250 1,095,000 1,095,000 0.75 September 173 201
98,000 200,000 200,000 0.75 June 11, 2015
1,250,194 2,645,000 2,645,000

*These options expired, unexercised, pnl&, 2013
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10.

11.

SHARE-BASED PAYMENTS (continued)

The weighted average exercise price of optionscisale at March 31, 2013 is $0.75 (December 3122G50.75).
During the year ended December 31, 2012, the Coypammitted to granting 600,000 stock options. Ehes
options are expected to vest as follows: 1/3 imetetyy, 1/3 on the first anniversary of the grartedand 1/3 on the
second anniversary of the grant date. The fairevaluthe options was estimated using the Black-Bshoption
pricing model with the following assumptions: exfgetdividend yield of 0%; expected volatility of @8 risk free
interest rate of 1.8% and expected life of fiverge@n expense of $33,288 was recorded relatintheése stock
options during the three month period ended MadcH?2813.

WARRANT RESERVE

As at December 31, 2011 and 2012, 3,723,925 warreate outstanding with a grant date fair valuglgf17,372.

As of March 31, 2013, the following warrants wergstanding:

Estimated Grant Outstanding Exercise
Date Fair Value Warrants Price Expiry Date
$ # $
1,217,372 3,723,925 1.25 July 24, 2013

(i) On March 20, 2012, the Company extended thergxgate of common share purchase warrants issyetieh
Company in connection with the IPO financing thialsed on July 24, 2008. The expiry date for alsthevarrants
was extended until July 24, 2013 at a reduced mfidi.25.

CAPITAL MANAGEMENT

The Company manages its capital structure and mad@stments to it, based on the funds availableh&o
Company, in order to support the acquisition, esgtion and development of mineral properties. Theital
structure of the Company consists of equity attable to common shareholders comprised of commamesh
warrant reserve, share-based payments reserveddicit. drhe Board of Directors does not establistamgitative
return on capital criteria for management, buteatelies on the expertise of the Company's manageto sustain
future development of the business.

The properties in which the Company currently hasnéerest, or is pursuing an interest in, arehie éxploration
stage; as such the Company is dependent on exferaating to fund its activities. In order to caout the planned
exploration and pay for administrative costs, thempPany will spend its existing working capital anaise

additional amounts as needed.

The Company will continue to assess new propeamesseek to acquire an interest in additional ptaseif it feels
there is sufficient geologic or economic potergiatl if it has adequate financial resources to do so
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11. CAPITAL MANAGEMENT (continued)

Management reviews its capital management approaem ongoing basis and believes that this appragedn the
relative size of the Company, is reasonable.

There were no changes in the Company's approachagdital management during the three month periatken
March 31, 2013. Neither the Company nor its subsiels are subject to externally imposed capitalireqnents.

12. FINANCIAL INSTRUMENTS

The Company's risk exposures and the impact o€tmepany's financial instruments are summarizedvielbhere
have been no significant changes in the risks,atibs, policies and procedures from the previaeriogl.

Credit risk

The Company's credit risk is primarily attributalite cash and cash equivalents and amounts receivable
Company has no significant concentration of credik arising from operations. Cash equivalents bngf
guaranteed investment certificates that have beeested with reputable financial institutions, frowhich
management believes the risk of loss to be remdmagement believes that the credit risk conceatrawith
respect to cash equivalents and amounts receiiatBenote.

Liquidity risk

The Company's approach to managing liquidity réstoiensure that it will have sufficient liquidily meet liabilities
when due. At March 31, 2013, the Company had cashcash equivalents of $641,928 (December 31, 2012
$1,261,307) to settle current liabilities of $3BQ0(December 31, 2012 - $176,167). The Companywuaking
capital of $1,000,418 at March 31, 2013 (December2®12 - $1,789,835). The Company's financialiliités
generally have contractual maturities of less tB@uays and are subject to normal trade terms.

Market risk

(a) Interest rate risk

The Company has cash balances and no interestibaedabt. The Company's current policy is to inwestess cash
in investment-grade short-term guaranteed invedtroenificates issued by its banking institutioifie Company
periodically monitors the investments it makes &nshtisfied with the credit ratings of its banks.

(b) Price risk
The ability of the Company to pursue its resourdgerests and the future profitability of the Compas directly
related to the market price of oil and gas.

(c) Foreign currency risk

The Company is subject to foreign exchange risthasCompany has certain assets and liabilities naakks certain
expenditures, in US dollars and Nigerian Naira. Tmmpany is therefore subject to gains and losses td

fluctuations in the US dollar and the Naira relatte the Canadian dollar. The Company does najehéd foreign
exchange risk.

Sensitivity analysis

Based on management's knowledge and experiendee dfniancial markets, the Company believes theofalhg
movements are reasonably possible over a twelvehmmeriod. The Company’s cash equivalents as atiMat,
2013 are held at a fixed interest rate of 1.3%anedtherefore not subject to fluctuations in interates.

As at March 31, 2013, the Company has net monetssgts denominated in US dollars of approximatéR2$ 16
(US $406,432). A 10% change in the value of thead#n dollar relative to the US dollar would résal a
corresponding change in net loss of approximatéR;#00 based on the balance of these amountsh&l8 dollars
at March 31, 2013.
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12.

13.

FINANCIAL INSTRUMENTS (Continued)

Fair value
The carrying value of cash, restricted cash, ansmuwateivable and accounts payable and accrueditiebi
approximate their fair value due to the relativeprt periods to maturity of the financial instrurtse

Fair value hierarchy and liquidity risk disclosure

Fair value measurements are classified using avddire hierarchy that reflects the significancehaf inputs used in
making the measurements. The fair value hierarbayt save the following levels: (a) quoted pricasddjusted) in
active markets for identical assets or liabilitfesvel 1); (b) inputs other than quoted pricesuned in Level 1 that
are observable for the asset or liability, eithieeatly (i.e., as prices) or indirectly (i.e., dexd from prices) (Level
2); and (c) inputs for the asset or liability tlaae not based on observable market data (unobserivgduts) (Level

3). As at March 31, 2013 and December 31, 2012,Gbmpany’s financial instruments carried at faitue

consisted of cash equivalents which were classidgtevel 2 in the fair value hierarchy.

RELATED PARTY DISCLOSURES

These condensed interim consolidated financiakstants include balances and transactions with tdie@and
officers of the Company and/or corporations reldtethem. During the period ended March 31, 2018 @ecember
31, 2012 the Company entered into the followingdextions involving related parties:

During the three month period, the Company incunedegal fees with a law firm of which a partneridirector of
the Company. As of March 31, 2013, included in acts payable and accrued liabilities is $24,165ngwid this
law firm from fiscal 2012.

In accordance with IAS 24, key management persoareethose having authority and responsibility gtanning,
directing and controlling the activities of the Goamy directly or indirectly, including any direcsofexecutive and
non-executive) of the Company. The remuneratiodiractors and other members of key management ipeesdor
the three months ended March 31, 2013 and yeaddndeember 31, 2012 were as follows:

March 31, ed@mber 31,
2013 2012
$ $
Management salaries and benefits 105,748 735,846

As at March 31, 2013, included in accounts payahle& accrued liabilities is approximately $79,50@¢Pmber 31,
2012 - $25,499) relating to management fees aneltexpense reimbursement.

All amounts payable to related parties are unsecuren-interest bearing, with no fixed terms ofagpent.
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14.

15.

COMMITMENTS AND CONTINGENCIES

The Company is party to certain management comstrathese contracts contain clauses requiring ahditi
payments of up to $864,000 be made upon the ocmeref certain events such as a change of comimla
triggering event has not taken place, the contihgayments have not been reflected in these coedeimserim
consolidated financial statements. Additional miaimmanagement contract commitments remaining uticese
contracts are approximately $1,022,000, of whicROS800 is due within one year and the remaindelus within
two years.

The Company is subject to a lease commitment femges in Nigeria expiring in September 2017. #ddal
minimum lease payments required under this ledakédpproximately $603,000, of which $127,000 Ww#l incurred
within one year. The first two years of this leaswe been paid in advance and are included iecuand long term
prepaid expenses.

The Company entered into a lease agreement fareo$fpace in Canada expiring on November 30, 201dinidm
lease payments under this lease total approxim&g&sy000, of which $38,000 will be incurred witline year.

The Company’s exploration and evaluation acgeitare subject to various laws and regulations rgovg the
protection of the environment. These laws and guis are continually changing and generally béognmore
restrictive. The Company believes its operations araterially in compliance with all applicable lavesd
regulations. The Company has made, and expectake in the future, expenditures to comply withhslasvs and
regulations.

SUBSEQUENT EVENT

On May 17, 2013, the Honourable Minister of PenateResources (HMPR) has granted approval to thigrement
of 47% participating interest in Ogedeh margineldilocated in OML 90 to D&H Energy Nigeria Limited
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15. EQUIPMENT

Office  Furniture and Computer Vehicles Total
Cost equipment fixtures equipment
Balance December 31, 2011 - 909 - - 909
Additions 9,928 120,900 3,900 2,000 136,728
Balance December 31, 2012 9,928 121,809 3,900 2,000 137,637
Additional 1,966 15,851 16,940 - 34,757
Balance March 31, 2013 11,894 137,660 20,840 2,000 172,394

Office Furniture and Computer Vehicles Total
Accumulated amortization equipment fixtures equipment
Balance December 31, 2011 - 570 - - 570
Amortization 1,276 3,072 1,555 50 5,953
Balance December 31 2012 1,276 3,642 1,555 50 6,523
Amortization 758 3,416 355 150 4,679
Balance March 31, 2013 2,034 7,058 1,910 200 11,202
Carrying value Office Furniture and Computer

equipment fixtures equipment Vehicles Total

Balance December 31, 2011 - 339 - - 339
Balance December 31, 2012 8,652 118,167 2,345 1,950 131,114
Balance March 31, 2013 9,860 130,602 18,930 1,800 61,192
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