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CANADA ZINC METALS CORP.

NOTICE TO READER

Under National Instrument 51-102, Part 4, subsacti®(3)(a), if an auditor has not performed aeevi
of the condensed consolidated interim financiatestents, they must be accompanied by a notice
indicating that the financial statements have marbreviewed by an auditor.

The accompanying unaudited condensed consolidatedm financial statements of the Company have
been prepared by management and approved by th#é Bachmittee and Board of Directors of the
Company.

The Company’s independent auditors have not peddr@a review of these condensed consolidated

interim financial statements in accordance with skendards established by the Canadian Institute of
Chartered Accountants for a review of interim fioiah statements by an entity’s auditors.

February 27, 2015
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CANADA ZINC METALS CORP.

Condensed Consolidated Interim Statements of FiabRosition
As at December 31, 2014 and June 30, 2014

(Expressed in Canadian Dollars - Unaudited)

Note December 31, June 30,
2014 2014
(unaudited) (audited)
Assets
Current assets
Cash $ 10,481,141 $ 10,558,472
Receivables 3 27,033 111,761
METC recoverable 10 - 296,846
Prepaid expenses 34,240 33,187
Marketable securities 4 178,641 255,796
10,721,055 11,256,062
Other assets 6 332,500 332,500
Equipment and leasehold improvements 9 302,561 345,655
Refundable deposit 98,429 121,858
Long-term investment 5 1,009,093 1,001,088
Exploration and evaluation assets 10 67,349,507 66,482,435
$ 79,813,145 $ 79,539,598
Liabilities and Equity
Current liabilities
Trade payables and accrued liabilities 7 % 194,706 745,191
Due to related parties 13 683 -
Flow-through premium liability 8 216,965 163,498
412,354 908,689
Deferred income tax liability 2,120,000 2,120,000
Equity
Capital stock 11 97,098,055 95,367,267
Reserves 11 12,285,271 12,289,609
Deficit (30,578,571) (29,741,306)
Accumulated other comprehensive loss (1,523,964) (1,404,661)
77,280,791 76,510,909

$ 79,813,145 $ 79,539,598

Nature and continuance of operationgNote 1)
Subsequent eventgNote 16)

The accompanying notes form an integral part afefmnsolidated financial statements.
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CANADA ZINC METALS CORP.

Condensed Consolidated Interim Statements of Clsangequity
(Expressed in Canadian Dollars - Unaudited)

Capital Stock

Accumulated

Note Number of Number of ~ Common shares Treasury shares Reserves comgrtzr?(rensive
common shares treasury Shares Amount Amount (Note 10) Deficit loss Total Equity
Balance, June 30, 2013 142,299,138 -$ 92555610 $ - $ 11,931,251 (27,418,595) (598,864) $ 76,469,402
Private placement 11 1,250,000 - 288,750 - 211,250 - - 500,000
Flow-through private placement 11 2,112,600 - 845,040 - - - - 845,040
Flow-through premium liability 8 - - (126,756) - - - - (126,756)
Share issuance costs 11 - - (43,127) - - - - (43,127)
Exercise of options 50,000 - 20,500 — (8,000) - - 12,500
Treasury shares - (49,500 - (10,712) - - - (10,712)
Share-based compensation 11 - - - - 551,285 - - 551,285
Change in fair value of securities - - - - - - (599,196) (599,196)
Net loss for the period - — — — - (902,858) - (902,858)
Balance, December 31, 2013 145,711,738 (49,500 93,540,017 (10,712) 12,685,786 (28,321,453) (1,198,060) 76,695,578
Private placements 11 200,000 - 100,000 - - - - 100,000
Flow-through private placement 11 1,739,630 - 1,000,287 - - - - 1,000,287
Flow-through premium liability 11 - - (130,472) - - - - (130,472)
Share issuance costs 11 - - (51,413) - - - - (51,413)
Exercise of options 1,305,000 - 946,500 - (558,950) - - 387,550
Treasury shares repurchased - (69,000 - (26,940) - - - (26,940)
Share-based compensation - - - - 162,773 - - 162,773
Change in fair value of securities - - - - - - (206,601) (206,601)
Net loss for the period - - - - - (1,419,853) - (1,419,853)
Balance, June 30, 2014 148,956,368 (114,500 95,404,919 (37,652) 12,289,609 (29,741,306) (1,404,661) 76,510,909
Private placement 11 580,750 - 290,375 - - - - 290,375
Flow-through private placements 11 2,943,310 - 1,618,821 - - - - 1,618,821
Flow-through premium liability 8 - - (147,165) - - - - (147,165)
Share issuance costs 11 - - (96,335) - - - - (96,335)
Exercise of options 11 200,000 - 143,169 - (63,169) - - 80,000
Treasury shares cancelled 11 (117,000) 117,000 (75,341) 38,482 36,859 - - -
Treasury shares repurchased 11 - (111,000 - (41,218) - - - (41,218)
Share-based compensation 11 - - - - 21,972 - - 21,972
Change in fair value of securities 4 - - - - - - (119,303) (119,303)
Net loss for the period — — — — — (837,265) — (837,265)
Balance, December 31, 2014 152,563,428 (508 $ 97,138,443 % (40,388) $ 12285271 $ (30m7B, $ (1,523,964) $ 77,280,791

The accompanying notes form an integral part afetmnsolidated financial statements.
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CANADA ZINC METALS CORP.

Condensed Consolidated Interim Statements of Gpasaand Comprehensive Loss

(Expressed in Canadian Dollars - Unaudited)

Three months ended
December 31,

Six months ended

December 31,

Note 2014 2013 2014 2013
ADMINISTRATION
EXPENSES
Administration 12 15,000 15,000 $ 30,000 30,000
Bank charges and interest 427 68€ 1312 1,16¢
Bonuses 12 1667¢ 16,90: 38,18¢ 26,90:
Consulting 25,500 30,401 37,126 64,151
Depreciation 8 97¢ 1,25¢ 1,96: 2,46¢
Directors’ fees 12 12,50( 12,50( 25,00( 25,00(
Flow-through taxes (recovery) 6 (3,005) 2,995 (3,005) 15,952
Investor relations 1,26: A1€ 4,27¢ 91¢€
Management fees 12 88,50( 73,50( 177,00C 147,00
Marketing 11,445 22,378 215,550 32,378
Office and miscellaneous 26,55¢ 20,97¢ 43,43t 49,75¢
Professional fees 6,65C 6,55( 6,65( 24,11
Regulatory fees 4,429 3,079 9,679 8,879
Rent 19,69¢ 30,16¢ 42,59 45,16t
Share-based compensation 10 7,784 548,10( 21,672 551,28
Transfer agent fees 2,796 1,430 7,085 2,663
Travel and promotion 83,70¢ 37,30« 133,71: 66,90:
Wages and benefits 121,86 138,52( 227,282 254,77
Loss before other items (442,797) (962,157) (1,019,784) (1,349,471)
OTHER ITEMS
Interest income 45,36 41,23¢ 88,82; 89,03(
Recovery of expenses - 63,213 - 63,213
Other income - 319 - 18,254
Write-off of equipment and
leasehold improvements - - - (377)
45,363 104,768 88,821 170,120
Loss before income taxes (397,439 (857,389 (930,63) (1,179,351
Deferred income tax recovery 7 15,01¢ 30,91« 93,69¢ 276,49:
Loss before comprehensive loss (382,419) (826,475) (837,265) (902,858)
Adjustment for change in fair
value of marketable (33,113) (193,382) (119,303) (599,196)
securities
Comprehensive loss for the period (415,532) (1,019,857) $ (956,568) (1,502,054)
Basic and diluted loss per share (0.003) (0.00¢ $ (0.006 (0.00¢
Weighted average number of 151,702,200 143,851,731 150,749,270 143,175,706

common shares outstanding

The accompanying notes form an integral part a§eleondensed consolidated interim financial statésne
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CANADA ZINC METALS CORP.

Condensed Consolidated Interim Statements of ClastsF
(Expressed in Canadian Dollars - Unaudited)

Three months ended
December 31,

Six months ended

December 31,

2014 2013 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the period before comprehensive loss $ (382,419) $ (826475) $ (837,265) $ (902,858)
Items not affecting cash:
Depreciation 978 1,254 1,963 2,465
Interest accrued on long-term investment (4,003) - (8,005) -
Share-based compensation 7,784 548,100 21,972 551,285
Deferred income tax recovery (15,015) (30,914) (93,698) (276,493)
Write-off of equipment and leasehold - - - 377
improvements
Changes in non-cash working capital items:
(Increase) decrease in receivables 42,442 124,574 84,728 (42,818)
(Increase) decrease in prepaid expenses 42,579 18,855 (1,053) 5,245
Increase (decrease) in accounts payable and
accrued liabilities (55,540) 5,160 (83,756) 34,920
Increase in due to/ from related parties (26,986) 17,163 683 5,512
Cash used in operating activities (390,180) (142,283) (914,431) (622,365)
CASH FLOWS FROM INVESTING ACTIVITIES
Equipment and leasehold improvements (1,389) - (1,389) (37,057)
Marketable securities costs (2,515) (26,565) (42,148) (63,665)
Refundable deposit 23,429 - 23,429 -
METC recovered - - 296,846 -
Resource property costs (204,163) (1,449,013) (1,291,281) (2,773,580)
Cash used in investing activities (184,638) (1,475,578) (1,014,543) (2,874,302)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of common shares, net 788,550 805,163 1,892,861 1,314,413
Common shares repurchased (37,023) (237) (41,218) (10,712)
Cash provided by financing activities 751,527 804,926 1,851,643 1,303,701
Change in cash and cash equivalents during the
period 176,709 (812,935) (77,331) (2,192,966)
Cash and cash equivalents, beginning of period 10,304,432 11,648,676 10,558,472 13,028,707
Cash and cash equivalents, end of period $ 104841 $ 10,835,741 $ 10,481,141 $ 10,835,741

Supplemental disclosure with respect to cash fliiveate 12)

The accompanying notes form an integral part aefmndensed consolidated interim financial statésne

Page 7



CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

1. NATURE AND CONTINUANCE OF OPERATIONS

Canada Zinc Metals Corp. (the “Company”) is incagted under the laws of the Province of British
Columbia. The Company operates in one businessesggthat being the exploration and evaluation of
resource properties in Canada, and has not yetndieed whether these properties contain ore reserve
that are economically recoverable. The recovatabdf the amounts shown for exploration and
evaluation assets is dependent upon the existdremmnomically recoverable reserves, the abilityhef
Company to obtain necessary financing to complb&r tdevelopment, and upon future profitable
production.

The Company’'s head office and principal addresSuge 2050-1055 West Georgia Street, PO Box
11121, Royal Centre, Vancouver, BC V6E 3P3. Tlgistered and records office is Suite 700-595
Burrard St., PO Box 49290, Vancouver, BC V7X 1S8.

These consolidated financial statements have besgamd on a going concern basis, which presumes
that the Company will be able to realize its asseid discharge its liabilities in the normal couofe
business for the foreseeable future. The Compasyrtarred losses since its inception and thetgbili
of the Company to continue as a going-concern digpapon its ability to raise adequate financing and
to commence profitable operations in the future.

While the Company has been successful in obtaiténgequired financing in the past, mainly through
the issuance of equity capital, there is no assarémat such financing will be available or be kaldée

on favorable terms. An inability to raise additarfinancing may impact the future assessment ef th
Company as a going concern. The consolidated dinhistatements do not include adjustments to
amounts and classifications of assets and liaslithat might be necessary should the Company be
unable to continue operations.

At December 31, 2014, the Company has a positish esrking capital position of $10,308,701 (June
30, 2014 - $10,510,871). ), including cash and eaghvalents of $10,481,141, of which $2,153,951 is
committed to exploration expenditures qualifying &flow-through program. Management believes the
Company has sufficient working capital to maintdsmoperations and its activities for the next disc
year.

2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPAR ATION

These financial statements were authorized foreissn February 27, 2015 by the directors of the
Company.

Statement of compliance
These condensed consolidated interim financiakestahts have been prepared in accordance with
International Accounting Standard 34, Interim FitiahReporting (“IAS 34") using accounting policies

consistent with International Financial Reportintarlards (“IFRS”) as issued by the International
Accounting Standards Board (“IASB”).
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CANADA ZINC METALS CORP.

Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

2.

SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont’d)
Statement of compliance (cont'd)

These condensed consolidated interim financiagstants have been prepared using accounting policies
consistent with those used in the Company’'s anfinahcial statements for the year ended June 30,
2014 except for new standards, interpretations aamndndments mandatory effective for the first time
from July 1, 2014. It is therefore recommended thase condensed interim financial statementsdm re
in conjunction with the Company’s audited consdkdefinancial statements for the year ended June 30
2014.

SectionNew standards and interpretationsn Note 2 below sets out the impact of new statslar
interpretations and amendments that have had aiatafect on the financial statements.

Basis of Preparation

These condensed consolidated interim financiakstants of the Company have been prepared on an
accrual basis except for certain cash flow infoiarand are based on historical costs, exceptddain
financial instruments classified as financial ingtients at fair value through profit and loss orilatée-
for-sale which are stated at their fair value. €hasolidated interim financial statements are priesktin
Canadian dollars unless otherwise noted, whichsis the functional currency of the Company and its
subsidiary.

The accounting policies chosen by the Company baea applied consistently to all periods presented.
Principles of consolidation

These condensed consolidated interim financiakstants include amounts of the Company and its
wholly owned subsidiary Ecstall Mining Corp. (“Eabt), a company incorporated under the laws of the
Province of British Columbia and engaged in thel@gtion and evaluation of resource properties.

Subsidiaries are corporations in which the Comgarable to control the financial operating, invegti
and financing activities and policies, which is tethority usually connected with holding majority
voting rights. The consolidated financial statetaeimclude the accounts of the Company and its
controlled entity from the date on which controlsnecquired. Ecstall uses the same reporting period
and the same accounting policies as the Company.

All inter-entity balances and transactions, inchgdiunrealized profits and losses arising from inter
company transactions, have been eliminated irofutonsolidation.
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CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)
New standards and interpretations

The standards and interpretations within IFRS afgest to change and accordingly, the accounting
policies that are relevant to these interim finahstatements will be finalized when the annual SFR
financial statements are prepared for the yeamgniline 30, 2014.

The following new and amended standards were @fteefdr the Company on July 1, 2014. There was
no material impact on the consolidated financiateshents arising from the implementation of these
standards.

 IAS 32, Offsetting Financial Assets and Finanti@bilities (Amendment)The standard amends IAS
32 to clarify the application of the offsetting tegments.

* IFRS 2, Share-based payments (Amendmé&h8.amended standard includes amended definitibns
vesting and market condition, and new definitiopefformance and service condition.

* IFRS 10, Investment Entities (Amendmerithe standard amends IFRS 10, IFRS 12 and IAS 27 to
provide investment entities exemption from the otidation of particular subsidiaries and instead
require that investment entities measure the inveist in each eligible subsidiary at fair value tig
profit and loss in accordance with IFRS 9 and I1AS 3

* IFRIC 21, LeviesIFRIC 21 is an interpretation of IAS 37, Provissp) Contingent Liabilities and
Contingent Assets, on the accounting for leviesagagl by governments. IAS 37 sets out criteriater t
recognition of a liability, one of which is the rdgement for the entity to have a present obligas a
result of a past event. IFRIC 21 clarifies that thdigating event that gives rise to a liability pay a
levy is the activity described in the relevant sgfiion that triggers the payment of the levy.

Standards and interpretations issued but not ydeefive
Certain new standards, interpretations, amendnasmtsmprovements to existing standards were issued
by the IASB or IFRIC. The standards have not yeerbadopted by the Company and are being

evaluated to determine their impact.

IFRS 7:Amended to require additional disclosures on ttarsifrom IAS 39 and IFRS 9, effective for
annual periods beginning on or after January 18201

IFRS 9:New standard that replaced IAS 39 for classificatimd measurement, effective for annual
periods beginning on or after January 1, 2018.
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CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

2.

SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)
Significant accounting judgements, estimates and@asptions

The preparation of financial statements in confoymiith IFRS requires management to make
judgments, estimates and assumptions that affecteported amount of assets and liabilities and the
disclosure of contingent liabilities at the datetloé¢ financial statements and the reported amofint o
expenses during the reporting period.

Estimates and assumptions are continuously evaluatd are based on management’'s experience and
other factors, including expectations of future régethat are believed to be reasonable under the
circumstances. However, actual outcomes can diffen these estimates.

Critical judgments

The preparation of our consolidated financial stesets requires us to make judgments regarding the
going concern of the Company as discussed in Note 1

Key Sources of Estimation Uncertainty
Significant estimates made by management affectimgonsolidated financial statements include:
Share-based compensation

We measure our share-based compensation expemséelgnce to the fair value of the stock options at
the date at which they are granted. Estimatingvalue for granted stock options requires detemgjini
the most appropriate valuation model which is depaton the terms and conditions of the grant. This
estimate also requires determining the most apja@pinputs to the valuation model including the
expected life of the option, volatility, dividendeid, and rate of forfeitures and making assumpaibout
them. The value of the share-based compensaticeneggfor the year along with the assumptions and
model used for estimating fair value for share-Hassmpensation transactions are disclosed in Nhte 1

Financial instruments

The fair values of financial instruments are estadebased upon market and third party inputs. These
estimates are subject to change with fluctuatiosnsommodity prices, interest rates, foreign curyenc
exchange rates and estimates of non-performarice ris

Deferred tax assets & liabilities

The measurement of deferred income tax provisiculigect to uncertainty associated with the timohg
future events and changes in legislation, tax raekinterpretations by tax authorities. The ediipneof

taxes includes evaluating the recoverability ofedefd tax assets based on an assessment of the
Company’s ability to utilize the underlying fututax deductions against future taxable income gdor
expiry of those deductions.
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CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)
Significant accounting judgements, estimates and@asptions (cont'd)

Management assesses whether it is probable tha spall of the deferred income tax assets willlveot
realized. The ultimate realization of deferredaasets is dependent upon the generation of fuanedble
income, which in turn is dependent upon the sufgkeperations of the Company. To the extent that
management’s assessment of the Company's abilitytiiize future tax deductions changes, the
Company would be required to recognize more or fedederred tax assets, and deferred tax provisions
or recoveries could be affected.

Useful life of equipment and leasehold improvements

Each significant component of an item of Equipraend Leasehold improvements is depreciated over its
estimated useful life. Estimated useful lives agéednined based on current facts and past experienc
and take into consideration the anticipated phydifeaof the asset, existing long-term sales agreets
and contracts, current and forecasted demand, thentml for technological obsolescence, and
regulations.

Carrying value and recoverability of explorationchavaluation assets

The carrying amount of Company’s exploration andl@ation assets does not necessarily represent
present or future values, and the Company’s exgptorand evaluation assets have been accounted for
under the assumption that the carrying amount bell recoverable. Recoverability is dependent on
various factors, including the discovery of econzatly recoverable reserves, the ability of the Camp

to obtain the necessary financing to complete theeldpment and upon future profitable production or
proceeds from the disposition of the mineral propsrthemselves. Additionally, there are numerous
geological, economic, environmental and regulatéagtors and uncertainties that could impact
management’s assessment as to the overall viabflitis properties or to the ability to generatéufe

cash flows necessary to cover or exceed the cgrmatue of the Company’s exploration and evaluation
assets.

Financial instruments

All financial instruments are initially recognized fair value on the statement of financial positibhe
Company has classified each financial instrumetd one of the following categories: (1) financial
assets or liabilities at fair value through pradit loss (“FVTPL"), (2) loans and receivables, (3)
available-for-sale financial assets, (4) held-taurity financial assets, and (5) other financiabillities.
Subsequent measurement of financial instrumerttased on their classification.

Financial assets and liabilities at FVTPL are sgheatly measured at fair value with changes inghos
fair values recognized in net earnings. “Availafilesale” financial assets are subsequently medsatre
fair value with changes in fair value recognizeaiher comprehensive income (loss), net of tax.IdHe
to-maturity” financial assets, “loans and receieat)] and “other financial liabilities” are subseqtig
measured at amortized cost using the effectivedatenethod.
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CANADA ZINC METALS CORP.

Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRE PARATION (cont'd)

Financial instruments (cont'd)

Fair value hierarchy

The Company uses the following hierarchy for deteimg and disclosing the fair value of the finaricia

instruments by valuation technique:

i) Level 1 — Applies to assets or liabilities for whithere are quoted prices in active markets for

identical assets or liabilities.

i)

Level 2 — Applies to assets or liabilities for wiithere are inputs other than quoted prices

included in Level 1 that are observable for theet®r liability, either directly such as quotedces for
similar assets or liabilities in active marketsimdirectly such as quoted prices for identical
assets or liabilities in markets with insufficiemiume or infrequent transactions.

ii)

Cash and cash equivalents, long-term investmeshinzarketable securities have been measured at fair

value using Level 1 inputs.

The Company has classified its cash and long-terasiment as at FVTPL. Marketable securities are
classified as available-for-sale. Receivables (ekoly GST receivable) and refundable deposit are

Level 3 — Applies to assets or liabilities for wiithere are unobservable market data.

classified as loans and receivables, trade payadsaccrued liabilities and due to related pawsies
classified as other financial liabilities, all ohigh are measured at amortized cost.

The Company’s financial instruments at Decembe2B814 are as follows:

Fair Value Other
Loans & Available for  through Profit financial
receivables sale or Loss liabilities
Financial asset
Cash $ - $ - $ 10481,141 $ -
Receivables 2,236 - - -
Marketable securities - 178,641 -
Long-term investment - - 1,009,093 -
Refundable deposit 98,429 - - -
Financial liabilities
Trade payables and accrued liabilities - - - 4,296
Due to related parties 683
$ 100,665 $ 178,641 $ 11,490,234 $ 195,389

Unless otherwise disclosed their carrying valuegr@gmate their fair values due to the short term

nature of these instruments.
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CANADA ZINC METALS CORP.

Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

RECEIVABLES
December 31, 2014 June 30, 2014
Government Sales Tax credits $ 24,623 $ 51,574
Accrued interest (Note 6) 2,236 536
Other 174 59,651

$ 27,033 $ 111,761

Other receivables at June 30, 2014 consistedrefumd of flow-through Part XII.6 tax recorded as a
result of the CRA assessment of the “look-back’uramation on the November 2012 flow-through
private placement. The amount was received duheadirst quarter ended September 30, 2014.

MARKETABLE SECURITIES

The Company holds marketable securities that haee besignated as available-for-sale as follows:

December 31, 2014 June 30, 2014
Common shares of public companies:

Fair value, beginning of period $ 255,796 % 1,088
Purchases 42,148 83,890
Disposals - (44,475)
Realized losses - (56,802)
Unrealized losses (119,303) (805,797)
Fair value, end of period $ 178,641 $ 255,796

LONG-TERM INVESTMENT

Long-term investment consists of highly liquid Cdiaa dollar denominated non-redeemable guaranteed
investment certificate (“GIC”) yielding an interesite of 1.588% per annum maturing December 7,
2015. Long-term investment has a term to matwftgreater than one year, classified as a FVTPL
financial asset, and includes a principal amour$lg00,000 (June 30, 2014 - $1,000,000) and adcru
interest of $9,093 (June 30, 2014 - $1,008). Theter-party is a financial institution.

OTHER ASSETS

Other assets comprise of reclamation bonds toga#32,500 (June 30, 2014 - $332,500) posted as
security deposits with the Government of BritishHu®abia in relation to the Akie and Kechika Regional
properties. The reclamation bonds are deposite@l@s through a financial institution and earn an
average annual variable interest rate of approxinal.05% and reinvested on an annual basis
immediately at maturity. Interest accrued on th€ik included in receivables (Note 3).
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CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

7. TRADE PAYABLES AND ACCRUED LIABILITIES

December 31, 2014 June 30, 2014
Trade payables $ 24,526 $ 652,759
Accrued liabilities 170,180 92,432
$ 194,706 $ 745,191

8. FLOW-THROUGH PREMIUM LIABILITY

December 31, 2014 June 30, 2014

Balance, beginning of period $ 163,498 $ 276,493
Recorded 147,165 257,228
Amortized (93,698) (370,223)

Balance, end of period $ 216,965 $ 163,498

The unamortised balance of the flow-through lisyitf $216,965 as of December 31, 2014 consists of
the following:

a. the flow-through liability of $130,472 recorded @onnection with the February 2014 flow-
through private placement of 1,739,630 shares (Mb{b)(viii)) calculated based on an estimated
premium of $0.075 per flow-through share issued k®ortization of $60,672 pro-rata with the
qualifying exploration expenditures incurred to Beber 31, 2014 ;

b. the flow-through liability of $147,165 recordeddannection with the first and second tranches of
September 2014 flow-through private placement 642,310 shares (Note 11(b)(i)) calculated
based on an estimated premium of $0.05 per floawtin share issued.

The flow-through agreements require the Companyeimounce certain deductions for Canadian
exploration expenditures incurred on the Compamg®ource properties. The flow-through premium
liability does not represent a cash liability te tGompany, and is to be fully amortized to theestant

of operations and comprehensive loss pro-rata thithamount of qualifying flow-through expenditures
that will be incurred in 2015 applicable to theaflthrough financing completed.
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CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim Finandeategents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

9.

EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Office Camp
equipment and Office leasehold equipment Camp
Computer furniture improvement Licenseq) Vehicley and fixturesq)  upgrades() Total

Cost:

At June 30, 2013 $ 18,826 $ 15,602 $ 4616 $ 19,080 37,026 $ 160,158 $ 440,993 $ 696,221
Acquisition 543 - - - - 67,362 - 67,905
Reclassified from Exploration
and Evaluation assets - - - - - 3,038 33,049 36,087
Write-off (520) - - - - - - (520)

At June 30, 201 18,84¢ 15602 4,61¢€ 19,00( 37,02¢ 230,55¢ 474,04. 799,63
Acquisition 1,38¢ - - - - - - 1,38¢
Disposal (6,757) - - - - - - (6,757)

At December 31, 2014 $ 13481 % 15,602 $ 4,616 19,000 $ 37,026 $ 230,558 $ 474,042 $ 794,325

Accumulated depreciation:

At June 30, 201 $ 1451 $ 698 $ 1,38 $ 17,50¢ $ 20,51¢ % 96,00 $ 181,30t $ 338,21t
Depreciatior 2,292 1,722 924 823 4,952 23,548 81,704 115,965
Write-off (143) - - - - - - (143)

At June 30, 201 16,66: 8,711 2,30¢ 18,32' 25,47: 119,54t 263,01( 454,08
Depreciatiol 807 695 461 186 1,74¢ 13,99( 26,59¢ 44,463
Disposa (6,757 - - - - - - (6,757

At December 31, 2014 $ 10,713 $ 9,406 % 2,76$ 18513 $ 27,219 $ 133,538 $ 289,606 $ 491,764

Net book value:

At June 30, 014 $ 2,18¢ % 6,891 $ 2308 $ 67 $ 1155 $ 111,01  $ 21103. $ 345,65!

At December 31, 2014 $ 2,768 % 6,196 $ 1,84% 487 % 9,807 $ 97,020 $ 184,436 $ 302,561

o) License, vehicles, camp equipment and fixturescamdp upgrades are used for exploration and evafuatitivities.

Depreciation for these items of $42,520 for thersbnths ended December 31, 2014 (2013 - $21,844éen capitalized to Exploration and evaluaticetss
Depreciation of the remaining items of $1,963 (20%$3,211) has been expensed.
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CANADA ZINC METALS CORP.

Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

10.

EXPLORATION AND EVALUATION ASSETS

Title to exploration and evaluation assets involeestain inherent risks due to the difficulties of
determining the validity of certain claims as waslthe potential for problems arising from the fietly
ambiguous conveyancing history characteristic ofiynm@source claims. The Company has investigated
title to all of its exploration and evaluation assand, to the best of its knowledge, title toddllits
claims are in good standing.

Akie Property, British Columbia

The Akie property is the Company’s flagship exptmma project and is host to the Cardiac Creek
SEDEX Zn-Pb-Ag deposit. The Company owns a 1008rést in the Akie property, which resulted
from Company expenditures and the acquisition st&icMining Corporation.

Kechika Regional project, British Columbia

The Kechika Regional project, represented by aseasf contiguous property blocks including Pie and
Mt. Alcock, extends northwest from the Akie progelThe Company owns a 100% interest in these
properties, which were acquired during fiscal 2@0d 2008, including the acquisition of Ecstall. eTh
interest in the Mt. Alcock property is subject t@.8 % net smelter royalty.

In September 2013, the Company entered into arommigreement (the “Agreement’) with Teck
Resources Limited (“Teck”) that would see Teck aagup to a 70% interest in the Company’s Pie,
Cirque East and Yuen properties (the “Propertyije¢ of the 10 regional properties that make up the
Kechika Regional Project.

The Agreement outlines two options (the “Optiorisiat are subject to certain expenditure requirement
as outlined below:

e Under the first Option, Teck can earn an undiviéddds interest in and to the Property by
incurring a cumulative aggregate of $3,500,000xpl@ation expenditures on the Property on
or before September 30, 2017, with $500,000 inargbbn expenditures to be completed on or
before September 30, 2014 (Teck has advised thenekpres have been incurred by the
extended date of November 30, 2014) and $1,500f060mulative exploration expenditures to
be completed on or before September 30, 2015.

e Under the second Option, Teck may elect to accuiradditional 19% interest in the Property
for a total of 70% by incurring an additional $3)0000 in exploration expenditures (for a total

aggregate of $8,500,000 in exploration expendijuvaghe Property on or before September 30,
20109.

Subject to one or more of the Options being exed;i¥ eck and the Company will form a joint venture
to continue with exploration and, if warranted, eiepment of the Property.
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CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

10. EXPLORATION AND EVALUATION ASSETS (cont’d)

Portions of the Property fall within the area ofemest provisions of the Teck and Korea Zinc joint
venture (the “T-KZ JV”) on their adjoining Cirquergperty. Korea Zinc elected to include the

Agreement under the T-KZ JV and delivered Notic®aifticipation in the Agreement to the Company in
November of 2013. Teck and Korea Zinc each hol@% fhterest in the T-KZ JV and , as a result of the
Notice of Participation, will share any interestigthmay be acquired under the Agreement.

The Pie, Cirque East and Yuen properties surromZ TV's Cirque deposit to the north, east and
south, and provide extensive coverage of the hightgpective Gunsteel Formation shale, which is the
known host rock for SEDEX Zn-Pb-Ag deposits at Gegand at Canada Zinc Metals’ Cardiac Creek

deposit.

Summary of exploration expenditures incurred onmover properties:

Akie Property Kechika Regional Total

Acquisition Costs:

Balance, June 30, 2013 $ 24,175,329 $ 330,434 $ 24,505,763
Additions - 6,351 6,351
Write-off (10,088) - (10,088)

Balance, June 30 and December 31, 2014 $ 24,165,241 $ 336,785 $ 24,502,026

Deferred exploration costs:

Balance, June 30, 2013 $ 34,762,617 $ 3,776,997 $8,539,614
Airborne survey - 189,491 189,491
Camp equipment, reclassification (36,087) - (36,087)
Camp equipment, depreciation 111,027 - 111,027
Camp supplies, settlement of contract (82,401) - (82,401)
Drilling 2,510,831 456,322 2,967,153
Geology 45,961 40,030 85,991
Community consultations 355,367 - 355,367
Environmental studies and permit
compliance monitoring 102,796 - 102,796

Less:

METC (170,349) - (170,349)
Write-off (82,193) - (82,193)
Balance, June 30, 2014 $ 37,517,569 $ 4,462,840 $1,98@,409
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CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim Finandeatkeents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

10. EXPLORATION AND EVALUATION ASSETS (cont'd)
Akie Property Kechika Regional Total
Balance, June 30, 2014 $ 37,517,569 $ 4,462,840 $ 41,980,409
Camp equipment, depreciati¢iote 9) 42,520 - 42,520
Airborne geophysics 11,297 117,253 128,550
Camp stand-by fees 42,839 - 42,839
Drilling 509,269 7,746 517,015
Geology 16,922 - 16,922
Community consultations 90,000 - 90,000
Environmental studies and permit
compliance monitoring 29,226 - 29,226
Balance, December 31, 2014 $ 38,259,642 $ 4,587,839 $ 42,847,481
Total June 30, 2014 $ 61,682,810 $ 4,799,625 $ 824485
Total December 31, 2014 $ 62,424,883 $ 4,924,624 $ 67,349,507
11. CAPITAL STOCK AND RESERVES

(a) Authorized
Unlimited common shares without par value
(b) Issued and outstanding

During the six months ended December 31, 2014:

() the Company completed two tranches of the flowtblo private placement announced on
September 26, 2014, pursuant to which the Compssuyed a total of 2,943,310 flow-through
shares at a price of $0.55 per share for grossepdwcof $1,618,821. A flow-through premium
liability of $147,165 was recorded in connectionhathis private placement (Note 8);

(i) the Company also completed a non-flow-through peiydacement of 580,750 units at a price of
$0.50 per unit for gross proceeds of $290,375. Eaghconsisted of one common share and
one-half share purchase warrant of the Companych Edole warrant entitles the holder to
purchase one additional common share at a pricB0af5 for a period of 12 months from
closing;

(iiy the Company paid an aggregate finder's fee of $2#hd incurred regulatory filing fees and
other expenses of $13,713 in connection with theape placements completed during the
period;

(iv) 200,000 share options were exercised at a pri§®.d0 per share, and 200,000 common shares
were issued for total proceeds of $80,000. In amldita reallocation of $63,169 from reserves to
capital stock was recorded on the exercise of tloggiens. This amount constitutes the fair
value of options recorded at the original granegat
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CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
(Expressed in Canadian Dollars, unless otherwated)
(Unaudited, prepared by management)

11. CAPITAL STOCK AND RESERVES (cont'd)

(b)
v)

(vi)

(vii)

Issued and outstanding (cont'd)

the Company received TSXV approval for its new NalrnCourse Issuer Bid (“NCIB")
application to purchase at market price up to 7,888 .common shares, being approximately 5%
of the Company’s issued and outstanding commoneshtiarough the facilities of the TSXV.
The bid commenced on August 1, 2014 and will sfaandfor another 12 months;

the Company repurchased 111,000 of its common sheuger the NCIB for total consideration
of $41,218 at a weighted average price of $0.3%hpare; and

117,000 common shares repurchased under NCIB, afhwhl14,500 common shares were
repurchased in fiscal 2014, were cancelled andnetuto the Company’s treasury. Upon the
cancellation, $75,341 was recorded as a reduatiarapital stock for the assigned value of the
shares, and $36,859 was allocated to reserves.

During the year ended June 30, 2014:

(viii)

(ix)

)

(xi)

(xii)

the Company completed a private placement with Tesiking 1,250,000 units of the Company
at a price of $0.40 per unit, resulting in a tatabscription of $500,000. Each unit consisted of
one common share and one share purchase warednivith entitle Teck to purchase one
additional common share of the Company within 2iis at a price of $0.40 per share. The
Company paid $3,250 in regulatory filing fees imgection with the private placement;

The proceeds from the issue of units were allocetedpital stock based on the fair value of the
common shares on the date of the TSXV approvahefttansaction, which was estimated at
$288,750. The residual value attributable to theravds attached to the units was $211,250, or
$0.169 per share. The Company recorded the residlig in equity reserves (Note 11(e)) until
the warrants are exercised or expired unexercised;

the Company completed a flow-through private pleseimof 2,112,600 shares at a price of
$0.40 per common share for gross proceeds of 88@5The Company paid a finder’s fee of
$33,802 and incurred regulatory filing fees andeottxpenses of $6,075 in connection with the
private placement. A flow-through premium liakjlibf $126,756 was recorded in connection
with this transaction;

the Company completed a flow-through private pleseimof 1,739,630 shares at a price of
$0.575 per common share for gross proceeds 008287. The Company paid a finder's fee of
$40,011 and incurred regulatory filing fees andceottxpenses of $6,052 in connection with the
private placement. A flow-through premium liahjlibf $130,472 was recorded in connection
with this transaction;

the Company completed a non flow-through privace@ment of 200,000 units at a price of
$0.50 per unit for gross proceeds of $100,000hRatt consists of one common share and
one-half share purchase warrant of the Companych Eéole warrant entitles the holder to

purchase one additional common share at a pricR0afs for a period of 18 months from

closing. The Company paid a finder's fee of $4,@0@ incurred regulatory filing fees and

other expenses of $1,350 in connection with theapei placement;

Page 20



CANADA ZINC METALS CORP.
Notes to Condensed Consolidated Interim FinandeteSents
For the six months ended December 31, 2014 and 2013
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11. CAPITAL STOCK AND RESERVES (cont'd)
(b)  Issued and outstanding (cont'd)

(xii) 1,355,000 share options were exercised at a weigiterage price of $0.30 per share, and
1,355,000 common shares were issued for total pdscef $400,050. In addition, a reallocation
of $566,950 from reserves to capital stock wasndamb on the exercise of these options. This
amount constitutes the fair value of options rdedrat the original grant date and on subsequent
re-pricing;

(xivy  the Company received TSXV approval for its new NairCourse Issuer Bid (“NCIB”)
application to purchase at market price up to 7934 common shares, being approximately 5%
of the Company’s issued and outstanding commoneshidrough the facilities of the TSXV.
The bid commenced on August 1, 2013 and will siagndfor another 12 months; and

(xv) the Company repurchased under the NCIB 114,506 @bimmon shares for total consideration
of $37,652 at a weighted average price of $0.33 gberre, all of which were held in the
Company'’s treasury at June 30, 2014.

(c) Share options

The Company has adopted a 20% fixed share optian whereby the Company has reserved
20,557,283 common shares under the plan. The tEanyooptions granted under the plan is fixed
by the Board of Directors and may not exceed temsyom date of grant.

The number of options granted to a consultant &t anonth period must not exceed 2% of the
issued shares of the Issuer from the date of gr@ptions issued to consultants performing investor
relations activities must vest in stages over 1athmwith no more than 1/4 of the options vesting i
any three month period.

Share option transactions and the number of st@iens outstanding are summarized as follows:

. Weighted
Options Average
Outstanding Exercise Price
Outstanding, June 30, 2013 7,147,500 $ 0.49
Granted 2,340,000 0.38
Exercised (1,355,000) 0.30
Expired (125,000) 0.25
Outstanding, June 30, 2014 8,007,500 0.49
Exercised (200,000) 0.40
Expired (500,000) 0.40
Cancelled (20,000) 0.39
Outstanding, December 31, 2014 7,287,500 $ 0.50
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11. CAPITAL STOCK AND RESERVES (cont'd)

(c) Share optiongcont'd)

Share options outstanding and exercisable at Deze®ih 2014 are summarized as follows:

Remaining Number of
Number of Life of Options Options
Options Exercise Price Expiry Date (Years) Exercisable
130,000 $0.70 November 14, 2016 1.87 130,00t
295,00 $1.05 February 11, 2018 3.12 2990(
270,00 $0.25 October 31, 2018 3.84 2700(
330,000 $0.40 October 9, 2019 478 33,00(
440,000 $0.41 October 13, 2016 1.79 440,00
1,20500( $0.63 January 15, 2020 5.04 1,2080(
300,000 $0.50 May 10, 2015 0.36 300,00t
417,50 $0.50 November 8, 2020 5.86 4150(
1,430,00! $0.55 November 24, 2020 5.90 1,1300(
150,000  $0.60 January 7, 2015 (*) 0.02 150,00!
1,720,00! $0.39 December 27, 2023 8.99 1,720,00
600,000 $0.35 June 16, 2021 6.46 600,00
7,28750( $0.50 5.62 @®87,50!

(*) Expired unexercised subsequent to Decembe2314

During the six months ended December 31, 2014Ctrmpany recorded share-based compensation
expense of $21,972 (2013 — $551,285) for shar@wptjranted in prior years and vested during the
current period. There were no stock options gradtethg the six months ended December 31, 2014

as compared to the 1,720,000 stock options grahtgdg the same period last year.

(d) Warrants

Share purchase warrants transactions and warratstsding are summarized as follows:

Warrant: Weighted Averag
Outstanding Exercise Price
Balance, June 30, 2013 3,750,000 0.60
Issued 1,350,000 0.43
Expired (3,750,000) 0.60
Balance, June 30, 2014 a
December 31, 2014 1,350,000 $ 0.43
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11. CAPITAL STOCK AND RESERVES (cont'd)

(d) Warrants (cont'd)

The following table summarizes the warrants outlitemat December 31, 2014:

Number of Warrants Exercise Price ExpirgeDa

1,250,000 $ 0.40 September 16, 2015
100,000 $ 0.75 August 27, 2015
1,350,000
(e) Reserves
Options and Finance Treasury
Note agentwarrants warrants shares Total
Balance, June 30, 2013 $ 8,641,749 $ 1,993,0261,296,476 $ 11,931,251
Exercise of options (566,950) - - (566,950)
Share-based compensation 714,058 - - 714,058
Residual value of warrants
attached to units issued to - 211,250 - 211,250
Teck
Balance, June 30, 2014 8,788,857 2,204,276 1,296,476 12,289,609
Exercise of options 11(b)(ii) (63,169) - - (63,169)
Share-based compensation 11(c) 21,972 - - 21,972
Cancellation of treasury
shares 11(b)(iv) - - 36,859 36,859
Balance, December 31, 2014 $ 8,747,660 $ 2,264,27 1,333,335 $ 12,285,271
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12.

13.

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

Significant non-cash transactions for the six rhergnded December 31, 2014 included:

exploration and evaluation assets of $138,972 (30n2014 - $605,701) in accounts payable;
depreciation of camp equipment and upgrades of5®82included in exploration and evaluation
assets;

an allocation of $147,165 from capital stock tosflthrough premium liability on the issuance of the
flow-through shares (Note 8);

an allocation of $63,169 from reserves to capitatls upon the exercise of stock options (Note
11(b)(ii)); and

unrealized loss of $119,303 on marketable secsriiee to changes in fair value, which was
allocated to accumulated other comprehensive Ms&(4).

Significant non-cash transactions for the six mergnded December 31, 2013 included:

exploration and evaluation assets of $310,012 (30ne2013 - $208,793) in accounts payable;
exploration and evaluation assets of $Nil (June 3013 - $6,659) in due to related parties;
reduction in exploration and evaluation assets2if1$092 (June 30, 2013 - $270,018) in METC
recoverable;

depreciation of camp equipment and upgrades of8$89included in exploration and evaluation
assets;

an allocation of $211,250 from capital stock toiggreserves on the issuance of common shares to
Teck (Note 11(b)(viii));

an allocation of $126,756 from capital stock toaMithrough premium liability on the issuance of the
flow-through shares (Note 8);

an allocation of $8,000 from reserves to capi@atisupon the exercise of stock options; and
unrealized loss of $599,196 on marketable secsritiee to changes in fair values, which was
allocated to accumulated other comprehensive loss.

RELATED PARTIY TRANSACTIONS

The remuneration of directors and other key managenpersonnel during the six months ended
December 31, 2014 and 2013 were as follows:

2014 2013
Bonuses (i) $ 38,184 $ 26,901
Consulting fees (iii) 7,500 7,500
Directors fees (iv) 25,000 25,000
Exploration and evaluation expenditures
(geological consulting) (v) 72,504 70,008
Management and administration (i) 207,000 10G,0
Share-based compensation (vi) 14,850 358,025
Total $ 365,038 $ 664,434
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13.

14.

RELATED PARTIY TRANSACTIONS (cont'd)

() On May 1, 2007, the Company entered into a manageara administrative agreement with
Varshney Capital Corp. (“WCC"), a company with twommon directors, whereby the Company
agreed to pay management and administrative fe$2)500 and $5,000 per month, respectively.
The agreement was amended effective July 1, 208i1May 1, 2014 to increase the monthly
management fee to $24,500 and $29,500, respectahng the six months ended December 31,
2014, the Company paid or accrued $177,000 (201RL47,000) for management fees and
$30,000 (2013 — $30,000) for administrative feeg@g;

(i)  the Company paid or accrued a bonus of $38,1843(2826,901) to VCC;

(i) the Company paid or accrued $7,500 (2013 - $7,&0Qonsulting fees to a company controlled
by a director;

(iv) the Company paid or accrued $25,000 (2013 - $25%,00directors’ fees to five directors of the
Company;

(v) the Company paid or accrued $72,504 (2013 - $70,808 geological consulting fees to a
company owned by an officer of the Company, of Wwi$a2,878 was capitalized as exploration
and evaluation costs and $29,626 was expensedaslting fees; and

(vi) share-based compensation is the fair value of optibhat have been granted to directors and
executive officers and the related compensatioremsg recognized over the vesting periods.

As at December 31, 2014, $683 (June 30, 2014 -)$Mdk due to a director of the Company for
reimbursement of business expenses. The amountaigsubsequent to December 31, 2014.

CAPITAL MANAGEMENT

The Company manages its capital structure and mekestments based on the funds available in order
to support continued operation and future busirmgsortunities. The Board of Directors does not
establish quantitative return on capital critena fhanagement, but rather relies on the experfiskeo
Company's management to sustain future developwifetite business. The Company considers its
capital to be equity.

The Company’'s operations are currently not genmggapiositive cash flow; as such, the Company is
dependent on external financing to fund its adésit In order to carry out potential expansion &md
continue operations, and pay for administrativetg;othe Company will spend its existing working
capital, and raise additional amounts as needeghp@nies in this stage typically rely upon equitg an
debt financing or joint venture partnerships todiuheir operations. The current financial marlaets
very difficult and there is no certainty with respéo the Company’s ability to raise capital. Hoerv
the Company feels that it has sufficient workingital to continue with planned activities.

Management reviews its capital management approactan ongoing basis and believes that this
approach, given the relative size of the Compangedsonable.
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14.

15.

CAPITAL MANAGEMENT (cont'd)

There were no changes in the Company's approachpital management during the six months ended
December 31, 2014. The Company is not subjecttermally imposed capital requirements.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Fair value estimates of financial instruments aedenat a specific point in time, based on relevant
information about financial markets and specifitaficial instruments. As these estimates are sigect
in nature, involving uncertainties and matters ighsicant judgment, they cannot be determined with
precision. Changes in assumptions can significafthct estimated fair values.

Cash, long-term investment, and marketable seesirétre carried at fair value using a level 1 faiug
measurement. The carrying value of receivablendable deposit, trade payables and accrued
liabilities and due to related parties approximtatgr fair value because of the short-term natdihese
instruments.

Credit Risk

Credit risk is the risk that one party to a finahdnstrument will fail to discharge an obligatiamd
cause the other party to incur a financial losee Tompany's primary exposure to credit risk is tsn i
bank deposits of $10,481,141 and a long-term imvexst in GIC of $1,000,000. This risk is managed by
using major Canadian banks that are high creditityuinancial institutions as determined by rating
agencies.

The Company’s secondary exposure to credit rislorisits receivables. This risk is minimal as
receivables consist primarily of refundable goveenirsales taxes and interest accrued on GIC.

Liquidity Risk

Liquidity risk arises through the excess of finahcibligations over available financial assets duany
point in time. The Company’s objective in managliguidity risk is to maintain sufficient readily
available reserves in order to meet its liquiddguirements at any point in time. The Company aelsie
this by maintaining sufficient cash and cash edeiva. As at December 31, 2014, the Company was
holding cash deposits of $10,481,141 to settleetircash liabilities of $195,389. Management belev

it has sufficient funds to meet its current obligas as they become due and to fund its exploration
projects and administrative costs.

Market risk

Market risk is the risk of loss that may arise fronanges in market factors such as interest ratesgn
exchange rates, and commodity and equity pricetiesd fluctuations may be significant and the
Company, as all other companies in its industrg, éxgosure to these risks.

a. Interest Rate Risk

The Company is exposed to interest rate risk abatk treasury account, other assets, and long-term
investment earn interest income at variable rakthe. effect of a 10% fluctuation in interest ratesym
result in an increase or decrease in annual neoio$10,481.
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15.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT  (cont'd)

b.  Currency Risk
The Company operates in Canada and is thereforexmised to significant foreign exchange risk
arising from transactions denominated in a foreigmency.

c.  Pricerisk

The Company is exposed to price risk with respeatoimmodity and equity prices. Equity price risk is
defined as the potential adverse impact on the @ogip earnings due to movements in individual
equity prices or general movements in the levahefstock market. Commodity price risk is defined a
the potential adverse impact on earnings and ecieneatue due to commaodity price movements and
volatilities. The Company closely monitors certaammodity prices, individual equity movements, and
the stock market to determine the appropriate eoofsiction to be taken by the Company.

The Company also maintains investments in certarketable securities. There can be no assurance

that the Company can exit these positions if regljiresulting in proceeds approximating the cagyin
value of these securities.
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