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Forward-Looking Statements

We caution that any forward-looking statements (as such term is defined in the Private Securities Litigation Reform
Act of 1995) contained in this Annual Report on Form 10-k or made by our management involve risks and
uncertainties and are subject to change based on various important factors, many of which may be beyond our control.
Accordingly, our future performance and financial results may differ materially from those expressed or implied in
any such forward-looking statements. Accordingly, investors should not place undue reliance on forward-looking
statements as a prediction of actual results. You can identify these statements as those that may predict, forecast,
indicate or imply future results, performance or advancements and by forward-looking words such as “believe,”
“anticipate,” “expect,” “estimate,” “predict,” “intend,” “plan,” “project,” “will,” “will be,” “will continue,” “will result,”
any variations of such words or other words with similar meanings. Forward-looking statements address, among other
things, our expectations, our growth strategies, our plans to acquire additional wind farms, commence development of
the wind farms, our actions, plans or strategies. We are including this cautionary statement in this report to make
applicable and take advantage of the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 for
any forward-looking statements made by, or on behalf, of us.

» o« » o«

The following factors, among others, in some cases have affected and in the future could affect our financial
performance and actual results and could cause actual results for fiscal 2012 and beyond to differ materially from
those expressed or implied in any forward-looking statements included in this report or otherwise made by our
management: Actions by our competitors; our inability to manage our growth, borrowing costs, the regulatory
environment and the loss of our key executives could materially adversely impact operations.

In addition, new risk factors can arise, and it is not possible for management to predict all such risk factors, nor to
assess the impact of all such risk factors on our business or the extent to which any individual risk factor, or
combination of factors, may cause results to differ materially from those contained in any forward-looking statement.
We do not assume any obligation and do not intend to update any forward-looking statements except as may be
required by securities laws.
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Item 1. Description of Business.

Background:

Corporate History:

We were incorporated under the laws of the State of Nevada on December 5, 2003 under the name “Computer Maid,
Inc.”. On February 13, 2006, we changed our name from “Computer Maid, Inc.” to “Rose Explorations Inc.”. We are a
developmental stage company. We have not earned any revenues from operations.

In February 2006, we acquired the Rose Prospect Lode Mining Claim in Clark County Nevada and in June 2006, we
staked the Rose Prospect II Lode Mining Claim adjacent to the west of the Rose Lode Claim to cover other indicated
mineralized zones observed in that area. From February 2006, we have been an exploration stage company engaged in
the exploration of mineral properties.

On March 4, 2008, we completed a merger with our subsidiary, Silverstar Mining Corp., a Nevada corporation. As a
result, we have changed our name from ‘“Rose Explorations Inc.” to “Silverstar Mining Corp.” We changed the name of
our company to better reflect the direction and business of our company.

In addition, on March 4, 2008 we effected a three (3) for one (1) forward stock split of our authorized, issued and
outstanding common stock. As a result, our authorized capital has increased from 75,000,000 shares of common stock
with a par value of $0.001 to 225,000,000 shares of common stock with a par value of $0.001.

On March 31, 2008, we entered into a joint venture agreement with New Jersey Mining Co. to acquire a 50% interest
in the Silver Strand silver mine located in the Coeur d’ Alene Mining District.

On June 13, 2008, we entered into a share exchange agreement with Silverdale Mining Corp., a Nevada corporation,
and the shareholders of Silverdale Mining Corp. The closing of the transactions contemplated in the share exchange
agreement and the acquisition of all of the issued and outstanding common stock in the capital of Silverdale Mining
Corp. occurred on July 24, 2008. In accordance with the closing of the share exchange agreement, we issued
4,334,000 shares of our common stock to the former shareholders of Silverdale Mining Corp. in exchange for the
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acquisition, by our company, of all of the 4,334,000 issued and outstanding shares of Silverdale Mining Corp.

On September 2, 2008, we entered into a letter of intent with Gold Canyon Partners, LLP pursuant to which we have
agreed to purchase a 100% interest in a mining property commonly known as the Cobalt Canyon Gold Project, in the
Chief District, located in Lincoln County, Nevada.

On October 10, 2009, we closed a private placement consisting of 950,000 shares of our common stock at a price of
$0.25 per share for aggregate gross proceeds of $237,500. We issued 570,000 shares to 6 non-US persons pursuant to
an offshore transaction relying on Regulation S and/or Section 4(2) of the Securities Act of 1933, as amended. We
issued 380,000 shares to 3 US persons pursuant to the exemption from registration provided for under Rule 506 of
Regulation D, promulgated under the United States Securities Act of 1933, as amended.

On April 13, 2011 we incorporated a wholly owned subsidiary, Silverstar Mining (Canada) Inc., under the laws of the
country of Canada. The subsidiary was incorporated for the purpose to promote and carry on any lawful business for
which a corporation may be incorporated under the laws of the country of Canada. The subsidiary’s main purpose is to
hold title to mineral property rights situated in Canada as the laws of that country require that only local entities can
hold title to mineral property rights situated within its borders.

Effective September 26, 2011 we reverse split our common stock on a 1,000:1 basis. As a result of the foregoing, we
reduced the number of authorized shares of our common stock from 225,000,000 to 225,000.

On November 29, 2011 the Company’s Board of Directors approved the sale of 125,000 units of the Company’s
securities to Larry Frick. The Units were offered at a price of $0.40 per unit for a total investment of $50,000. Each
unit consisted of one share of common stock and one common stock purchase warrant. The warrants are exercisable at
$0.70 per share. The warrant term is two years. The warrant(s) cannot be exercised for a period of six months
following the date of issuance. As a result of this transaction, Larry Frick became our principal shareholder.



Edgar Filing: SILVERSTAR MINING CORP. - Form 10-K/A

On 15 February 2012 the Company’s Board of directors approved an increase in authorized capital stock, with the
consent of the majority of its shareholders, from 225,000 post reverse split common shares with a par value of $0.001
to 225,000,000 post reverse split common shares with a par value of $0.001.

Subsequent Events:

On December 27th, 2012, the Company entered into a definitive agreement to acquire certain assets of Ariba
Resources Inc, a company incorporated under the federal laws of Canada, and its shareholders. The Transaction is to
be consummated within the first quarter of 2013.

Our Operations:

On May 16, 2011, we acquired mining claims in British Columbia, Canada. In order to assist you in understanding of
our current and planned operations we are providing you with the following information:

Metric Conversion Table

For ease of reference, the following conversion factors are provided:

CONVERSION FACTORS AND ABBREVIATIONS

For ease of reference, the following conversion factors are provided:

1 acre =0.4047 hectare 1 mile = 1.6093 kilometers

1 foot = 0.3048 meter 1 troy ounce =31.1035 grams

1 gram per metric tonne = 0.0292 troy ounce/ short ton 1 square mile = 2.59 square kilometers

1 short ton (2000 pounds) = 0.9072 tonne 1 square kilometer = 100 hectares

1 tonne = 1,000 kg or 2,204.6 Ibs 1 kilogram = 2.204 pounds or 32.151 troy oz
1 hectare = 10,000 square meters 1 hectare =2.471 acres
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The following abbreviations may be used herein:

Au =gold m? = square meter

G =gram m3 = cubic meter

g/t = grams per tonne Mg = milligram

Ha =hectare mg/m3 = milligrams per cubic meter
Km = kilometer Tort =tonne

Km? = square kilometers Oz = troy ounce

Kg =kilogram Ppb = parts per billion

M = meter Ma = million years

Note: All units in this report are stated in metric measurements unless otherwise noted.

10
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GLOSSARY OF MINING TERMS

The following mining terms are used throughout this registration statement.

SEC Industry Guide 7 Definitions

exploration . . S L .
S tapge An “exploration stage” prospect is one which is not in either the development or production stage.
A “development stage” project is one which is undergoing preparation of an established commercially
development . . . . C . . . .
stage mineable deposit for its extraction but which is not yet in production. This stage occurs after

completion of a feasibility study.

mineralized The term “mineralized material” refers to material that is not included in the reserve as it does not meet
material3 all of the criteria for adequate demonstration for economic or legal extraction.

The term “probable reserve” refers to reserves for which quantity and grade and/or quality are computed
from information similar to that used for proven (measured) reserves, but the sites for inspection,
sampling, and measurement are farther apart or are otherwise less adequately spaced. The degree of
assurance, although lower than that for proven reserves, is high enough to assume continuity between
points of observation.

probable
reserve

production A “production stage” project is actively engaged in the process of extraction and beneficiation of mineral
stage reserves to produce a marketable metal or mineral product.

The term “proven reserve” refers to reserves for which (a) quantity is computed from dimensions
revealed in outcrops, trenches, workings or drill holes; grade and/or quality are computed from the
results of detailed sampling and (b) the sites for inspection, sampling and measurement are spaced so
closely and the geologic character is so well defined that size, shape, depth and mineral content of
reserves are well-established.

proven
reserve

The term “reserve” refers to that part of a mineral deposit which could be economically and legally
extracted or produced at the time of the reserve determination. Reserves must be supported by a
feasibility study done to bankable standards that demonstrates the economic extraction. (“Bankable

Reserve standards” implies that the confidence attached to the costs and achievements developed in the study is
sufficient for the project to be eligible for external debt financing.) A reserve includes adjustments to
the in-situ tons and grade to include diluting materials and allowances for losses that might occur
when the material is mined.

11
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For Industry Guide 7 purposes this study must include adequate information on mining, processing, metallurgical,
economic, and other relevant factors that demonstrate, at the time of reporting, that economic extraction is justified.

12
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Additional Definitions

alteration — any change in the mineral composition of a rock brought about by physical or chemical means

assay — a measure of the valuable mineral content

diamond drilling — rotary drilling using diamond-set or diamond-impregnated bits, to produce a solid continuous core
of rock sample

dip — the angle that a structural surface, a bedding or fault plane, makes with the horizontal, measured perpendicular to
the strike of the structure

disseminated — where minerals occur as scattered particles in the rock

fault — a surface or zone of rock fracture along which there has been displacement

feasibility study — a comprehensive study of a mineral deposit in which all geological, engineering, legal, operating,
economic, social, environmental and other relevant factors are considered in sufficient detail that it could reasonably
serve as the basis for a final decision by a financial institution to finance the development of the deposit for mineral
production

formation — a distinct layer of sedimentary rock of similar composition

geochemistry — the study of the distribution and amounts of the chemical elements in minerals, ores, rocks, solids,
water, and the atmosphere

geophysics — the study of the mechanical, electrical and magnetic properties of the earth’s crust

13
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geophysical surveys — a survey method used primarily in the mining industry as an exploration tool, applying the
methods of physics and engineering to the earth’s surface

geotechnical — the study of ground stability

grade — quantity of metal per unit weight of host rock

heap leach — a mineral processing method involving the crushing and stacking of an ore on an impermeable liner upon
which solutions are sprayed to dissolve metals i.e. gold, copper etc.; the solutions containing the metals are then
collected and treated to recover the metals

host rock — the rock in which a mineral or an ore body may be contained

in-situ — in its natural position

lithology — the character of the rock described in terms of its structure, color, mineral composition, grain size and
arrangement of tits component parts, all those visible features that in the aggregate impart individuality to the rock

mapped or geological mapping — the recording of geologic information including rock units and the occurrence of
structural features, and mineral deposits on maps

mineral — a naturally occurring inorganic crystalline material having a definite chemical composition

mineralization — a natural accumulation or concentration in rocks or soil of one or more potentially economic
minerals, also the process by which minerals are introduced or concentrated in a rock

14
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National Instrument 43-101 or NI 43-101 — standards of disclosure for mineral projects prescribed by the Canadian
Securities Administrators

outcrop — that part of a geologic formation or structure that appears at the surface of the earth

open pit or open cut — surface mining in which the ore is extracted from a pit or quarry, the geometry of the pit may
vary with the characteristics of the ore body

ore — mineral bearing rock that can be mined and treated profitably under current or immediately foreseeable economic
conditions

ore body — a mostly solid and fairly continuous mass of mineralization estimated to be economically mineable

ore grade — the average weight of the valuable metal or mineral contained in a specific weight of ore i.e. grams per
tonne of ore

oxide — gold bearing ore which results from the oxidation of near surface sulfide ore

preliminary assessment — a study that includes an economic analysis of the potential viability of Mineral Resources
taken at an early stage of the project prior to the completion of a preliminary feasibility study

QA/QC - Quality Assurance/Quality Control is the process of controlling and assuring data quality for assays and
other exploration and mining data

quartz — a mineral composed of silicon dioxide, SiO2 (silica)

15
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RC (reverse circulation) drilling — a drilling method using a tri-cone bit, during which rock cuttings are pushed from
the bottom of the drill hole to the surface through an outer tube, by liquid and/or air pressure moving through an inner
tube.

rock — indurated naturally occurring mineral matter of various compositions

sampling and analytical variance/precision — an estimate of the total error induced by sampling, sample preparation
and analysis

sediment — particles transported by water, wind or ice

sedimentary rock — rock formed at the earth’s surface from solid particles, whether mineral or organic, which have
been moved from their position of origin and re-deposited

strike — the direction or trend that a structural surface, e.g. a bedding or fault plane, takes as it intersects the horizontal

strip — to remove overburden in order to expose ore

sulfide — a mineral including sulfur (S) and iron (Fe) as well as other elements; metallic sulfur-bearing mineral often
associated with gold mineralization

We are currently engages in the exploration and development of properties in the Caribou Mining District in
east-central British Columbia, Canada. On May 16, 2011 our recently formed, wholly owned subsidiary, Silverstar
Mining Canada, Inc., (“SMCI”) acquired three mining claims encompassing approximately 1,006 hectares in British
Columbia, Canada. In consideration for the transfer of the mining claims, we paid the transferor $10,000 and will
issue the transferor two million shares of our common stock.

Property Location

The mineral claims are located in the Caribou Mining District in east-central British Columbia

16
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PROPERTY LOCATION AND ACCESS

There is a growing infrastructure in the region as more of its resources are being exploited by various sized peers and
competitors in the area.

The SMCI mineral tenures are located within 65 km northeast of Quesnel, British Columbia, in an area that in part has
been logged and re-planted. Access is by forestry road to the vicinity of the Willow River: the tenures lie both east and
west of that river. The bridge across Willow River is located approximately 1250 metres upstream from the south
boundary and a logging branch road follows the east side of Willow River. The total area is 1006 hectares.

We have conducted feasibility studies on the mining claims and definitive results are still not available; however,
contiguous and other properties in the immediate vicinity indicate deposits of gold, silver and copper.

In order to determine the commercial viability of the mining claims and commence operations, a team of professionals
is to be assembled to obtain further detail of potential yield. Independent consultants estimate that a work program
should be done on its major fault structure and could be implemented for up to $150,000. Initial work would be
studying historical information on the area, the trend line and sampling. The sampling analysis will direct
management on subsequent investment of resources. The sampling program can be achieved with a projected
investment of $25,000 up to $75,000 depending on the success of early stage sampling and the amount of samples
ultimately taken and evaluated. A drilling program is estimated to cost roughly $500,000.

GEOLOGY:

Soils present on the SMCI property are mostly residual soils developed over clay-rich glacial-fluvial deposits that
were deposited in the waning stages of Quaternary glaciations. Such deposits are inherently inhomogeneous and
include materials that have been transported en masse by glacier and stream movement, with periodic episodes of ice
ponding during which fine rock flour and silt particles accumulated in quiescent lakes and ponds. During and
following de-glaciation, large water flows coupled with post-glacial elastic crustal rebounding modified the landscape
to create terrain that approximates that of today. Despite research and various terrain studies, traditional geochemical
survey methods have been mostly unsuccessful in relating geochemical analyses to mineral deposits. Multimode
interference (“MMI”) techniques, initially developed to help explore in areas of deep chemical weathering, were
modified to be applicable to many different soil types and have proven successful in recognizing metallic
mineralization beneath glacial gravels, sands, and lake clays, as well as wet and sandy organic rich soils. There are
many fully licensed laboratories that offer MMI analytical methods, including proprietary extractants specifically
designed to treat a variety of multi-element packages. The MMI extractant has the broadest application and is well
suited to reconnaissance and early-stage sampling that can be conducted on the SMCI property.

19
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The SMCI mining claims are on trend with one primary peer in the region, Barkerville Gold Mines, Ltd. In May 2010,
Barkerville confirmed disseminated gold mineralization at various depths up to 250 ft. There is further exploration
planned at new deeper depths along the same trend line (Bonanza Ledge). The discovery of this Bonanza Ledge has
implication for future exploration and represents a viable and previously unexplored target and promise for the region.

10

20



Edgar Filing: SILVERSTAR MINING CORP. - Form 10-K/A

There is no history of drilling on this land that we have identified. An immediate neighbor, Touchdown Resources has
recently finished a sampling program on their property contiguous to the Company’s property.

There is active drilling in the vicinity from Barkerville Gold Mines, Ltd. (BGM.V). Barkerville, along with many
other peers in the area.

The Silverstar claim is approximately 7 to 15 kilometers away from Barkerville. To the south of our property is Tiex,
Inc. (TIX.V), nearby is Hawthorne Gold Corp. (HGC.V), Rogers Gold Corp., Barker Minerals, Ltd. (BML.V), next to
our property is Touchdown Resources (TDW.V), and the west side of our property is currently occupied by Richfield
Ventures Corp. (RCV.V).

RISK FACTORS

Item 1(a) Risk Factors

There are numerous and varied risks, known and unknown, that may prevent us from achieving our goals. If any of
these risks actually occur, out business, financial condition or results of operations may be materially adversely
affected. In such case, the trading price of our common stock could decline and shareholders could lose all or part of
their investment.

11
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Risks related to our business operations:

We have not generated revenues from operations. We have a history of losses and losses are likely to continue in
the future.

We have incurred significant losses in the past and we will likely continue to incur losses in the future unless our
drilling program proves successful. Even if drilling program is successful, there can be no assurance that we will be
able to commercially exploit these resources, generate further revenues or generate sufficient revenues to operate
profitably.

We may not be able to generate revenue sufficient to maintain operations

We have incurred significant losses since inception and there can be no assurance that we will be able to reverse this
trend. Even if we are able to successfully identify commercially exploitable gold and silver reserves, there is no
assurance that we will have sufficient financing to exploit these reserves, generate revenues or find a willing buyer for
the properties.

Exploration for economic deposits of gold and silver is speculative.

Our business is very speculative since there is generally no way to recover any of the funds expended on exploration
unless the existence of commercially exploitable reserves are established and the Company can exploit those reserves
by either commencing drilling operations, selling or leasing its interest in the property, or entering into a joint venture
with a larger e company that can further develop the property. Unless we can establish and exploit reserves before our
funds are exhausted, we will have to discontinue operations, which could make our stock valueless.

The gold and silver industry is highly competitive and the success and future growth of our business depend upon
our ability to remain competitive in identifying and developing properties with sufficient reserves for economic
exploitation.

The gold and silver industry is highly competitive and fragmented with limited barriers to entry, especially at the
exploratory stages. We compete in national, regional and local markets with large multi-national corporations and
against start-up operators hoping to identify an gold or silver property. Some of our competitors have significantly

22
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greater financial resources than we do. This puts us at a competitive disadvantage if we choose to further exploit
drilling opportunities.

Our management has no experience in mining operations.

Our current management has never been involved in the exploration or mining business. As such, there is substantial
doubt whether management has the expertise to effectively run our business and implement our business plan. As
such, we will have to retain additional officers or board members who have experience in the mining sector.
Alternatively, we will have to rely on consultants or other third party suppliers. Reliance on outside consultants will
require the expenditure of significant sums of money which we do not have. As such, the successful launch of an
exploratory drilling program remains in doubt.

We will require additional financing to continue our operations.

We will require significant working capital to undertake our exploration program. There can be no assurance that we
will be able to secure additional funding to meet our objectives or if we are able to identify funding sources, that the
funding will be available on terms acceptable to the Company. Should this occur, we will have to significantly reduce
our drilling and mining programs.

We may not identify proven reserves to develop any of our properties and our estimates may be inaccurate.

There is no certainty that any expenditures made in our exploration program will result in discoveries of commercially
recoverable quantities of gold or silver. Most exploration projects do not result in the discovery of commercially
extractable deposits of gold or silver and no assurance can be given that any particular level of recovery will in fact be
realized or that any identified leasehold interest will ever qualify as a commercially developed. Estimates of reserves,
deposits and production costs can also be affected by such factors as environmental regulations and requirements,
weather, unexpected or unknown results when we re-enter a well, environmental factors, unforeseen technical
difficulties, unusual or unexpected geological formations and work interruptions. Material changes in estimated
reserves, exploration and mining costs may affect the economic viability of any project.

12
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We have no proven reserves.

Our leasehold interests are without known bodies (reserves) of commercial gold or silver. Development of these
properties will follow only upon obtaining satisfactory exploration results. The long-term profitability of the
Company’s operations will be in part directly related to the cost and success of its exploration and mining programs.
Mining for gold and silver and other base metals is a highly speculative businesses, involving a high degree of risk.
Few properties which are explored are ultimately developed into producing mines. There is no assurance that our
exploration program will result in any discoveries of commercial quantities of gold or silver. There is also no
assurance that, even if commercial quantities of gold or silver are discovered, a mine can be brought into commercial
production. Production/discovery of gold and silver is dependent upon a number of factors, not the least of which is
the technical skill of the exploration personnel involved. The commercial viability of a mine is also dependent upon a
number of factors, many of which are beyond the Company’s control, such as worldwide economy, the price of gold
and silver, government regulations, including regulations relating to royalties, allowable production and
environmental protection.

During our operations we may experience certain unanticipated conditions may arise or unexpected or unusual events
may occur, including fires, floods, or earthquakes. It is not always possible to fully insure against such risks and

we may decide not to take out insurance against such risks as a result of high premiums or for other reasons. Should
such liabilities arise, they may reduce or eliminate any future profitability and may result in a decline in the value of
the securities of the Company.

We have no history as a company engaged in the mining business.

We have no history of earnings or cash flow from mining activities. If we identify proven reserves and are able to
proceed to production, commercial viability will be affected by factors that are beyond our control such as the
particular attributes of the deposit, the fluctuation in the prices of gold and silver, the cost of construction and
operating a mining operation, the availability of economic sources for energy, government regulations including
regulations relating to prices, royalties, restrictions on production, quotas on exploration, as the costs of protection of
the environment.

Our estimates of resources are subject to uncertainty.

Estimates of resources are subject to considerable uncertainty. Such estimates are arrived at using standard acceptable
geological techniques, and are based on the interpretations of geological data obtained from drill holes and other

sampling techniques. Engineers use feasibility studies to derive estimates of cash operating costs based on anticipated
tonnage and grades of ore to be mined and processed, the predicted configuration of the ore bodies, expected recovery
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rates of metal from ore, comparable facility and operating costs and other factors. Actual cash operating costs and
economic returns on projects may differ significantly from the original estimates, primarily due to fluctuations in the
current prices of metal commodities extracted from the deposits, changes in fuel costs, labor rates, changes in permit
requirements, and unforeseen variations in the characteristics of the ore body. Due to the presence of these factors,
there is no assurance that any geological reports will accurately reflect actual quantities of gold or silver that can be
economically processed and mined by us.

We face many operating hazards.

The development and operation of a mining property involves many risks, which even a combination of experience,
knowledge and careful evaluation may not be able to overcome. These risks include, among other things, ground fall,
flooding, environmental hazards and the discharge of toxic chemicals, explosions and other accidents. Such
occurrences may result in work stoppages, delays in production, increased production costs, damage to or destruction
of mines and other producing facilities, injury or loss of life, damage to property, environmental damage and possible
legal liability for such damages.

13
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We will be subject to compliance with government regulation that may increase the anticipated cost of those
operations.

There are significant governmental regulations that materially restrict mineral property operations. We may be
required to obtain work permits, post bonds and perform remediation work for any physical disturbance to the land, in
order to comply with these regulations. Permits and regulations will control all aspects of our exploration program.
Examples of regulatory requirements include:

(a) Water discharge will have to meet drinking water standards;

(b) Dust generation will have to be minimal or otherwise re-mediated;

(c)Dumping of material on the surface will have to be re-contoured and re-vegetated with natural vegetation;

(d) An assessment of all material to be left on the surface will need to be environmentally benign;

(e) Ground water will have to be monitored for any potential contaminants;

The socio-economic impact of our operation of the Property will have to be evaluated and, if deemed negative,
will have to be re-mediated; and

®

There may have to be an impact report of the work on the local fauna and flora, including a study of potentially
endangered species.

(2

We do not maintain liability insurance.

We do not maintain liability insurance. As such, if we are found liable for any action, whether intentional or
unintentional, we will be required to satisfy the liability with our own funds. Currently we have nominal assets and
any monetary award would likely result in the close of our operations. Even assuming a significant increase in our
assets and we secure liability insurance, the amount of the coverage may be insufficient to cover to insure against any
award. Since the Company may not be able, or may elect not to insure, this may result in a material adverse change in
the Company’s financial position. The nature of these risks is such that liabilities may exceed policy limits, in which
event the Company would incur substantial uninsured losses.
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We face fluctuating gold and silver prices.

The price of gold and silver has experienced significant price movements over short periods of time and is affected by
numerous factors beyond our control, including international economic and political trends, expectations of inflation,
currency exchange fluctuations (including, the U.S. dollar relative to other currencies) interest rates, global or regional
consumption patterns, speculative activities and increases in production due to improved exploration and production
methods. The supply of and demand for gold and silver are affected by various factors, including political events,
economic conditions and production costs in major producing regions.

Environmental and Occupational Regulations will impact our operations.

We are subject to various federal, provincial, and local international laws and regulations concerning occupational
safety and health as well as the discharge of materials into, and the protection of, the environment. Environmental
laws and regulations relate to, among other things:

assessing the environmental impact of our exploration and mining activities;

the generation, storage, transportation and disposal of waste materials;

the emission of certain gases into the atmosphere;

the monitoring, abandonment, reclamation and remediation of our mining claims, including sites of former
operations; and

the development of emergency response and contingency plans.

The costs of environmental protection and safety and health compliance are significant. Compliance with
environmental, safety and health initiatives can be costly. There is no assurance that we will be able to comply with
these regulations. If we cannot comply with these regulations, we will be forced to cease all operations in which case
you will lose your entire investment. We cannot predict with any reasonable degree of certainty our future exposure
concerning such matters.
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Public policy, which includes laws, rules and regulations, can change

Our operations are generally subject to federal and provincial rules and regulations. In addition, we are also subject to
the laws and regulations of local governments. Pursuant to public policy changes, numerous government departments
and agencies have issued extensive rules and regulations binding on the mining industry and its individual members,
some of which carry substantial penalties for failure to comply. Changes in such public policy have affected, and at
times in the future could affect, our operations. Political developments can restrict production levels, enact price
controls, change environmental protection requirements, and increase taxes, royalties and other amounts payable to
governments or governmental agencies. Existing laws and regulations can also require us to incur substantial costs to
maintain regulatory compliance. Our operating and other compliance costs could increase further if existing laws and
regulations are revised or reinterpreted or if new laws and regulations become applicable to our operations. Although
we are unable to predict changes to existing laws and regulations, such changes could significantly impact our
profitability, financial condition and liquidity, particularly changes related to hydraulic fracturing, income taxes and
climate change as discussed below.

Drilling operations are hazardous, raise environmental concerns and raise insurance risks.

Drilling operations are by their nature subject to a variety of risks, such as, flooding, environmental hazards, the
discharge of toxic chemicals and other hazards. Such occurrences may delay development or production, increase
production costs or result in a liability. We may not be able to insure fully or at all against such risks, due to political
or other reasons, or we may decide not to take out insurance against such risks as a result of high premiums or other
reasons. We intend to conduct our business in a way that safeguards public health and the environment and in
compliance with applicable laws and regulations. Environmental hazards may exist on properties in which we hold an
interest which are unknown to us and may have been caused by prior owners. Changes to drilling and mining laws and
regulations could require additional capital expenditures and increase operating and/or reclamation costs. Although we
are unable to predict what additional legislation, if any, might be proposed or enacted, additional regulatory
requirements could render certain operations uneconomic.

If we are unable to obtain all of our required governmental permits, our operations could be negatively impacted.

Our future operations, including exploration and development activities, required permits from various governmental
authorities. Such operations are and will be governed by laws and regulations governing prospecting, development,
production, exports, taxes, labor standards, occupational health, waste disposal, toxic substances, land use,
environmental protection, mine safety and other matters. There can be no assurance that we will be able to acquire all
required licenses or permits or to maintain continued operations at our properties.
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We are subject to numerous environmental and other regulatory requirements.

All phases of drilling and exploration operations are subject to governmental regulation including environmental
regulation. Environmental legislation is becoming stricter, with increased fines and penalties for non-compliance,
more stringent environmental assessments of proposed projects and heightened responsibility for companies and their
officers, directors and employees. There can be no assurance that possible future changes in environmental regulation
will not adversely affect our operations. As well, environmental hazards may exist on a property in which we hold an
interest that was caused by previous or existing owners or operators of the properties and of which the Company is
not aware at present.

Government approvals and permits are required to be maintained in connection with our drilling and exploration
activities. We will require permits for our operations and there is no assurance that delays will not occur in connection
with obtaining all necessary renewals of such permits for the existing operations or additional permits for any possible
future changes to the Company’s operations, including any proposed capital improvement programs. Failure to comply
with applicable laws, regulations and permitting requirements may result in enforcement actions there under,
including orders issued by regulatory or judicial authorities causing operations to cease or be curtailed, and may
include corrective measures requiring capital expenditures, installation of additional equipment, or remedial actions.
Parties engaged in drilling operations may be required to compensate those suffering loss or damage by reason of our
activities and may be liable for civil or criminal fines or penalties imposed for violations of applicable laws or
regulations. Amendments to current laws, regulations and permitting requirements, or more stringent application of
existing laws, may have a material adverse impact on the Company resulting in increased capital expenditures or
production costs, reduced levels of production at producing properties or abandonment or delays in development of
properties.
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There is no assurance that there will not be title or boundary disputes.

Although we have investigated the right to explore and exploit our properties and obtained records from government
offices, this should not be construed as a guarantee of title. Other parties may dispute the title to any of our properties
or that any property may be subject to prior unregistered agreements and transfers. The title may be affected by
undetected encumbrances or defects or governmental actions. Should this occur, we face significant delays, costs and
the possible loss of any investments or commitment of capital.

Local infrastructure may impact our exploration activities and results of operations.

Our activities depend, to one degree or another, on adequate infrastructure. Reliable roads, bridges and power and
water supplies are important determinants that affect capital and operating costs. Unusual or infrequent weather
phenomena, sabotage or government or other interference in the maintenance or provision of such infrastructure could
adversely affect the activities and profitability of the Company.

Because of the speculative nature of exploring and/or mining for gold and silver, there is significant risks that our
business will fail.

Gold and silver exploration is extremely risky. We cannot provide any assurances that our activities will result in
commercially exploitable reserves of gold and silver. Exploration for gold and silver is a speculative venture
necessarily involving substantial risk. Any expenditure that we make may not result in the discovery of commercially
exploitable reserves.

The market for gold and silver is volatile. This will have a direct impact on the Company’s revenues (if any) and
profits (if any) and will probably have an adverse affect on our ongoing operations.

The price of both gold and silver has fluctuated significantly over the past few years. This has contributed to the
renewed interest in gold and silver exploration. However, in the event that the price of either gold or silver falls, the
interest in exploratory ventures may decline and the value of the Company’s business could be adversely affected.

We are in competition with companies that are larger, more established and better capitalized than we are.
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Many of our potential competitors have:

greater financial and technical resources;

longer operating histories and greater experience in gold and silver

We may be exposed to potential risks relating to our internal control over financial reporting and our ability to
have those controls remediated timely.

Pursuant to rules of the Securities and Exchange Commission (the “SEC”) implemented pursuant to Section 404 of the
Sarbanes-Oxley Act, the independent registered public accounting firm auditing a public company’s financial
statements must attest to and report on the operating effectiveness of that public company’s internal control over
financial reporting.

Pursuant to Section 404 of the Sarbanes-Oxley Act, as amended by SEC Release 33-8934 on June 26, 2008, we are
required to include in our annual reports our assessment of the effectiveness of our internal control over financial
reporting as of the end of our fiscal years. Furthermore, our independent registered public accounting firm will be
required to report separately on whether it believes that we have maintained, in all material respects, effective internal
control over financial reporting. We have not yet completed any assessment of the effectiveness of our internal
control over financial reporting. We expect to incur additional expenses and diversion of our management’s time as a
result of performing the system and process evaluation, testing and remediation required in order to comply with our
management certification and auditor attestation requirements.

In the event we identify control deficiencies that we cannot remedy in a timely manner, or if we are unable to receive
an unqualified attestation report from our independent registered public accounting firm with respect to our internal
control over financial reporting, investors and others may lose confidence in the reliability of our financial statements,
and the trading price of our common stock, if a market ever develops, and our ability to obtain any necessary
financing could suffer.
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Our officers have no experience in managing a public company.

Our officers have no previous experience in managing a public company, and we do not have any employees to
segregate responsibilities and may be unable to afford increasing our staff or engaging outside consultants or
professionals to overcome our lack of employees. During the course of our operations, we may identify other
deficiencies that we may not be able to remedy in time to satisfy the requirements imposed by the Sarbanes-Oxley Act
for compliance with that Section 404. In addition, if we fail to achieve and maintain the adequacy of our internal
controls, as such requirements are modified, supplemented or amended from time to time, we may not be able to
ensure that we can conclude on an ongoing basis that we have effective internal controls over financial reporting in
accordance with Section 404 of the Sarbanes-Oxley Act. Moreover, effective internal controls, particularly those
related to revenue recognition, are necessary for us to produce reliable financial reports and are important to help
prevent financial fraud. If we cannot provide reliable financial reports or prevent fraud, our business and operating
results could be harmed, investors could lose confidence in our reported financial information, and the trading price of
our common stock, if a market for our common stock develops, could drop significantly.

Our officers do not have employment agreements with us and could cease working for us at any time, causing us to
cease our operations.

Our officers do not have employment agreements (written or verbal) with us. In the absence of such employment
agreements with restrictive covenants on the part of our officers, our officers could leave us at any time or commence
working for a competitive business. Furthermore, applicable law under which we operate may cast substantial doubt
on the enforceability of any restrictive covenants that we may obtain from our officers in the future. Accordingly, the
continued services of our officers cannot be assured. If our officers were to cease working for us, we may have to
cease operations.

Risks Related to Our Common Stock

The following risks are currently applicable to Paramount and will remain applicable to the combined company upon
completion of the Transaction.

Our stock price may be volatile.

The market price of our common stock has been volatile. We believe investors should expect continued volatility in
our stock price. Such volatility may make it difficult or impossible for you to obtain a favorable selling price for our
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shares.

We have a large number of authorized but unissued shares of our common stock.

We have a large number of authorized but unissued shares of common stock, which our management may issue
without further stockholder approval, thereby causing dilution of your holdings of our common stock. Our
management will continue to have broad discretion to issue shares of our common stock in a range of transactions,
including capital-raising transactions, mergers, acquisitions and in other transactions, without obtaining stockholder
approval, unless stockholder approval is required. If our management determines to issue shares of our common stock
from the large pool of authorized but unissued shares for any purpose in the future, your ownership position would be
diluted without your further ability to vote on that transaction.

Shares of our common stock may continue to be subject to price volatility and illiquidity because our shares
may continue to be thinly traded and may never become eligible for trading on a national securities exchange.

While we may at some point be able to meet the requirements necessary for our common stock to be listed on a

national securities exchange, we cannot assure you that we will ever achieve a listing of our common stock on a
national securities exchange. Our shares are currently only eligible for quotation on the Over-The-Counter Bulletin
Board, which is not an exchange. Initial listing on a national securities exchange is subject to a variety of

requirements, including minimum trading price and minimum public “float” requirements, and could also be affected by
the general skepticism of such markets concerning companies that are the result of mergers with inactive publicly-held
companies. There are also continuing eligibility requirements for companies listed on public trading markets. If we are
unable to satisfy the initial or continuing eligibility requirements of any such market, then our stock may not be listed

or could be delisted. This could result in a lower trading price for our common stock and may limit your ability to sell
your shares, any of which could result in you losing some or all of your investments.
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The market valuation of our business may fluctuate due to factors beyond our control and the value of your
investment may fluctuate correspondingly.

The market valuation of emerging growth companies, such as us, frequently fluctuate due to factors unrelated to the
past or present operating performance of such companies