™ 3 James Bay

Resources Limited

JAMES BAY RESOURCES LIMITED
CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

FOR THE THREE MONTHS ENDED MARCH 31, 2015



NOTICE OF NO AUDITOR REVIEW OF CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

The accompanying unaudited condensed consolidated interim 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 condensed
interim consolidated 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 Consolidated Statements of Financial Position

Expressed in Canadian dollars

As at

March 31, 2015 December 31, 2014

$ $

ASSETS
Current assets
Cash 82,416 132,915
Restricted cash 9,092 8,333
Prepaid expenses (Note 18) 125,991 106,317
Amounts receivable 24,508 25,390
Total current assets 242,007 272,955
Long-term prepaid (Note 8) 104,050 104,050
Exploration and evaluation assets (Note 8) 4,182,685 4,086,924
Equipment (Note 7) 98,093 104,494
Total assets 4,626,835 4,568,423
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities (Notes 16 and 17) 777,573 565,656
Convertible debentures subscription payable (Note
19) 250,000 -
Due to shareholder (Notes 10 and 19) 1,087,329 317,469
Total Liabilities 2,114,902 883,125
EQUITY
Common shares (Note 11) 17,142,711 14,801,211
Share-based payments reserve (Note 12) 204,000 302,000
Warrant reserve (Note 13) 2,214,569 2,214,569
Shares to be issued (Note 11) - 2,341,500
Warrants to be issued (Note 11) 1,125,600 1,125,600
Deficit (18,174,947) (17,099,582)
Total common shareholders’ equity 2,511,933 3,685,298
Total equity and liabilities 4,626,835 4,568,423

NATURE OF OPERATIONS AND GOING CONCERN (Note 1)
COMMITMENTS AND CONTINGENCIES (Notes 8 and 18)

SUBSEQUENT EVENTS (Notel9)
APPROVED ON BEHALF OF THE BOARD:

Signed "STEPHEN SHEFSKY" , Director

Signed  "MARK BRENNAN" , Director

See accompanying notes to the condensed interim consolidated financial statements




JAMES BAY RESOURCES LIMITED
Condensed Consolidated Statements of Loss and Comprehensive Loss

Expressed in Canadian dollars
For the three months ended

March 31, 2015 March 31, 2014
$ $
Expenses
Management salaries and benefits (Note 17) 113,195 53,941
Professional fees (Note 17) 193,354 19,460
Office and general (Note 17) 62,423 58,410
Due diligence expense 52,567 -
Exploration costs — James Bay Lowlands (Note 9) 4,429 6,676
Evaluation costs (Note 8) 16,878 1,171,502
Transfer agent and listing fees 4,055 8,053
Business development 4,857 2,384
Amortization 1,218 3,097
Loss before the undernoted (452,976) (1,323,523)
Foreign exchange (loss) gain 17,842 (16,289)
Interest (expense) (12,348) (4,999)
Impairment on equity investment (Note 14) (627,883) -
Net loss and comprehensive loss for the period (1,075,365) (1,344,811)
Loss for the period attributable to:
Non-controlling interest - (634,188)
Common shareholders (1,075,365) (710,623)
Net loss and comprehensive loss for the period (1,075,365) (1,344,811)
Loss per share attributable common shareholders
Basic and diluted (0.03) (0.05)
Weighted average number of shares outstanding —
basic and diluted 40,136,991 29,320,069

See accompanying notes to the consolidated financial statements



JAMES BAY RESOURCES LIMITED
Condensed Consolidated Statements of Cash Flows

Expressed in Canadian dollars

For the three months ended

March 31, 2015

March 31, 2014

$ $

Cash used in operating activities:
Net loss for the period (1,075,365) (1,344,811)
Add (deduct) items not affecting cash:

Amortization 3,613 9,252

Share-based payments - 7,649

Accrued interest 12,054 2,000

Forex 13,434 -
Net change in non-cash working capital 103,004 996,780
Net cash (used in) operating activities (943,259) (329,130)
Cash used in by investing activities:
Increase in restricted cash - (33,165,000)
Interest in exploration and evaluation assets (95,761) (37,570)
Acquisition of equipment - (1,841)
Net cash (used in) investing activities (95,761) (33,204,411)
Cash provided by financing activities:
Proceeds from letter of credit - 33,165,000
Receipts of advance for convertible debentures 250,000 -
Advances from shareholders 738,521 539,739
Repayments to shareholders - (743,817)
Proceeds from private placements - 711,660
Share issue costs - (73,300)
Net cash provided by financing activities 988,521 33,599,282
Net cash flow during the period (50,499) 65,741
Effect of change in foreign exchange - 48,760
Cash, beginning of period 132,915 36,571
Cash, end of period 82,416 151,072




JAMES BAY RESOURCES LIMITED
Condensed Consolidated Statements of Changes in Equity

Expressed in Canadian dollars

Share-based

Common shares
and warrants to

Common shares  payments reserve Warrants be issued Deficit Total equity
$ $ $ $ $
Balance, December 31, 2014 14,801,211 302,000 2,214,569 3,467,100 (17,099,582) 3,685,298
Shares issued to M2 Advisors 2,341,500 - - (2,341,500) - -
Stock options expired - (98,000) - - - (98,000)
Loss for the period - - - - (1,075,365) (1,075,365
Balance, March 31, 2015 17,142,711 204,000 2,214,569 1,125,600 (18,174,947) 2,511,933
Share-based Warrant Non-controlling
Common shares  payments reserve reserve interest Deficit Total equity
$ $ $ $ $
Balance, December 31, 2013 9,261,904 287,833 - (78,077) (9,442,176) 29,484
Share-based payments - 8,500 - - - 8,500
Private placements 1,930,424 - - - - 1,930,424
Share issue costs (203,463) - (100,667) - - (304,130)
Issuance of warrants (639,135) - 639,135 - - -
Issuance of finder warrants - - 21,839 - - 21,839
Loss for the period - - - (634,188) (710,623) (1,344,811)
Balance, March 31, 2014 10,349,730 296,333 560,307 (712,265) (10,152,799) 341,306




JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

1.

NATURE OF OPERATIONS AND GOING CONCERN

James Bay Resources Limited (the "Company" or "James Bay") was incorporated on November 5, 2007. The
Company is currently involved in the exploration and evaluation of oil and gas interests in Nigeria and has interests in
resource properties in the Porcupine mining district of Ontario, Canada (the “Claims”). The Company has not
determined whether its properties contain economically recoverable reserves. The Company has not yet discovered
any deposits, nor has it earned any revenues.

The business of exploring for minerals and oil and gas involves a high degree of risk and there can be no assurance
that current exploration programs will result in profitable operations. The Company's continued existence is
dependent upon the preservation of its interests in its underlying properties, the discovery of economically recoverable
reserves, the achievement of profitable operations, the ability of the Company to secure an interest in new properties
or the ability of the Company to complete additional financings, if necessary, or alternatively upon the Company's
ability to dispose of its interests on an advantageous basis.

Although the Company has taken steps to verify title to the properties on which it is conducting exploration and 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,
unregistered claims, aboriginal claims and non-compliance with regulatory and environmental requirements. The
Company’s assets may also be subject to increases in taxes and royalties, renegotiation of contracts, currency
exchange fluctuations and restrictions, and political uncertainty.

As at March 31, 2015, the Company had a working capital deficiency of $1,872,895 (December 31, 2014 - $610,170),
had incurred losses since inception, and had an accumulated deficit of $18,174,947 (December 31, 2014 -
$17,099,582) which has been funded primarily by the issuance of equity. The ability of the Company to continue as a
going concern is dependent upon its ability to raise sufficient funds to meet its obligations as they become due. While
the Company has been successful in securing financing in the past, there is no assurance that it will be able to do so in
the future. Because of continuing operating losses, the Company’s continuance as a going concern is dependent on its
ability to obtain adequate financing and to reach profitable levels of operation. It is not possible to predict whether
financing efforts will be successful or if the Company will attain profitable levels of operation.

These condensed interim consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) applicable to a going concern. Accordingly, they do not give effect to
adjustments that would be necessary should the Company be unable to continue as a going concern and therefore, be
required to realize its assets and liquidate its liabilities and commitments in other than the normal course of business
and at amounts different from those in the accompanying condensed consolidated interim financial statements. Such
adjustments could be material. The material uncertainties noted above together cast significant doubt upon the
Company’s ability to continue as a going concern.

On October 29, 2014, the Company voluntarily delisted its shares from the TSX Venture Exchange (“TSXV”). The
Company’s shares are listed on the Canadian Securities Exchange (“CSE”) effective October 30, 2014. Upon de-
listing of the Company’s shares from the TSXV, the Company did not complete its previously announced Change of
Business (“COB”) to oil and gas issuer as it is a specific procedure under TSXV policies and rules. The Company is
listed on the CSE as an oil and gas issuer.

The head office, principal address and records office of the Company is located at 20 Victoria Street, Suite 900,
Toronto, Ontario, Canada, M5C 2N8. These condensed consolidated interim financial statements of the Company for
the three months ended March 31, 2015 were approved and authorized for issue by the board of directors on May 26,
2015.



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

2.

BASIS OF PREPARATION

These condensed consolidated interim financial statements of the Company and its subsidiaries were prepared in
accordance with IFRS as issued by the International Accounting Standard Board (“IASB”) and in accordance with
International Accounting Standards (“IAS”) 34, Interim financial reporting. These condensed consolidated interim
financial statements do not include all of the information required for the full annual consolidated financial statements
and should be read in conjunction with the most recent audited annual consolidated financial statements of the
Company as at and for the year ended December 31, 2014. In addition, these condensed consolidated interim
financial statements have been prepared using the accrual basis of accounting except for cash flow information. The
policies set out below were consistently applied to all the periods presented unless otherwise noted below..

RECENT ACCOUNTING PRONOUNCEMENTS AND CHANGES IN ACCOUNTING POLICIES

Recent accounting pronouncements
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods on or after
January 1, 2015 or later periods. Many are not applicable or do not have a significant impact to the Company and

have been excluded. The following has not yet been adopted and is being evaluated to determine its impact on the
Company.

IFRS 9 — Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in October
2010 and May 2013 and will replace IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS
9 uses a single approach to determine whether a financial asset is measured at amortized cost or fair value, replacing
the multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial instruments in
the context of its business model and the contractual cash flow characteristics of the financial assets. Most of the
requirements in IAS 39 for classification and measurement of financial liabilities were carried forward unchanged to
IFRS 9, except that an entity choosing to measure a financial liability at fair value will present the portion of any
change in its fair value due to changes in the entity’s own credit risk in other comprehensive income, rather than
within profit or loss. The new standard also requires a single impairment method to be used, replacing the multiple
impairment methods in 1AS 39. IFRS 9 is effective for annual periods beginning on or after January 1, 2018. Earlier
adoption is permitted though management does not anticipate early adoption of the standard.

IFRS 11 — Joint Arrangements ("IFRS 11") was amended in May 2014 adding new guidance on how to account for
the acquisition of an interest in a joint operation that constitutes a business. The amendments specify the appropriate
accounting treatment for such acquisitions. This amendment becomes effective for annual periods beginning on or
after January 1, 2016 and management does not anticipate early adoption of the standard.

IAS 1 — Presentation of Financial Statements (“IAS 1) was amended in December 2014 in order to clarify, among
other things, that information should not be obscured by aggregating or by providing immaterial information, that
materiality consideration apply to all parts of the financial statements and that even when a standard requires a
specific disclosure, materiality considerations do apply. The amendments are effective for annual periods beginning
on or after January 1, 2016. Earlier adoption permitted.

IAS 24 - Related Party Disclosures (“IAS 24””) was amended by the IASB on December 12, 2013. The amendments
clarify the identification and disclosure requirements for related party transactions when key management personnel
services are provided by a management entity. The amendments are effective for annual periods beginning on or after
July 1, 2014.

Changes in Accounting Policies
The Company has adopted the following new standards, along with any consequential amendments, effective January
1, 2014. These changes were made in accordance with the applicable transitional provisions.



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

3. RECENT ACCOUNTING PRONOUNCEMENTS AND CHANGES IN ACCOUNTING POLICIES
(continued)

IAS 32 — Financial Instruments: Presentation (“IAS 32”) was amended by the IASB in December 2011 to clarify
certain aspects of the requirements on offsetting. The amendments focus on the criterion that an entity currently has
a legally enforceable right to set off the recognized amounts and the criterion that an entity intends either to settle on
a net basis, or to realize the asset and settle the liability simultaneously. The adoption of this standard did not result
in any changes to the Company’s disclosure of its financial instruments.

IAS 36 — Impairments of Assets (“IAS 36”) was amended by the IASB in May 2013 to clarify the requirements to
disclose the recoverable amounts of impaired assets and require additional disclosures about the measurement of
impaired assets when the recoverable amount is based on fair value less costs of disposal, including the discount rate
when a present value technique is used to measure the recoverable amount. The adoption of this standard did not
result in any changes to the Company’s disclosure of its assets.

4. PRINCIPLES OF CONSOLIDATION

The condensed consolidated interim financial statements comprise the financial statements of the Company and its

subsidiaries.
James Bay Energy Nigeria LLC, USA 100%
James Bay Energy Nigeria Limited, Nigeria 100%
D&H Energy Nigeria Limited, Nigeria 100%
Ondobit Limited, Nigeria 100%
Crestar Integrated Natural Resources Limited, Nigeria 45%*

* During the year ended December 31, 2014, control of Crestar Integrated Natural Resources Limited was lost and as
such the Company ceased consolidation of these accounts from the date of the loss of control (Note 14).

Subsidiaries

Subsidiaries consist of entities over which the Company is exposed to, or has rights to, variable returns as well as the
ability to affect those returns through the power to direct the relevant activities of the entity. Subsidiaries are fully
consolidated from the date control is transferred to the Company and are de-consolidated from the date control
ceases. The financial statements include all the assets, liabilities, revenues, expenses and cash flows of the Company
and its subsidiaries after eliminating inter-entity balances and transactions.

Non-controlling interest represents equity interests in subsidiaries owned by outside parties. The share of net assets
of subsidiaries attributable to non-controlling interest is presented as a component of equity. The loss and each
component of other comprehensive loss are attributed to non-controlling interests where applicable. See Note 14.

5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of these condensed consolidated interim financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and
reported amounts of expenses during the reporting period. Actual outcomes could differ from these estimates. These
condensed consolidated interim financial statements include estimates, which, by their nature, are uncertain. The
impacts of such estimates are pervasive throughout the condensed consolidated interim financial statements, and may
require accounting adjustments based on future occurrences. Revisions to accounting estimates are recognized in the
period in which the estimate is revised and the revision affects both current and future periods. Such estimates and
assumptions affect the carrying value of assets, the determination of impairment charges of non-current assets,
impact decisions as to when exploration and evaluation costs should be capitalized or expensed, and affect estimates
for asset retirement obligations and reclamation costs. Other significant estimates made by the Company include
factors affecting valuations of share-based payments, warrants and income tax accounts. The Company regularly
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JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

5.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

reviews its estimates and assumptions, however, actual results could differ from these estimates and these differences
could be material.

(a) Capitalization of exploration and evaluation assets

Management has determined that exploration and evaluation costs incurred may have future economic benefits. In
making this judgement, management has assessed various sources of information including but not limited to the
geologic and metallurgic information, proximity of other operating facilities and discoveries, operating management
expertise and existing permits. See Note 8 for details of exploration and evaluation assets.

(b) Impairment of exploration and evaluation assets

While assessing whether any indications of impairment exist for exploration and evaluation assets, consideration is
given to both external and internal sources of information. Information the Company considers includes changes in
the market, economic and legal environment in which the Company operates that are not within its control that could
affect the recoverable amount of exploration and evaluation assets. Internal sources of information include the
manner in which exploration and evaluation assets are being used or are expected to be used and indications of
expected economic performance of the assets. Estimates may include, but are not limited to estimates of the
discounted future cash flows expected to be derived from the Company’s properties, costs to sell the properties and
the appropriate discount rate.

Reductions in metal price forecasts, increases in estimated future costs of production, increases in estimated future
capital costs, and/or adverse current economics can result in an impairment of the carrying amounts of the
Company’s exploration and evaluation assets.

(c) Income taxes and recoverability of potential deferred tax assets

The Company is subject to income and other taxes in various jurisdictions. Significant judgment is required in
determining the Company’s provisions for taxes. There are many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course of business. The Company recognizes liabilities for
anticipated tax audit issues based on estimates of whether additional taxes will be due. The determination of the
Company’s income and other tax liabilities requires interpretation of complex laws and regulations often involving
multiple jurisdictions. The Company’s interpretation of taxation law as applied to transactions and activities may not
coincide with the interpretation of the tax authorities. All tax filings are subject to audit and potential reassessment
subsequent to the financial statement reporting period. Where the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences will impact the tax related accruals and deferred income tax
provisions in the period in which such determination is made.

(d) Share-based payments and warrants

Management determines costs for share-based payments using market-based valuation techniques. The fair value of
the market-based and performance-based share awards are determined at the date of grant using generally accepted
valuation techniques. Assumptions are made and judgment used in applying valuation techniques. These assumptions
and judgments include estimating the future volatility of the stock price, expected dividend yield, future employee
turnover rates and future employee stock option exercise behaviours and corporate performance. Such judgments and
assumptions are inherently uncertain. Warrants are valued in a similar way. Changes in these assumptions affect the
fair value estimates.

(e) Consolidation of subsidiaries

The Company consolidates subsidiaries over which it has control. Management assesses control in accordance with
IFRS 10 Consolidated Financial Statements and has determined it controls each of its subsidiaries. Judgement was
applied when considering whether the Company controls Crestar Integrated Natural Resources Limited as the
Company’s ownership percentage is less than 50%. See Note 14 for details about this investment.



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

5.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

(f) Valuation of investment in associate

The valuation of investment in associate is assessed when events occur that indicate impairment. These indicators
include a significant technical difficulty regarding the investee operations, significant adverse changes in the market,
economic, or legal environment in which the investee operates, changes in the investee’s financial condition,
significant financial difficulty of the investee and the investee’s liquidity.

(g) Contingencies
Refer to Note 18.

SIGNIFICANT ACCOUNTING POLICIES

(@)  Presentation and functional currencies
The presentation currency of the Company and the functional currency of the Company and each of its subsidiaries is
the Canadian dollar.

Transactions in currencies other than the functional currency are recorded at the rates of exchange prevailing on dates
of transactions. At each financial position reporting date, monetary assets and liabilities that are denominated in
foreign currencies are translated at the rates prevailing at the date of the statement of financial position. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not retranslated. Gains and
losses on translation are charged to profit or loss.

(b) Share-based payments

Equity-settled share-based payments to employees and others providing similar services are measured at the fair
value of the equity instruments at the grant date. Details regarding the determination of the fair value of equity-settled
share-based transactions are set out in the share-based payments note.

The fair value is determined at the grant date of the equity-settled share-based payments and is recognized on a
graded-vesting basis over the period during which the employee becomes unconditionally entitled to the equity
instruments, based on the Company’s estimate of equity instruments that will eventually vest. At the end of each
reporting period, the Company revises its estimate of the number of equity instruments expected to vest. The impact
of the revision of the original estimates, if any, is recognised in profit or loss such that the cumulative expense
reflects the revised estimate, with a corresponding adjustment to the share-based payments reserve. Upon exercise of
the stock options, the consideration paid, together with the amount previously recognized in share based payments
reserve, is recorded as an increase in common shares. Unexercised stock options and warrants are transferred to
deficit.

Equity-settled share-based payment transactions with parties other than employees are measured at the fair value of
the goods or services received, except where that fair value cannot be estimated reliably, in which case they are
measured at the fair value of the equity instruments granted, measured at the date the entity obtains the goods or the
counterparty renders the service.

(c) Income Tax
Current tax

Income tax expense represents the sum of the tax currently payable and deferred tax. The tax currently payable is
based on taxable profit for the year. Taxable profit differs from profit as reported in the consolidated statement of
comprehensive loss because of items of income or expense that are taxable or deductible in other years and items that
are never taxable or deductible. The Company’s liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting period.
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JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

6.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities
are generally recognized for all taxable temporary differences. Deferred tax assets are generally recognized for all
deductible temporary differences to the extent that it is probable that taxable profits will be available against which
those deductible temporary differences can be utilized. Such deferred tax assets and liabilities are not recognized if
the temporary difference arises from goodwill or from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

(c) Income tax (continued)

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in subsidiaries
except where the Company is able to control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary
differences associated with such investments are only recognized to the extent that it is probable that there will be
sufficient taxable profits against which to utilize the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the
liability is settled or the asset realized, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period. The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Company expects, at the end of the reporting period,
to recover or settle the carrying amount of its assets and liabilities.

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

(d) Exploration and evaluation assets

Once a license to explore an area has been secured, expenditures on exploration and evaluation activities, net of
government assistance received, are capitalized to exploration and evaluation assets. Deferred exploration
expenditures relate to the initial search for deposits with economic potential and to detailed assessments of deposits
or other projects that have been identified as having economic potential.

The Company’s property interests are in the exploration and evaluation stage and accordingly, the Company follows
the practice of capitalizing all costs relating to the acquisition of, exploration for and evaluation of properties and
crediting all revenues received against the cost of the related claims. Such costs include, but are not exclusive to,
acquisition, geological, geophysical studies, exploratory drilling and sampling.

At such time as commercial production commences, these costs will be charged to operations on a unit-of-production
method based on proven and probable reserves. The aggregate costs related to abandoned properties are charged to
operations at the time of any abandonment or when it has been determined that there is evidence of a permanent
impairment. The recoverability of amounts shown for exploration and evaluation assets is dependent upon the
discovery of economically recoverable reserves, the ability of the Company to obtain financing to complete
development of the properties, and on future production or proceeds of disposition. The Company recognizes in
profit or loss costs recovered on exploration and evaluation assets when amounts received or receivable are in excess
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JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

6.

SIGNIFICANT ACCOUNTING POLICIES (continued)

of the carrying amount. Upon transfer of “Exploration and evaluation assets” into “Development Assets”, all
subsequent expenditure on the construction, installation or completion of infrastructure facilities is capitalised within

“Development Assets”. After production starts, all assets included in “Development Assets” are transferred to
“Producing Properties”.

All capitalized exploration and evaluation expenditures are monitored for indications of impairment. Where a
potential impairment is indicated, assessments are performed. To the extent that exploration and evaluation assets are
not expected to be recovered, they are charged to profit or loss.

(e) Equipment

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

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

(f) Impairment of non-financial assets

The carrying values of capitalized exploration and evaluation assets and equipment are assessed for impairment when
indicators of such impairment exist. If any indication of impairment exists, an estimate of the asset’s recoverable
amount is calculated. The recoverable amount is determined as the higher of the fair value less costs to sell for the
asset and the asset’s value in use. For exploration and evaluation assets, indicators of impairment would include:
exploration of a right to explore, no budgeted or planned material expenditures in an area or a decision to discontinue
exploration in a specific area.

If the carrying amount of the asset exceeds its recoverable amount, the asset is impaired and an impairment loss is
charged to profit or loss so as to reduce the carrying amount to its recoverable amount.

A previously recognized impairment loss is reversed only if there has been a change in the estimates used to
determine the asset’s recoverable amount since the last impairment loss was recognized. If this is the case, the
carrying amount of the asset is increased to its recoverable amount. The increased amount cannot exceed the carrying
amount that would have been determined, net of depreciation/amortization, had no impairment loss been recognized
for the asset in prior years. Such reversal is recognized in profit or loss in the period of reversal.

() Financial instruments

Financial assets

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or loss
(“FVTPL”), loans and receivables, held-to-maturity investments, available-for-sale financial assets, or derivatives.
The Company determines the classification of its financial assets at initial recognition.

All financial assets are recognised initially at fair value plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the marketplace (regular way trades) are recognised on the trade date, (i.e., the date that the Company
commits to purchase or sell the asset).

The Company’s financial assets include cash, restricted cash and amounts receivable.

12



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

6.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(9) Financial instruments (continued)
Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at fair value through profit or loss include financial assets held for trading and financial assets
designated upon initial recognition at fair value through profit or loss. Financial assets are classified as held for
trading if they are acquired for the purpose of selling or repurchasing in the near term. This category includes
derivative financial instruments entered into by the Company that are not designated as hedging instruments in hedge
relationships as defined by IAS 39. Derivatives, including separated embedded derivatives are also classified as held
for trading unless they are designated as effective hedging instruments. Financial assets at fair value through profit or
loss are carried in the consolidated statement of financial position at fair value with changes in fair value recognised
in profit or loss.

The Company evaluates its financial assets at fair value through profit or loss to determine whether the intent to sell
them in the near term is still appropriate. When the Company is unable to trade these financial assets due to inactive
markets and management’s intent to sell them in the foreseeable future significantly changes, the Company may
elect, in rare circumstances, to reclassify these financial assets. The reclassification to loans and receivables,
available-for-sale or held-to-maturity depends on the nature of the asset. This evaluation does not affect any financial
assets designated at fair value through profit or loss using the fair value option at designation.

Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair value if their
economic characteristics and risks are not closely related to those of the host contracts and the host contracts are not
held for trading or designated at fair value though profit or loss. These embedded derivatives are measured at fair
value with changes in fair value recognised in profit or loss. Reassessment only occurs if there is a change in the
terms of the contract that significantly modifies the cash flows that would otherwise be required.

Loans and receivables

The Company has designated its cash, restricted cash, and amounts receivable as loans and receivables. Loans and
receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. After initial measurement, such financial assets are subsequently measured at amortised cost using the
effective interest rate method (“EIR”), less impairment. Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation is
included in finance income in the statement of loss. The losses arising from impairment are recognised in profit or
loss.

Derecognition
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised when:

e The rights to receive cash flows from the asset have expired; and

e The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and
either:
(a) the Company has transferred substantially all the risks and rewards of the asset; or
(b) the Company has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.
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JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

6. SIGNIFICANT ACCOUNTING POLICIES (continued)

(9) Financial instruments (continued)

Impairment of financial assets

The Company assesses at each reporting date whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only
if, there is objective evidence of impairment as a result of one or more events that has occurred after the initial
recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future cash
flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment
may include indications that the debtors or a group of debtors is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial
reorganisation and where observable data indicate that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that correlate with defaults.

For financial assets carried at amortised cost, the Company first assesses individually whether objective evidence of
impairment exists individually for financial assets that are individually significant, or collectively for financial assets
that are not individually significant. If the Company determines that no objective evidence of impairment exists for
an individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is, or continues to be, recognised are not included in a
collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding
future expected credit losses that have not yet been incurred). The present value of the estimated future cash flows is
discounted at the financial asset’s original effective interest rate. If a loan has a variable interest rate, the discount
rate for measuring any impairment loss is the current effective interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in profit or loss. Interest income continues to be accrued on the reduced carrying amount and is accrued
using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss. The
interest income is recorded as part of finance income in the profit or loss. Loans together with the associated
allowance are written off when there is no realistic prospect of future recovery and all collateral has been realised or
has been transferred to the Company. If, in a subsequent year, the amount of the estimated impairment loss increases
or decreases because of an event occurring after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is later recovered,
the recovery is credited to finance costs in profit or loss.

The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest
rate. If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective
interest rate.

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through profit or loss,
loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The
Company determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and in the case of loans and borrowings, plus directly
attributable transaction costs.
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Expressed in Canadian dollars

6.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(9) Financial instruments (continued)
The Company’s financial liabilities include accounts payable and accrued liabilities, subscription payable and due to
shareholders.

Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as fair value through profit or loss.

Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in the near term.
This category includes derivative financial instruments entered into by the Company that are not designated as
hedging instruments in hedge relationships as defined by IAS 39. Separated embedded derivatives are also classified
as held for trading unless they are designated as effective hedging instruments. Gains or losses on liabilities held for
trading are recognized in profit or loss. The Company has not designated any financial liabilities upon initial
recognition as at fair value through profit or loss.

Other financial liabilities

The Company has designated its accounts payable and accrued liabilities, subscription payable and due to
shareholders as other financial liabilities. After initial recognition, other financial liabilities are subsequently
measured at amortized cost using the effective interest rate (“EIR”) method. Gains and losses are recognized in profit
or loss when the liabilities are derecognized, as well as through the EIR amortization process. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of
the EIR. The EIR amortization is included in finance cost in profit or loss.

Derecognition
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Fair value of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting date is determined by
reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for short
positions), without any deduction for transaction costs.

For financial instruments not traded in an active market, the fair value is determined using appropriate valuation
techniques. Such techniques may include using recent arm’s length market transactions; reference to the current fair
value of another instrument that is substantially the same; discounted cash flow analysis or other valuation models.

(h)  Loss per share

Basic loss per share is calculated by dividing the loss available to common shareholders by the weighted average
number of common shares outstanding in the period. Diluted loss per share is calculated by assuming that the
proceeds to be received on the exercise of dilutive share options and warrants are used to repurchase common shares
at the average market price during the period. In the Company’s case, diluted loss per share is the same as basic loss
per share for the period ended March 31, 2015 and year ended 2014, as the effects of including all outstanding
options and warrants would be anti-dilutive.
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6.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Q) Decommissioning Liabilities

A legal or constructive obligation to incur decommissioning liabilities may arise when environmental disturbance is
caused by the exploration, development or ongoing production of a mineral property interest. Such costs arising
from the decommissioning of plant and other site preparation work, discounted to their net present value, are
provided for and capitalized at the start of each project to the carrying amount of the asset as soon as the obligation to
incur such costs arises. Discount rates using a pre-tax rate that reflect the time value of money are used to calculate
the net present value. These costs are charged against profit or loss over the economic life of the related asset,
through amortization using either a unit-of-production or the straight-line method as appropriate. The related liability
is adjusted for each period for the unwinding of the discount rate and for changes to the current market- based
discount rate, amount or timing of the underlying cash flows needed to settle the obligation. Costs for restoration of
subsequent site damage which is created on an ongoing basis during production are provided for at their net present
values and charged against profits as extraction progresses.

The Company had no material decommissioning liabilities for the three months period ended March 31, 2015 and
year ended 2014,

) Investment in associate

Investments in associates are accounted for using the equity method based on the Company's ability to exercise
significant influence over the operating and financial policies of the investee. Investments of this nature are recorded
at original cost and adjusted periodically to recognize the Company's proportionate share of the associate's net
income or losses after the date of investment, additional contributions made and dividends received. Investments are
written down when there has been a significant or prolonged decline in fair value.
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7.

EQUIPMENT

Cost

Balance December 31, 2013
Additions

Balance December 31, 2014
and March 31, 2015

Accumulated amortization

Balance December 31, 2013
Amortization
Balance December 31, 2014
Amortization

Balance March 31, 2015

Carrying value

Balance December 31, 2014
Balance March 31, 2015

Office Furniture Computer
equipment and fixtures equipment  Vehicles Total
3$ $ $ $ $
13,028 129,974 41,618 5,862 190,482
- - 1,841 - 1,841
13,028 129,974 43,459 5,862 192,323
Office Furniture Computer
equipment and fixtures equipment  Vehicles Total
3 $ $ $ $
2,682 28,772 14,877 1,504 47,835
1,646 20,240 16,801 1,307 39,994
4,328 49,012 31,678 2,811 87,829
413 4,019 1,744 226 6,401
4,741 53,031 33,422 3,037 94,230
Office Furniture Computer
equipment  and fixtures equipment  Vehicles Total
$ $ $ $ $
8,700 80,962 11,781 3,061 104,494
8,288 76,943 10,037 2,825 98,093
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Expressed in Canadian dollars

8. PETROLEUM PROPERTY INTERESTS
EVALUATION COSTS

During the period ended March 31, 2015, the Company incurred $16,878 (December 31, 2014 - $5,102,863) in pre-
licensing costs in connection with certain oil and gas properties in Nigeria.

Description Quarter-ended
March 31, 2015 2014 2013
$ $ $
Management fees 13,311 268,270 263,205
Consulting fees - 2,832,2110 20,200
Travel, meals and accommodation - 218,585 135,589
Professional fees 1,629 343,755 49,433
Technical reports - 170,336 -
Environmental - 62,186 -
Due diligence - 11,049 -
License and permit - 3,359 -
Commitment fee - 908,638 -
Amortization - 13,644 13,279
General and administrative expense 1,937 270,830 155,511
Balance 16,878 5,102,863 637,217

®Included in consulting fees in fiscal 2014 is a balance of $2,341,500 (December 31, 2013 - $nil) in non-cash share
based payments. See note 11(vii).
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8.

PETROLEUM PROPERTY INTERESTS (continued)

OML 90 PROJECT

In June 2012, the Company entered into a Joint Operating Agreement (“JOA”) with an oil and gas field owner in
Nigeria (the “Vendor”). Under the terms of the agreement, the Company will acquire a 47% interest in the Ogedeh
Marginal Field Award on the Farmed-Out Area within the Oil Mining License 90 (“OML 90 Project”) in Nigeria.

The Company paid US$50,000 for transfer of due diligence data and administrative fees and US$50,000 for an
exclusivity period.

As consideration for the transfer of the interest, the Company is required to pay an aggregate of US$2,500,000 as
follows:

e US$100,000 due 90 days from the date of execution of JOA or within 24 hours of the execution of the JOA
and Deed of Assignment (“DOA”), whichever is earlier (paid in 2012).

e US$200,000 due upon approval from Department of Petroleum Resources (“DPR”) of the assignment of
direct interest in OML 90 project to the Company (paid in 2013).

e US$300,000 to be released upon the grant of government permit for drilling activity and arrival of a drill rig at
the OML 90 project. A preliminary government permit was received in March 2014. As of March 31, 2015, a
drill rig has not yet been installed at OML 90. Of the original US$300,000, US$100,000 ($104,050) was paid
as an advance in 2013. The remaining $253,320 (US$200,000) has not yet been paid or accrued. The amount
advanced in 2013 is shown as a long-term prepaid expense in the statement of financial position.

o $1,266,600 (US$1,000,000) upon completion of a final independent report of P1 reserves of at least 7,000,000
proven recoverable barrels of oil, or if such reserve levels are not attained, the Company shall pay US$0.10
per barrel of oil produced, to a maximum of $1,600,000 (US$1,000,000). As this condition has not been met,
this amount has not accrued.

e $1,139,940 (US$900,000) upon the completion of 60 days of commercial production. As this condition has
not been met, this amount has not accrued.

Included in restricted cash as at December 31, 2014 was $253,320 (US$200,000), with $126,660 (US$100,000) of
that amount held in an escrow account and the remaining $126,660 (US$100,000) held in a trust account with the
Company’s legal representatives.

Furthermore, the Company will pay a monthly management retainer of US$30,000 which will commence upon the
date of the drill rig arriving at the OML 90 project and ending on the commencement of commercial production. The
Company will provide funds required to finance the OML 90 project to its initial production of hydrocarbons (oil) on
a commercially viable scale. Any sunk costs incurred exclusively by the Vendor will be reimbursed up to a
maximum of $633,300 (US$500,000). As this condition has not been met, this amount has not accrued.

The Company is entitled to a preferential return of 80% of the available cash flow from oil production at OML 90
until all costs of the joint operation (future capital and operating expenditures) incurred by the Company to get the
first oil have been fully reimbursed. The remaining 20% of available cash flow during this stage of production is
shared between the Company and the Vendor in proportion to their relative percentage interest. After all joint
operation costs have been fully recovered by the Company, the remaining revenue shall be shared between the
Company and Vendor in proportion to their relative ownership interests.
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8. PETROLEUM PROPERTY INTERESTS (continued)
EXPLORATION AND EVALUATION ASSETS

As at March 31, 2015, the Company capitalized a total of $89,745 (December 31, 2014 - $4,086,924) in exploration
and evaluation assets post licensing related to its interest in OML 90.

Quarter-ended Year ended

Description March 31, 2015 December 31, 2014 Total

$ $ $
Acquisition costs - 207,080 207,080
Management and consulting fees 32,377 573,626 606,003
Environmental - 92,161 92,161
Travel, meals and accommodation - 21,415 21,415
Professional fees 4,887 25,257 30,144
Legal fees 5,373 33,283 38,656
Share-based payments - 2,727,941 2,727,941
Amortization 2,395 29,267 31,662
General and administrative expense 44,713 376,894 421,607
Balance 89,745 4,086,924 4,176,669

D&H Solutions AS

On March 21, 2011, the Company signed a memorandum of understanding (the "MoU") to conduct due diligence,
and if a suitable target is identified, to form a special purpose vehicle (the "SPV") with D&H Solution AS (“D&H”)
to further evaluate the identified oil and gas opportunities in Nigeria, and if suitable, negotiate an agreement to
acquire and develop such assets.

On January 5, 2012, a new agreement was signed with D&H. The new agreement calls for the transfer of all
Nigerian agreements and the corporations that currently hold these agreements into a wholly owned Nigerian
subsidiary of the Company. This subsidiary (James Bay Energy Nigeria Limited, “JBENL”) was incorporated on
February 27, 2012. In addition, the Company will retain certain senior management of D&H as senior management
of JBENL. In consideration, the Company has agreed to issue to D&H share based compensation in the form of units
consisting of one common share and one half of one common share purchase warrant, each whole common share
purchase warrant entitling the holder to acquire one common share at a price of $1.25 for a period of two years from
issuance. The units are to be issued as follows:

e 3,000,000 units upon the closing of a definitive agreement being entered into with regards to an acquisition of
an interest in an oil and gas project in Nigeria and upon attaining mining licenses from the Ministry of Mines
in Nigeria; and

e 3,000,000 units upon the Company reaching 1,500 barrels oil equivalent (“BOE”) per day or a minimum
recoverable estimate of 50 million BOE.

Simultaneously with each issuance of the units above, D&H will receive a further 300,000 stock options exercisable

for a period of five years following the date of issue, with the exercise price set in the context of the market on the
date of issue.
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8. PETROLEUM PROPERTY INTERESTS (continued)
EXPLORATION AND EVALUATION ASSETS (continued)

The obligations created and transactions contemplated by the agreement with D&H are subject to receipt of all
requisite corporate, regulatory, shareholder and court approvals (if required) and consents, and, where required, the
shareholders of the Company.

On July 31, 2014, the agreement dated January 5, 2012, was terminated in exchange for the following consideration:

e The Company agreed to issue 3,000,000 units of the Company to D&H. The Company issued these units on
October 30, 2014, the first day the Company’s shares were listed on CSE as an oil and gas issuer. Each unit is
comprised of one common share and one-half of one common purchase warrant. Each warrant comprising
part of the units is exercisable for a common share at a price of $1.25 for 2 years from the date of issuance
(Notes 11(b) (v) and 13(vi)).

e The Company agreed to convert $147,288 of debt owing to D&H into the Company’s equity. The Company
issued 147,288 units to settle this debt on December 19, 2014. Each unit is comprised of one common share
and one half of one common purchase warrant. Each warrant comprising part of the units is exercisable for a
common share at a price of $1.25 for 5 years from the date of issuance (Notes 10(b)(vi) and 12(vii)).

MAK MERA

On March 9, 2011, James Bay entered into a letter of intent with a Nigerian oil and gas service provider, MAK
MERA. On February 1, 2012, a new agreement with MAK MERA was signed. The new consulting services
agreement calls for the issuance of cash and common shares of the Company to MAK MERA as follows:

e  Cash payment of US$165,000 upon signing a definitive agreement (paid).

e 3,500,000 common shares upon the closing of a definitive agreement being entered into with regards to an
acquisition of an interest in an oil and gas project in Nigeria and upon attaining mining licenses from the
Ministry of Mines in Nigeria;

e 3,000,000 common shares if the project achieves:
(i) Awverage production of at least 1,500 BOE per day over a period of 60 days, or
(i) A minimum recoverable estimate of 50 million BOE.

The obligations created and transactions contemplated by the agreement with MAK MERA are subject to receipt of
all requisite corporate, regulatory, shareholder and court approvals (if required) and consents and where required, the
shareholders of the Company. The obligations also are subject to the Company obtaining approval for a change of
business by the TSXV.

The Company received the mining license in 2013 in respect of an interest in an oil and gas project in Nigeria under a
definitive agreement. However, no amounts have been accrued relating to the above units and options as TSXV
approval has not been obtained for the change of business. The conditions contained in the agreement with MAK
MERA must be met on or prior to December 31, 2013, otherwise, any obligations of the Company under the
agreement shall cease to exist. The conditions were not met by December 31, 2013 and as such the above share
issuances have not been made and no amounts have been accrued for them in these condensed consolidated interim
financial statements.
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10.

MINERAL PROPERTY INTERESTS
James Bay Property, Ontario, Canada

The Company acquired, by staking, certain claims in Ontario, Canada. In February 2013, the Company engaged
MacDonald Mines Exploration Ltd. (“MacDonald”) to complete a GPS survey of all corner claim posts following
the proper protocol as defined by the Ministry of Northern Development and Mines. This survey formed the basis
for a report of work, which was submitted for assessment credits in March 2014. During the year ended March 31,
2015, the Company incurred $3,010 of interest on consulting fees payable (December 31, 2013 - $198,489 of
consulting fees) to MacDonald to complete the GPS survey and $16,332 (December 31, 2013 - $nil) in exploration
and evaluation costs. These costs were expensed in the statement of loss and comprehensive loss.

As part of the MacDonald agreement, the Company was obligated to issue 50,000 warrants to MacDonald
exercisable for five years with an exercise price equal to the issue price of the financing required to be completed in
relation to the change of business.

The Company issued 50,000 warrants to MacDonald on October 30, 2014 which coincides with the effective listing
of the Company’s shares on the CSE as an oil and gas issuer. The warrants entitle the holder to purchase one
common share of the Company at a price of $1.25 expiring on October 30, 2019. The value of $23,126 was expensed
in the statement of loss and comprehensive loss (Note 13(viii)).

On December 19, 2014, the Company settled an aggregate total debt of $55,338 owing to MacDonald through the
issuance of an aggregate of 55,338 units. Each unit is comprised of one common share and one-half warrant. Each
warrant is exercisable for a common share at a price of $1.25 for 5 years from the date of issuance.

DUE TO SHAREHOLDER

The amount due to shareholder is unsecured, bears interest at 6% per annum, and is due on demand. The balance is
comprised of the principal amount of $1,070,591 and accrued interest of $17,700 (December 31, 2014 - $316,105).
The amount is due to the President and Chief Executive Officer, who is also a shareholder and director of the
Company.
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11. SHARE CAPITAL

() Authorized - Unlimited common shares, with no par value
(b) Issued — 41,474,070 common shares

# $
Balance, December 31, 2012 and 2013 28,040,350 9,261,904
Private placement @ 1,930,424 1,930,424
Share issue costs © - (203,463)
Warrants valuation® - (639,135)
Private placement ™ 470,000 470,000
Share issue costs™ - (31,403)
Warrants valuation®™ - (155,628)
Private placement 3,810,670 3,810,670
Share issue costs( - (990,435)
Warrants valuation( - (1,261,338)
Private placement ™ 520,000 520,000
Share issue costst™ - (33,198)
Warrants valuation®™ - (172,159)
Shares issued to D&H 3,000,000 2,220,000
Shares issued to D&H™ 147,288 54,497
Shares issued to MacDonald 55,338 20,475
Balance, December 31, 2014 37,974,070 14,801,211
Shares issued to M2 Advisors®" 3,500,000 2,341,500
Balance, March 31, 2015 41,474,070 17,142,711

® On January 31, 2014, the Company raised proceeds of $1,930,424 by way of a non-brokered private placement of
1,930,424 units at a price of $1.00 per unit. Each unit is comprised of one common share and one warrant. Each
warrant comprising part of the units is exercisable for a common share at a price of $1.25 for 3 years from the date
of issuance.

The finder received cash commission of 6% of the gross proceeds raised through the finder and 60,397 finder’s
warrants. Each finder’s warrant entitles the holder to acquire one common share at a price of $1.00 for thirty-Six
months from the date of issuance. The Company paid a total amount of $282,291 for commission, filing fees,
travel, legal and other share issue costs.

Included in deferred financing fees and subscription payable as at December 31, 2013 are $194,816 share issue
cost and $1,170,004 subscription received in advance in connection with the private placement. Of this amount,
$970,368 was included in restricted cash on the statement of financial position.

The President, CEO and a director, along with another director, participated in the private placement for gross
proceeds of $500,000 and $100,000, respectively.

@ On June 10, 2014, the Company raised proceeds of $470,000 by way of a non-brokered private placement of
470,000 units at a price of $1.00 per unit. Each unit is comprised of one common share and one warrant. Each
warrant comprising part of the units is exercisable for a common share at a price of $1.25 for 3 years from the date
of issuance.
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11.

SHARE CAPITAL (continued)

The finders received cash commission of 6% of the gross proceeds raised through the finders and 28,200 finder
warrants. Each finder warrant entitles the holder to acquire one common share at a price of $1.00 for thirty-six
months from the date of issuance. The Company paid a total amount of $36,749 for commission, filing fees, legal
and other share issue costs.

@ On July 28, 2014, the Company raised proceeds of $3,810,670 by way of a non-brokered private placement of

3,810,670 units at a price of $1.00 per unit. Each unit is comprised of one common share and one common share
purchase warrant. Each warrant comprising part of the units is exercisable for a common share at a price of $1.25
for 3 years from the date of issuance.

The finders received cash commission of 6% of the gross proceeds raised through the finders and 3,628,640 finder
warrants. Of the total amount, 228,640 finder warrants were issued and entitled the holders to acquire one common
share at a price of $1.00 for thirty-six months from the date of issuance. The remaining 3,400,000 finder warrants
entitle the holder to acquire one common share at a price of $1.25 for thirty-six months from the date of issuance.
As of March 31, 2015, these warrants have not been issued. The Company paid a total amount of $272,259 for
commission, filing fees, legal and other share issue costs.

™ On October 30, 2014, the Company raised proceeds of $520,000 by way of a non-brokered private placement of

(vi)

(vii

520,000 units at a price of $1.00 per unit. Each unit is comprised of one common share and one common share
purchase warrant. Each warrant comprising part of the units is exercisable for a common share at a price of $1.25
for 3 years from the date of issuance.

The finders received cash commission of 6% of the gross proceeds raised through the finders and 31,200 finder
warrants. Each finder warrant entitles the holder to acquire one common share at a price of $1.00 for thirty-six
months from the date of issuance. The Company paid a total amount of $38,349 for commission, filing fees, legal
and other share issue costs.

On October 30, 2014, the Company issued 3,000,000 units to D&H valued at $0.74 per unit pursuant to a
termination agreement (see Note 8). Each unit is comprised of one common share and one-half of one common
purchase warrant. Each warrant comprising part of the units is exercisable for one common share at a price of
$1.25 for 2 years from the date of issuance.

On December 19, 2014, the Company settled an aggregate total debt of $147,288 through issuance of 147,288
units and an aggregate total debt of $55,338 through issuance of 55,338 units to D&H and MacDonald,
respectively. Each unit is comprised of one common share and one-half of one common purchase warrant. Each
warrant comprising part of the units is exercisable for a common share at a price of $1.25 for 5 years from the date
of issuance.

) On February 4, 2015, the Company issued to a consultant 3,500,000 common shares in the capital of the
Company. The shares were issued in accordance with the terms of a service agreement between the Company and
M2 Advisors completed during the year ended December 31, 2014. On February 4, 2015, the Company issued
3,500,000 common shares in the capital of the Company. The shares are subject to a statutory hold period of four
months from the date of issuance.

Further, the Company is obligated to issue an additional 3,400,000 finder warrants under the terms of the service

agreement. At December 31, 2014 and March 31, 2015, the Company recorded a valuation $1,125,600 as warrants
to be issued on the statement of financial position
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12.

SHARE-BASED PAYMENTS

The Company has an incentive stock option plan (the “Plan") whereby the Company can grant to directors, officers,
employees and consultants options to purchase shares of the Company. The Plan provides for the issuance of stock
options to acquire up to 20% of the Company's issued and outstanding capital at the time of granting of options for a
maximum term of five years. The Plan is a rolling plan as the number of shares reserved for issuance pursuant to the
grant of stock options will increase as the Company's issued and outstanding share capital increases. In no case
(calculated at the time of grant) shall the Plan result in;

e the number of options granted in a 12-month period to any one consultant exceeding 2% of the issued shares of
the Company;

e the aggregate number of options granted in a 12-month period to any one individual exceeding 5% of the
outstanding shares of the Company;

e the number of options granted in any 12-month period to employees or consultants undertaking investor
relations activities exceeding in aggregate 2% of the issued shares of the Company;

e the aggregate number of common shares reserved for issuance to any one individual upon the exercise of
options granted under the Plan or any previously established and outstanding stock option plans or grants
exceeding 5% of the issued shares of the Company in any 12-month period.

The following reconciles the share options outstanding:

Three months ended Year-ended

March 31, 2015 December 31, 2014
Weighted Weighted
Number average Number average
of options exercise price of options  exercise price
# $ # $
Balance, beginning of period 800,000 0.66 800,000 0.66
Expired (200,000) 0.75 - -
Balance, end of period 600,000 0.63 800,000 0.66

The Company has the following share options outstanding at March 31, 2015:

Estimated Grant Outstanding Options Exercise
Date Fair Value Options Exercisable Price
$ # # $ Expiry Date
204,000 600,000 600,000 0.63 June 1, 2017
204,000 600,000 600,000

On June 1, 2012, the Company granted 600,000 stock options to an officer of the Company. The issuance of the
options was contingent on the Company passing an amendment to the Plan, allowing for additional options to be
granted. The amendment to the Plan was passed on February 4, 2013. The fair value of the options was estimated
using the Black-Scholes option-pricing model with the following assumptions: expected dividend yield of 0%;
expected volatility of 95%; risk free interest rate of 1.32%; expected forfeiture rate of 0% and expected life of 4.3
years. An amount of $Nil (December 31, 2014 - $14,167) was recorded relating to these stock options for the
period-ended March 31, 2015.
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13.  WARRANT RESERVE

# $
Balance, December 31, 2013 - -
Warrants issued © 1,930,424 639,135
Finder’s warrants issued ¢ 60,397 21,839
Warrant issue costs - (100,668)
Warrants issued 470,000 155,628
Finder’s warrants issued 28,200 10,197
Warrant issue costs - (15,545)
Warrants issued 3,810,670 1,261,338
Finder’s warrants issued " 228,640 82,653
Warrant issue costs - (490,076)
Warrants issued ™ 520,000 172,159
Finder’s warrants issued ™) 31,200 11,281
Warrant issue costs - (16,430)
Warrants issued to D&H 1,500,000 442 987
Warrants issued to D&H 73,644 12,317
Warrants issued to MacDonald™” 27,669 4,628
Warrants issued to MacDonald™" 50,000 23,126
Balance, December 31, 2014 and March 31, 2015 8,730,844 2,214,569

@ In connection with the January 31, 2014, private placement (Note 11(b)(i)), the Company issued 1,930,424
warrants which entitle the holder to purchase one common share of the Company at a price of $1.25 expiring on
January 31, 2017. The estimated fair value of the warrants of $639,135 was estimated using the Black-Scholes
option-pricing model with the following assumptions: an expected dividend yield of 0%, expected volatility of
100%, a risk-free interest rate of 1.14% and an expected life of 3 years.

The finders received 60,397 finders’ warrants which entitle the holder to purchase one common share of the
Company at a price of $1.00 expiring on January 31, 2017. The estimated fair value of the finder’s warrants of
$21,839 was estimated using the Black-Scholes option-pricing model with the following assumptions: an expected
dividend yield of 0%, expected volatility of 100%, a risk-free interest rate of 1.14% and an expected life of 3
years.

@ In connection with the June 10, 2014, private placement (Note 11(b)(ii)), the Company issued 470,000 warrants
which entitle the holder to purchase one common share of the Company at a price of $1.25 expiring on June 10,
2017. The estimated fair value of the warrants of $155,628 was estimated using the Black-Scholes option-pricing
model with the following assumptions: an expected dividend yield of 0%, expected volatility of 100%, a risk-free
interest rate of 1.17% and an expected life of 3 years.

The finders received 28,200 finders’ warrants which entitle the holder to purchase one common share of the
Company at a price of $1.00 expiring on June 10, 2017. The estimated fair value of the finder warrants of $10,197
was estimated using the Black-Scholes option pricing model with the following assumptions: an expected dividend
yield of 0%, expected volatility of 100%, a risk-free interest rate of 1.17% and an expected life of 3 years.
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13.  WARRANT RESERVE (continued)

@ In connection with the July 28, 2014, private placement (Note 11(b)(iii)), the Company issued 3,810,670 warrants

(iv)

which entitle the holder to purchase one common share of the Company at a price of $1.25 expiring on July 28,
2017. The estimated fair value of the warrants of $1,261,338 was estimated using the Black-Scholes option-
pricing model with the following assumptions; an expected dividend yield of 0%, expected volatility of 100%, a
risk-free interest rate of 1.12% and an expected life of 3 years.

The finders received 3,628,640 finders” warrants. 228,640 finder’s warrants were issued and entitle the holders to
purchase one common share of the Company at a price of $1.00 expiring on July 28, 2017. The estimated fair
value of the these finder’s warrants of $82,653 was estimated using the Black-Scholes option pricing model with
the following assumptions: an expected dividend yield of 0%, expected volatility of 100%, a risk-free interest rate
of 1.12% and an expected life of 3 years. The remaining 3,400,000 finders’ warrants entitle the holder to purchase
one common share of the Company at a price of $1.25 expiring on July 28, 2017. The estimated fair value of the
finder warrants of $1,125,600 was estimated using the Black-Scholes option pricing model with the following
assumptions: an expected dividend yield of 0%, expected volatility of 100%, a risk-free interest rate of 1.14% and
an expected life of 3 years. As of March 31, 2015, 3,400,000 finders” warrants have yet to be issued.

In connection with the October 30, 2014, private placement (Note 11(b)(iv)), the Company issued 520,000
warrants which entitle the holder to purchase one common share of the Company at a price of $1.25 expiring on
October 30, 2017. The estimated fair value of the warrants of $172,159 was estimated using the Black-Scholes
option-pricing model with the following assumptions: an expected dividend yield of 0%, expected volatility of
100%, a risk-free interest rate of 1.15% and an expected life of 3 years

The finders received 31,200 finders” warrants, which entitle the holder to purchase one common share of the
Company at a price of $1.00 expiring on October 30, 2017. The estimated fair value of the finder warrants of
$11,281 was estimated using the Black-Scholes option pricing model with the following assumptions: an expected
dividend yield of 0%, expected volatility of 100%, a risk-free interest rate of 1.15% and an expected life of 3
years.

™ In connection with units issued to D&H (Note 11(b)(v)), the Company issued 1,500,000 warrants which entitle the

holder to purchase one common share of the Company at a price of $1.25 expiring on October 30, 2017. The
estimated fair value of the warrants of $442,987 was estimated using the Black-Scholes option-pricing model with
the following assumptions: an expected dividend yield of 0%, expected volatility of 100%, a risk-free interest rate
of 1.01% and an expected life of 2 years.

™) In connection with units issued to D&H and MacDonald (Note 11(b)(vi)), the Company issued 101,313 warrants

(vii)

which entitle the holder to purchase one common share of the Company at a price of $1.25 expiring on December
19, 2019. The estimated fair value of the warrants of $16,945 was estimated using the Black-Scholes option-
pricing model with the following assumptions: an expected dividend yield of 0%, expected volatility of 86%, a
risk-free interest rate of 1.12% and an expected life of 5 years.

On October 30, 2014, the Company issued 50,000 warrants to MacDonald (Note 9) which entitles the holder to
purchase one common share of the Company at a price of $1.25 expiring on December 19, 2019. The estimated
fair value of the warrants of $23,126 was estimated using the Black-Scholes option-pricing model with the
following assumptions: an expected dividend yield of 0%, expected volatility of 92%, a risk-free interest rate of
1.54% and an expected life of 5 years.

The Company estimated the expected volatility using a combination of historical volatilities of similar companies
and the historical price of the shares of the Company when estimating the fair value of warrants issued.
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13.  WARRANT RESERVE (continued)

The following reconciles the warrants outstanding:

Three months ended Year-ended
March 31, 2015 December 31, 2014
Number Number

of warrants Exercise price of warrants Exercise price

# $ # $

Balance, beginning of period 8,730,844 1.24 - -
Warrants issued - - 8,382,407 1.25
Finder’s warrants issued - - 348,437 1.00
Balance, end of period 8,730,844 1.24 8,730,844 1.24

The Company has the following warrants outstanding as at March 31, 2015:

Estimated Fair

Value (net of issue Outstanding Warrants Exercise
costs) Warrants Exercisable Price
$ # # $ Expiry Date
538,468 1,930,424 1,930,424 1.25 January 31, 2017
21,839 60,397 @ 60,397 1.00 January 31, 2017
140,083 470,000 470,000 1.25 June 10, 2017
10,197 28,200 © 28,200 1.00 June 10, 2017
771,262 3,810,670 3,810,670 1.25 July 28, 2017
82,653 228,640 © 228,640 1.00 July 28, 2017
155,728 520,000 520,000 1.25 October 30, 2017
11,281 31,200 @ 31,200 1.00 October 30, 2017
442,987 1,500,000 1,500,000 1.25 October 30, 2019
23,126 50,000 50,000 1.25 October 30, 2019
16,945 101,313 101,313 1.25  December 19, 2019
2,214,569 8,730,844 8,730,844
(a) These are finder’s warrants issued in connection with the January 31, 2014, private placement.
(b) These are finder’s warrants issued in connection with the June 10, 2014, private placement.
(c) These are finder’s warrants issued in connection with the July 28, 2014 private placement.
(d) These are finder’s warrants issued in connection with the October 30, 2014 private placement.
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14,

INVESTMENT IN CRESTAR INTERGRATED NATURAL RESOURCE (“CINRL”)

The Company, through its wholly owned subsidiary JBENL has a 45% ownership interest in CINRL with the
remaining 55% portion held by an indigenous Nigerian corporation Crestar Hydrocarbon Exploration and Production
Company Limited (“CHEPCL”)

From the acquisition of the Company’s interest in CINRL in September 2013 to June 2014, the Company had fully
consolidated the accounts of CINRL even though it owned less than 50% of the shares. During this period it was
determined that the Company had control over CINRL due the following factors: The Company had entered into a
Financial and Technical Services Agreement with CINRL whereby the Company was appointed the Financial and
Technical Partner with respect to acquiring oil and gas projects in Nigeria. This agreement provided that the
Company shall arrange to provide the funding to CINRL and shall meet all required financial obligations. The
Company was responsible for providing technical assistance, appointing personnel and carrying out the evaluation,
development and production from the projects. JBENL’s President and Chief Executive Officer is also the President
and Chief Executive Officer of CINRL, and a shareholder and member of the Board of Directors of CHEPCL.

In consideration of the Company’s obligations to provide the funding to CINRL, the revenue proceeds from the
contract area or any asset of CINRL shall be allocated in the following manner:

a. The parties shall first deduct any amounts owing to third parties in accordance with their participatory interest
under the project document;
. 80% of the remaining revenue proceeds (after deductions under (a) above) shall be allocated to the Company;
c. The remaining 20% of revenue proceeds (after deductions under (a) and (b) above) shall be shared between
CINRL and the Company in accordance with their respective ownership interest.

The above agreement between CINRL and JBENL was amended on June 17, 2014 to reflect a change of party from
CINRL to CHEPCL.

In June 2014, CINRL was selected as the winning bidder for a 45% participating interest in active Oil Mining Lease
No. 25 (“OML 25”) in the Niger Delta region, offered by joint venture partners The Shell Petroleum Development
Company of Nigeria Limited, Total E&P Nigeria Limited, and Nigerian AGIP Oil Limited Company (collectively
the “Shell JV”).

Concurrent with the signing of the Agreement for Assignment of OML 25 on July 3, 2014, an agreement came into
force with a prospective future investor of CINRL to provide CINRL with a loan for the full acquisition cost of the
asset. The agreement further provided that the future investor would provide all technical services required under
the operation of OML 25, such agreement was subject only to the formal closing of the acquisition. As
consideration, the prospective investor was expected to assume a 56% effective interest in OML 25 and net revenue
proceeds from the asset were expected to be adjusted accordingly. Given the agreement in place, it was determined
that the Company lost control of CINRL on July 3, 2014. Related to this loss of control, the Company recorded a
loss attributable to non-controlling interest of state loss pick-up $Nil (December 31, 2014 - $2,208,438) through the
date of the loss of control, and a gain on deconsolidation of $Nil (December 31, 2014 - $28,823,548). A further
impairment on equity investment in CINRL of $627,883 (December 31, 2014 - $2,260,880), was also recorded in the
statement of loss and comprehensive loss for the period ended March 31, 2015. This balance represents additional
funding by Company to CINRL subsequent to the change of Financial and Technical Services Agreement from
CINRL to CHEPCL for the three months ended March 31, 2015.

29



JAMES BAY RESOURCES LIMITED

Notes to the Condensed Consolidated Financial Statements
March 31, 2015 and 2014

Expressed in Canadian dollars

15.

16.

CAPITAL MANAGEMENT

The Company manages its capital structure and makes adjustments to it, based on the funds available to the
Company, in order to support the acquisition, exploration and development of its properties. The capital structure of
the Company consists of equity attributable to common shareholders comprised of common shares, warrant reserve,
share-based payments reserve, and deficit. The Board of Directors does not establish quantitative return on capital
criteria for management, but rather relies on the expertise of the Company's management to sustain future
development of the business.

The properties in which the Company currently has an interest, or is pursuing an interest in, are in the exploration
stage; as such the Company is dependent on external financing to fund its activities. In order to carry out the planned
exploration and pay for administrative costs, the Company will spend its existing working capital and raise
additional amounts as needed.

The Company will continue to assess new properties and seek to acquire an interest in additional properties if it feels
there is sufficient geologic or economic potential and if it has adequate financial resources to do so.

Management reviews its capital management approach on an ongoing basis and believes that this approach, given the
relative size of the Company, is reasonable. There were no changes in the Company's approach to capital
management during the period-ended March 31, 2015. The Company is not subject to any capital requirements
imposed by a lending institution or regulatory body, other than of the CSE which requires adequate working capital
of $50,000. As of March 31, 2015, the Company may not be compliant with the policies of the CSE. The impact of
this violation is not known and is ultimately dependent on the discretion of the CSE. Subsequent to March 31, 2015,
the company raised a gross proceeds of $1,349,925 in convertible debentures. The net working capital exceeded the
$50,000 threshold stipulated by the CSE.

FINANCIAL INSTRUMENTS

The Company's risk exposures and the impact on the Company's financial instruments are summarized below. There
have been no significant changes in the risks, objectives, policies and procedures from the previous period.

Credit risk

The Company's credit risk is primarily attributable to amounts receivable. The Company has no significant
concentration of credit risk arising from operations. Management believes that the credit risk concentration with
respect to amounts receivable is remote.

Liquidity risk

The Company's approach to managing liquidity risk is to ensure that it will have liquidity to meet liabilities when
due. At March 31, 2015, the Company had cash and restricted cash of $91,508 (December 31, 2014 - $141,248) to
settle current liabilities of $2,114,902 (December 31, 2014 - $883,125). The Company has a working capital
deficiency of $1,872,895 (December 31, 2014 working capital deficiency of $610,170). The Company's financial
liabilities generally have contractual maturities of less than 30 days and are subject to normal trade terms.

Market risk

() Interest rate risk

The Company has cash balances and interest-bearing debt due to shareholders as described in Note 9. The
Company's current policy is to invest excess cash in investment-grade short-term guaranteed investment certificates
issued by its banking institutions. The Company periodically monitors the investments it makes and is satisfied with
the credit ratings of its banks.

(b) Price risk
The ability of the Company to pursue its resource interests and the future profitability of the Company is directly
related to the market price of oil and gas.
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17.

FINANCIAL INSTRUMENTS (continued)
Market risk (continued)

(c) Foreign currency risk

The Company is subject to foreign exchange risk as the Company has certain assets and liabilities, and makes certain
expenditures, in US dollars and Nigerian Naira. The Company is therefore subject to gains and losses due to
fluctuations in the US dollar and the Nigerian Naira relative to the Canadian dollar. The Company does not hedge its
foreign exchange risk.

Sensitivity analysis
Based on management's knowledge and experience of the financial markets, the Company believes the following
movements are reasonably possible over a twelve-month period.

As at March 31, 2015, the Company has net monetary liabilities denominated in US dollars of approximately
USD$327,657 (December 31, 2014 - USD$326,887). A 10% change in the value of the Canadian dollar relative to
the US dollar would result in a corresponding change in net loss of approximately USD$32,766 (December 31, 2014
- $37,922) based on the balance of these amounts held in US dollars at March 31, 2015.

Fair value

The carrying value of cash, restricted cash, amounts receivable, accounts payable and accrued liabilities, subscription
payable and due to shareholders approximate their fair value due to the relatively short periods to maturity of the
financial instruments.

Fair value hierarchy and liquidity risk disclosure

Fair value measurements are classified using a fair value hierarchy that reflects the significance of the inputs used in
making the measurements. The fair value hierarchy shall have the following levels: (a) quoted prices (unadjusted) in
active markets for identical assets or liabilities (Level 1); (b) inputs other than quoted prices included in Level 1 that
are observable for the asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices) (Level
2); and (c) inputs for the asset or liability that are not based on observable market data (unobservable inputs) (Level
3). As at March 31, 2015 and 2014, the Company had no financial instruments to classify in the fair value hierarchy.

RELATED PARTY DISCLOSURES

These condensed consolidated interim financial statements include balances and transactions with directors and
officers of the Company and/or corporations related to them. During the three months ended March 31, 2015 and
year ended 2014 the Company entered into the following transactions involving related parties:

The Company incurred legal fees of approximately $51,360 (December 31, 2014 - $269,059) with a law firm of
which a partner, is a director of the Company. This amount is included in professional fees on the statement of loss
and comprehensive loss. As of March 31, 2015, included in accounts payable and accrued liabilities is $158,817
(December 31, 2014 - $93,190) owing to this law firm.

In accordance with 1AS 24, key management personnel are those 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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RELATED PARTY DISCLOSURES (continued)

The remuneration of directors and other members of key management personnel for the period ended March 31,
2015 and year ended December 31, 2014 were as follows:

March 31, 2015 December 31, 2014

$ $
Management salaries and benefits and director fees* 97,445 893,051
Share-based payments Nil 14,167

*reflected in the statement of loss and comprehensive loss.

Included in accounts payable and accrued liabilities as at March 31, 2015 is approximately $Nil (2014 - $2,496)
management travel expenses reimbursement and $55,000 (December 31, 2014 - $40,000) director fees.

All of the above amounts payable to related parties are unsecured, non-interest bearing, with no fixed terms of
repayment.

See also Notes 10, 11, 18 and 19.
COMMITMENTS AND CONTINGENCIES

The Company is party to certain management contracts. These contracts contain clauses requiring additional
payments of up to $1,584,000 be made upon the occurrence of certain events such as a change of control and
termination. As a triggering event has not taken place, the contingent payments have not been reflected in these
condensed consolidated interim financial statements. Under these management contracts, $840,000 is due within one
year.

During 2013, the Company entered into an agreement with a corporation which will work with the Company to
facilitate the acquisition of oil and gas projects. Pursuant to the agreement, the Company will pay a fee of 2% of the
transaction cost on the closing of an acquisition. The Company may also be required to pay an additional fee of 2%
of the transaction cost in equal quarterly payments over 10 years. As a triggering event has not taken place, the
contingent payments have not been reflected in these condensed consolidated interim financial statements.

Under the terms of a financing agreement entered into during 2014, the Company may be liable for a $2,000,000
payment should a certain oil and gas property in Nigeria be acquired.

The Company’s exploration and evaluation 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 believes its operations are materially in compliance with all applicable laws and
regulations. The Company has made, and expects to make in the future, expenditures to comply with such laws and
regulations.

The Company is party to legal proceedings in the ordinary course of its operations related to legally binding
agreements with various third parties under consulting agreements. As at March 31, 2015, one such proceeding was
ongoing, relating to a services agreement in Nigeria. A former consultant of the Company is claiming that a
payment in the amount of 3.5 million common shares of the Company is owing to them. The Company believes this
claim to be without merit. Management does not expect the outcome of this proceeding to have a materially adverse
effect on the results of the Company’s financial position or results of operations and therefore this amount has not
been reflected in these financial statements. Should any losses result from the resolution of this dispute, that amount
will be charged to operations in the year that it is determined.
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SUBSEQUENT EVENTS
Convertible debenture

On April 16, 2015, the Company announced a non-brokered private placement of unsecured convertible debentures
in the amount of $3 million. Each debenture shall bear an interest rate of 15% per anum, payable semi-annually, and
have a maturity date that is three years following the date of issuance. The debenture shall be convertible, in whole
or in part at the option of the holders into common shares of the Company at a conversion price of $0.17 per
common share.

The offering is expected to close over a series of tranches, with the final tranche to close on or before May 31, 2015.
The net proceeds from the offering will be used to fund the Company’s working capital including litigation issues
stemming from the Company’s enforcement of its right to acquire a 45% participating interest in OML 25 in Nigeria.

The Company will also concurrently sell and assign, pursuant to separate agreements with each subscriber, a pro rata
(based on all the subscribers) entitlement for up to an aggregate of 30% of the net proceeds of litigation related to the
failed closing of the OML 25 project (Note 8), if any (whether as a result of final judgment by a court of competent
jurisdiction or settlement for which no appeal or further proceeding may be taken (the "Final Award")), after
deduction of all related costs and taxes incurred by the Company in the Litigation (the "Net Final Amount™), payable
to the Holders within 60 days from the receipt of the Final Award, if any. In the event the Company prepays the
Debentures in full prior to that date which is one year from the date of issue and prior to date of the Final Award,
then the amount payable to the Holders under the agreement will be adjusted to reflect an aggregate entitlement of
15%.

On March 20, 2015, the Company received $250,000 advance from a shareholder in connection with the convertible
debenture (see also “Due to shareholder” below).

Due to shareholder

Subsequent to period-end, the Company received approximately $260,000 from April 1, 2015 to May 26, 2015
balance of additional advances from the President and CEO of the Company, who is also a shareholder and director
of the Company. In April 2015, $1,349,925 of advances (including accrued interest and unpaid salary) provided by
the President and CEO were converted into the convertible debentures.

Stock option grant

On May 5, 2015, the Company granted 5,285,000 stock options (“Options”) to certain officers, directors, employees

and consultants of the Company. The Options vest immediately and are exercisable at a price of $0.25 per common
share for a term of five years.

33



