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SHIELD GOLD INC.
MANAGEMENT’'S DISCUSSION AND ANALYSIS
FOR THE NINE MONTHS ENDED JULY 31, 2012

INTRODUCTION

This Management's Discussion and Analysis (“MD&AS)prepared as of October 1, 2012 and should
be read in conjunction with the audited annual rfoial statements of Shield Gold Inc. (the
“Company”) for the year ended October 31, 2011 2880, and the unaudited interim condensed
financial statements of the Company for the ninathg@eriods ended July 31, 2012 and 2011, which
have been prepared in accordance with InternatiBmancial Reporting Standards (“IFRS”). This
MD&A includes certain statements that may be deetfmavard-looking statements”. All statements
in this discussion, other than statements of hisdbfact, that address future exploration actbgtand
events or developments that the Company expeatsfomward-looking statements. Although the
Company believes the expectations expressed in gugbard-looking statements are based on
reasonable assumptions, such statements are mangges of future performance and actual results or
developments may differ materially from those ire tforward-looking statements. Additional
information can be found on SEDARwaivw.sedar.comAll amounts are in Canadian dollars.

Forward L ooking Statements

This report may contain forward-looking statemethist involve a number of risks and uncertainties
including statements regarding the outlook for @@mpany’s business and operational results. By
nature, these risks and uncertainties could causeah results to differ materially from what hasebe
indicated. Factors that could cause actual resutisdiffer materially from any forward-looking
statement include, but are not limited to, faildceestablish estimated resources and reserves, the
grade and recovery of ore which is mined from es#®, capital and operating costs varying
significantly from estimates, aboriginal challengetelays in or failure to obtain governmental,
environmental or other project approvals and otlfi@ectors including those risks and uncertainties
identified above. The Company undertakes no olitigab update publicly or otherwise revise any
forward-looking information as a result of new infation, future results or other such factors which
affect this information, except as required by law.

INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS” )

The Canadian Accounting Standards Board requirddighy accountable enterprises such as the
Company to adopt IFRS for fiscal years beginningoorafter January 1, 2011. Accordingly, the
Company's condensed interim financial statementgtfe quarter ending July 31, 2012 have been
prepared in accordance with IFRS as published dyrtternational Accounting Standards Board.

For each reporting period in 2012, comparativerimttion for 2011 will also be presented, both for

interim and annual financial statements, as appkcan an IFRS basis. The financial statements for
the year ending October 31, 2012, will be our fmshual financial statements that comply with IFRS.

As this will be the Company’s first year of repagiunder IFRS, IFRS Eirst time Adoption of IFRS

is applicable.



In accordance with IFRS 1, we have applied IFR$osgectively as of November 1, 2010 (the
Transition Date) for comparative purposes. In prieigeour opening balance sheet in accordance with
IFRS, we have adjusted amounts reported previoushour financial statements prepared in
accordance with pre-conversion Canadian GAAP (fetaited information, seeChanges in
Accounting Policiebelow).

For further information, please refer to the Conmyauinterim condensed financial statements and
related notes for the nine months ended July 31220

OVERVIEW

Shield Gold Inc. (the “Company”) was incorporatatier the laws of the Province of Ontario, by
Articles of Incorporation dated February 4, 200heTCompany is in the business of mineral
exploration and is actively engaged in the acqaisiand exploration of mineral properties in Canada
Substantially all of the efforts of the Company dexoted to these business activities. To date the
Company has not earned significant revenue andrisidered to be in the exploration stage. Shield
Gold Inc. is a TSX Venture Tier 2 Company listeddenthe symbol “SHG”. The Company’s
registered office is at 2 Queen St. East, Suit®,150ronto, Ontario, M5C 3G5.

OVERALL PERFORMANCE

Exploration Activities

« On May 14, 2012, the Company entered into an aggaersubject to regulatory approval, to
acquire a 100% interest in 22 mining claims représg 1,100 hectares in Buckingham
Township in south-western Quebec. The 100% eamequires the Company to make the
following payments and issue the following numbecammon shares of the Company to the
property vendors: (i) $7,000 (paid) on or before tlate of regulatory approval of the option
agreement (the “Payment Date”); (ii) $15,000 (paidyl 400,000 (issued) shares within 30
days of the Payment Date; (iii) $25,000 and 400,80@res on the®lanniversary of the
Payment Date; (iv) $45,000 and 400,000 shares ®@'tranniversary of the Payment Date;
and (v) $50,000 and 400,000 shares on tharhiversary of the Payment Date. In addition,
the Company has a work commitment totaling $235,806ng the three year term of the
option agreement. The property vendor will retaR#&aNSR, 1% of which may be purchased
by the Company for $1,000,000.

e During the nine months ended July 31, 2012, putstarthe Option and Joint Venture
Agreement with Eloro Resources Ltd. with respecttie Summit-Gaber Property, the
Company fulfilled its September 29, 2011 option agitment by making the required cash
payment of $30,000.

» During the year ended October 31, 2011, the Compgasigned, implemented and completed
all the elements of its 2011 exploration programttm Summit-Gaber and La Grande Nord
properties. Key aspects of the program included:

- Field investigation of the 18 priority geochemidatget anomalies identified in
2010;

- Mechanical stripping, detailed mapping and chamsaehpling of the areas covered
by the Cartouche and Summit 4 showings;

- 50 km of line-cutting, to refresh old grid linesdacut new lines;

- Ground geophysical surveys over selected areakiding magnetometer (MAG),
electro-magnetic (EM) and induced polarization (IP)



e During the year ended October 31, 2011, the Compait/$10,000 (year ended October 31,
2010 - $10,000) to Virginia Mines Inc. with respazthe La Grande Nord Property.

Financing and Corporate

* In June 2012, the Company completed a non-brokidogdthrough private placement and
issued 1,050,000 flow-through units at a price 6f1® per unit for gross proceeds of
$105,000. Each unit is comprised of one flow-thfowgmmon share and one-half of one
common share purchase warrant. Each full commoregiarchase warrant will entitle the
holder to acquire one additional common share aamcise price of $0.15 per share for a
period of 18 months.

* In June 2012, the Company completed a non-brokeigdte placement and issued 125,000
units at a price of $0.10 per unit for gross praseef $12,500. Each unit is comprised of one
common share and one common share purchase waHaci. common share purchase
warrant will entitle the holder to acquire one aidaial common share at an exercise price of
$0.12 per share for a period of 18 months.

e On December 22, 2011, the Company completed atprplacement and issued 1,000,000
flow-through units at a price of $0.10 per unit fposs proceeds of $100,000. Each unit is
comprised of one flow-through common share andhateef one common share purchase
warrant. Each full common share purchase warralitemtitle the holder to acquire one
additional common share at an exercise price dfSsper share for a period of 18 months.

* In April 2011, the Company closed a $528,500 narkéred private placement equity
financing. The Company issued 4,650,000 flow-thiougits (“FT units”) and 635,000 units,
at a price of $0.10 per FT unit or unit, for grgzoceeds of $465,000 and $63,500
respectively (the “Financing”). Each FT unit comsisf one flow-through common share and
one-half of one common share purchase warrant. Hathvarrant entitles the holder to
purchase one common share at a price of $0.15geriad of 24 months from the closing of
the Financing. In addition, each unit consists ¢ @ommon share and one common share
purchase warrant entitling the holder to purchase e@ommon share at a price of $0.15 for a
period of 24 months from the closing of the Finagciln connection with the Financing, the
Company issued 98,000 broker’'s warrants. Each bokearrant is exercisable for a two
year period into one unit at an exercise pricelol® per unit.

EXPLORATION PROPERTIES AND JOINT VENTURE AGREEMENTS
Summit-Gaber Property

On September 29, 2010, the Company entered intweg tyear strategic Option and Joint Venture
Agreement with Eloro Resources Ltd. to acquirergiial 50% interest in the Summit-Gaber Property,
in consideration of $80,000 in cash, the issuante6@®,000 common shares and completed
exploration work over a three year period aggrega$1,500,000. This transaction constituted the
Company’s Qualifying Transaction in accordance wligh policies of the TSX-V.

The Summit-Gaber Property is located in the La @eaBreenstone belt, north-western Quebec.
During the year ended October 31, 2010, the Compaage the initial cash payment of $25,000 and

fulfiled an additional cash payment commitment$@b,000 and issued 100,000 common shares of
the Company, with a fair value of $5,000, pursuarihe terms of above agreement.



As of July 31, 2012, approximately, $610,777 of tlemuired $1,500,000 exploration work
commitments has been fulfilled with respect to@gion and Joint Venture Agreement.

During the nine months ended July 31, 2012, redesaf mineral property costs with respect to the
Summit-Gaber Property amounted to $169,978, inexgge. Of the forgoing recoveries, $145,677
relate to recoveries from refundable mineral exgilon tax credits as a result of the Company
incurring mineral exploration expenses in Québec.flRancial statement presentation purposes these
recoveries have been treated as a reduction cfitnging value of mineral properties.

In addition, during the nine months ended JulyZ112, the Company examined its exploration data
and determined that certain of the La Grande Napdeditures amounting to $53,044 were allocated
to Summit-Gaber. A reclassification of these cesis made accordingly.

Upon satisfaction of the above mentioned commitsyghie Company will have exercised the option
and acquired an undivided 50% interest in the Sur@aber Property. Once the option has been
exercised, the Company and Eloro Resources Ltendhbn forming a joint venture for the purposes
of further exploration and development of the Sutr@aber Property.

The property is subject to a 1% net smelter royalty

During 2011, the Company proceeded with the worig@m recommended under the National
Instrument (“NI") 43-101 technical report filed tiye Company.

The Company’'s 2011 exploration program was desigoetbllow the reconnaissance B-horizon
geochemical survey conducted in 2010, during whpciority geochemical soil anomalies were
identified as targets for further exploration. Thebruary 2011 repotB-horizon Pedogeochemical
Survey, SummitGaber Project, James Bay, Québeddy Dr. Rémi Charbonneau of Inlandsis
Consultants, is available on the Company webditip://www.shieldgold.com/uploads/Summit-
Gaber-Bhorizorpdf.

Key elements of the 2011 exploration program inelud

- 50 km of line-cutting, to refresh old grid linesdacut new lines

- Field investigation of 18 priority geochemical aralies identified in 2010

- Mechanical stripping, detailed mapping and chasaeipling of the areas covered
by the Cartouche and Summit 4 showings

- Ground geophysical surveys over selected aredading magnetometer (Mag),
electro-magnetic (EM) and induced polarization (IP)

Results from exploration work are contained in pnedeases found on SEDARvaivw.sedar.conas
well as on the Company’s websitevai/w.shieldgold.com

La Grande Nord Property

On September 10, 2010, the Company entered inteeay€ar strategic Option and Joint Venture
Agreement with Virginia Mines Inc. to earn a 50%eiest in certain mineral claims referred to as the
La Grande Nord Property located in the La Grandee@stone Belt, Quebec.

To acquire a 50% interest in the Property, the Camgpnust make payments totaling $30,000 in cash
or shares at the discretion of the Company ($10,88id as of October 31, 2010) and perform
scheduled work programs totaling $1,000,000 ovfereayear period.



As of July 31, 2012, the Company had incurred exgbion expenditures of approximately $86,793 of
the required work expenditures of $1,000,000.

Upon satisfaction of the above mentioned commitsyghe Company will have exercised the option
and acquired an undivided 50% interest in the Lan@e Nord Property. Once the option has been
exercised, the Company and Virginia Mines Inc.ndten forming a joint venture for the purposes of
further exploration and development of the La GeaNdrd Property.

The property is subject to a 1.5% net smelter tgyal
Buckingham Property

On May 14, 2012 the Company signed an agreemejgectuo regulatory acceptance, to acquire a
100% interest in 22 mininglaims representing 1,100 hectares in Buckinghamnhip in south-
western Québec. Thelaims are located in the Central Metasedimentagjt Bf the Grenville
geological province. Theroperty being acquired is noted in historical mpas hosting numerous
occurrences afisseminated flake graphite.

The Agreement: Shield Gold has an option (the “@p)i to earn a 100% interest in the property by
making the following payments and issuing the folltg numbers of common shares of the Company
to the vendors: (i) $7,000 (paid) on or before ttate of regulatory approval of the Option (the
“Payment Date”); (ii) $15,000 (paid) and 400,008s@ed) shares within 30 days of the Payment Date;
(iii) $25,000 and 400,000 shares on the 1st ansargrof the Payment Date; (iv) $45,000 and 400,000
shares on the 2nd anniversary of the Payment Ratej(v) $50,000 and 400,000 shares on the 3rd
anniversary of the Payment Date. In addition, tlen@any agrees to incur a work commitment
totaling $235,000 during the three year term of@mion. The vendor will retain a 2% net royalty on
the property, 1% of which may be purchased by th@any for $1,000,000.

Refer to “Subsequent Events” section of this mameage discussion and analysis for further mineral
property information.

SELECTED ANNUAL INFORMATION

The financial information disclosed below has beespared in accordance with IFRS for the year
ended October 31, 2011 and Canadian Generally Aedefccounting Principles (“CGAAP”) for the
years ended October 31, 2011 and 2010 and is egpiorCanadian dollars.

The following tables set forth selected financiatadfrom the Company’s annual financial results and
should be read in conjunction with applicable ahfinancial statements.

Year-ended
IFRS (unaudited) CGAAP (audited)
October 31, 2011 October 31, 2011 October 31, 2010
(%) %) (%)

Interest income ( 617) ( 617) ( 619)
Working capital (deficiency) ( 1058) 72,090 127,250
Net loss and comprehensive loss 198,866 162,466 , 9368
Loss per share 0.01 0.01 0.01
Mineral properties 772,570 772,570 277,639
Cash 262,883 262,883 223,502
Total assets 1,057,868 1,057,868 517,179



RESULTS OF OPERATIONS

As Shield Gold is in the exploration phase andpi@perties are in the early stages of exploration,
none of the Company’s properties are in productiimerefore, the Company’s net loss is not a
meaningful indicator of its performance or potentia

The key performance driver for the Company is thqussition and development of prospective
mineral properties. By acquiring and exploring pot$ of superior technical merit, the Company
increases its chances of finding and developingcamomic deposit.

At this time, the Company is not anticipating préfom operations. Until such time as the Company
is able to realize profits from the production andrketing of commodities from its mineral interest,
the Company will report an annual deficit and wélly on its ability to obtain equity or debt finang

to fund on-going operations.

Additional financing is required for both curremtdanew exploration initiatives. Due to the inherent
nature of the junior mineral exploration industitye Company will have a continuous need to secure
additional funds through the issuance of equitydebt in order to support its corporate and
exploration activities, as well as its share ofigdtions relating to mineral properties.

Exploration Operations

Cumulative exploration costs incurred to July 3112 were as follows:

Balance, Balance,
beginning of period  Acquisition  Exploration Recoesr Reclassification  end of period
Quebec
Summit-Gaber (a) $ 718,821 $ 0,080 $ - ($ 169,978) (% 53,044) $ 525,799
La Grande Nord (b) 53,749 - - - 53,044 106,793
Buckingham (c) - 50,000 3,101 - - 53,101
$ 772,570 $ 80,000 $ 3,101 ($ 169,978) $ - $ 8593

Nine months ended July 31, 2012

The net loss and comprehensive loss for the ningthmcended July 31, 2012 amounted to $206,183
as compared to the net loss and comprehensivefdoghie nine months ended July 31, 2011 of
$123,744.

Operating expenses for the nine months ended Jylg®L.2 aggregated $279,194 (nine months ended
July 31, 2011 — $124,361) an increase of $154,888.increase in operating expenses was mainly as
a result of the following significant operating exulitures:

» Professional fees totaling $35,380 for the nine tim@rended July 31, 2012 as compared to
$17,934 for the nine months ended July 31, 201&. difange resulted from added tax filing
costs incurred in the current period entitling @@mpany to refundable mineral exploration
tax credits and refundable mining duties as a tesulincurring mineral exploration in
Quebec. In addition, the Company relied more oallagsistance as a result of the closing of
certain private placements through the period amal corporate matters.



» Consulting fees of $44,000 for the nine months dnlidy 31, 2012 (nine months ended July
31, 2011 - $11,000) resulted from charges madeugfirehe current period for an officer's
past corporate administrative services.

* Management fees of $84,000 for the nine monthsdeddly 31, 2012 (nine months ended
July 31, 2011 - $72,000). There was a small in@@asnanagement compensation year over
year.

Acquisition Costs

Acquisition costs incurred by the Company with exfpto its mineral properties are capitalized.
Acquisition costs of $80,000 (nine months endeg 3dl, 2011 - $nil) were incurred during the nine
months ended July 31, 2012. The accumulated atguisiosts to July 31, 2012 include option
payments on mineral claims in regards to the Sur@alier, La Grande Nord and Buckingham
mineral properties located in Quebec.

Exploration Expenditures

Exploration costs incurred by the Company’'s aratabped. Exploration expenditures for the nine
months ended July 31, 2012 totaled $3,200 (nine tisorended July 31, 2011- $13,113).
Accumulated exploration costs incurred to July 3@12 consist of expenditures with respect to
geologists, soil surveys and other test work.

SUMMARY OF QUARTERLY RESULTS
Selected financial information for the three monginsled July 31, 2012, April 30, 2012 and January

31, 2012 (presented under IFRS) as well as theiquewseven fiscal quarters of 2011 and 2010
(presented under CGAAP) are presented below:

Quarterly Financial Information (unaudited)

2012 2012 2012

Q1 Q2 Q3
Interest Income $ - $ - $ -
Net loss (income) $ 69,226 $ ( 59,933)$ 196,890
Net loss per share (basic) $ 0.003 $ - $ 0.009

2011 2011 2011 2011

Q4 Q3 Q2 Q1
Interest Income $ - $ - $ - $ 617
Net loss $ 75,122 $ 41,020 $ 13,983 $ 32,341
Net loss per share (basic) $ 0.004 $ 0.002 $ 0.001 $ 0.002

2010 2010 2010

Q4 Q3 Q2
Interest Income $ 35 $ 196 $ 176
Net loss $ 91,317 $ 25,860 $ 38,419
Net loss per share (basic) $ 0.006 $ 0.002 $ 0.003



The Company is a junior exploration company withragenue generating properties. Currently the
Company'’s funding continues to be derived fromiisgsecurities and its short-term investments.

For further quarterly financial information, pleasder to the Company’s unaudited interim financial
statements and management's discussion and analyats have been filed on SEDAR at
www.sedar.com

CHANGE IN ACCOUNTING POLICIES

The Company's financial statements for the yeaingn@ctober 31, 2012 will be the first annual
financial statements that comply with IFRS and ¢hesndensed interim financial statements were
prepared as described in note 2, including theiamin of IFRS 1. IFRS 1 requires an entity toftdo
IFRS in its first annual financial statements, arepl under IFRS, by making an explicit and
unreserved statement in those financial statentérdesmpliance with IFRS. The Company will make
this statement when it issues its 2012 annual filshstatements.

IFRS 1 also requires that comparative financiabrimfation be provided. As a result, the first date a
which the Company has applied IFRS was Novemb2910 (the “Transition Date”). IFRS 1 requires
first-time adopters to retrospectively apply afieefive IFRS standards as of the reporting datéghwh
for the Company will be October 31, 2012. Howevtea)so provides for certain optional exemptions
and certain mandatory exceptions for first time $FRlopters.

Set forth below are the IFRS 1 applicable exemptiamnd exceptions applied in the conversion from
Canadian GAAP to IFRS.

IFRS Mandatory Exceptions:

Estimates Hindsight is not used to create or revise egésarhe estimates previously made by the
Company under Canadian GAAP were not revised fpliggiion of IFRS except where necessary to
reflect any difference in accounting policies.

IFRS Exemption Options:

Share-based paymemdFRS 2, Share-based Payments, encourages applicdtits provisions to
equity instruments granted on or before Novemb@002, but permits the application only to equity
instruments granted after November 7, 2002 thatoadested by the Transition Date. The Company
elected to avall itself of the exemption provideader IFRS 1 and applied IFRS 2 for all equity
instruments granted after November 7, 2002 thaneddested by its Transition Date.

Mineral property— IFRS 6 - Upon transition to IFRS, the Companyiretd its accounting policies
and practices it has applied previously under Cana@AAP, relating to the recognition of mineral
property. The Company elected to use the cost nfodéks mineral property which is consistent with
its policy under Canadian GAAP. The Company did elect to measure mineral property at its
deemed cost equivalent to fair value as at NoveniheP010 or revalue amounts previously
determined under Canadian GAAP. Accordingly, thenBany used the carrying values of its mineral
properties and deferred exploration costs as tR&IPalances as at November 1, 2010.

Changes in accounting policies:
In addition to the exemptions and exceptions dsedsabove, the following narratives explain the

significant differences between the previous histdrCanadian GAAP accounting policies and the
current IFRS policies applied by the Company.



a)

b)

c)

Share-based compensation

IFRS 2 is effective for the Company as of NovembeP010 and is applicable to
stock options and grants that are unvested at#tat The transition rules in IFRS 1
and IFRS 2 as applied by the Company result ifah@wing:

e Stock options and share grants prior to Novembe20D2 are not taken into
account for IFRS 2;

» Stock options and share grants subsequent to Naremi2002 are only taken
into account if they have not vested as at Noverip2010; and,

e From November 1, 2010, all stock options, sharetgrand other share-based
payments will be expensed in accordance with thieypstated in note 3.

Forfeitures

Canadian GAAR Forfeitures of awards are recognized as thewrocc

IFRS— An estimate is required of the number of awaxisected to vest, which is
revised if subsequent information indicates thas@dorfeitures are likely to differ

from the estimate. No material difference was daeteed and consequently no

adjustment was made.

Expiration of share-based compensation

Canadian GAAR- Under Canadian GAAP, the Company'’s policy watkeave the
value recorded for expired, unexercised stock aptto contributed surplus.

IFRS — The Company has changed its policy regardingirecpshare-based
compensation whereby amounts recorded for expueéxercised stock options
transferred from reserve for share-based paymentsritributed surplus on expiry.
There is no impact on the unaudited condensedinmténancial statements upon
adoption of the change in the accounting policy.

Reserves

Canadian GAAR- Under Canadian GAAP — Prior to 2011, the Compauoprded
the value of share based payments and warranedissicontributed surplus.

IFRS — IFRS requires an entity to present for each @mpt of equity,
reconciliation between the carrying amount at thgitming and end of the period,
separately disclosing each change. IFRS requisesparate disclosure of the value

that relates to "Reserves for warrants”, "Resefmeshare based payments" and any
other component of equity.

Impairment of non-financial assets
Canadian GAAR- a write-down of the asset to estimated valuedsired only if the

undiscounted estimated future cash flows of a groftimssets are less than its
carrying value.



d)

e)

IFRS— a write-down of assets is required if the higbkthe fair market value and
the value in use of a group of assets is less itsararrying value. Value in use is
determined using discounted estimated future daslsf

The Company’s accounting policies related to impaint of non-financial assets
have been changed to reflect these differencegeTibeno impact on the unaudited
condensed interim financial statements.

Flow-though shares

Canadian GAAP- the resource expenditure deduction for income plarposes

related to exploratory and development activitiaaded by flow-through share
arrangements are renounced to investors in accmedesith tax legislation. The
deferred income taxes relating to the temporaryedifice that arise when the
qualifying expenditures are incurred were recordadthe time of filing the

renunciation with the tax authorities. The recagnitof the deferred income tax
liability results in a corresponding reduction teetcarrying value of the shares
issued.

IFRS — the obligation to renounce tax deductions attitme of issuance of flow-
through shares is recorded as a liability in acaoce with IAS 37Provisions,
Contingent Liabilities and Contingent Assatsasured using a residual or a relative
fair value method. This obligation is released itlte statement of operations as a
gain as and when the Company incurs qualifying edjperes (i.e. fulfilling its
obligation to renounce tax attributes). A defertax liability is recognized (with a
debit to the statement of operations), in accordamith IAS 12Income Taxes$n
respect of the taxable temporary difference thisearfrom the difference between
the carrying amount of eligible expenditures cdizgéa as an asset in the statement
of financial position on its tax base.

The IFRS accounting policy for recording flow-thgbushares has been adopted
effective November 1, 2010 and the 2011 figuressHzeen restated. There were no
flow-through agreements in effect on November 1(2€esulting in no impact on
the financial statements as of the date of tramsitHowever, as of October 31, 2011,
the flow-through agreements in effect resultedhia tecording of a flow-through
share premium liability and a reduction in sharpiteh by the 2011 flow-through
share premium of $73,011. The expenditures wereurgzed to the shareholders in
the second quarter of 2012, resulting in the reler$ the flow-through premium
into the statement of comprehensive loss captioagd‘other income”. Under
Canadian GAAP the entire 2011 flow-through shaoe@eds were recorded as share
capital, and when renounced the deferred incomarn@unt was accounted for as a
reduction of share capital. The net effect of tlimnge resulted in a decrease of
$36,611 in share capital and a reduction in deflarreome tax recovery of $36,400.

Decommissioning liabilities

IFRS requires the recognition of a decommissiotiagjlity for legal or constructive
obligations, while Canadian GAAP only requires teeognition of such liabilities
for legal obligations. A constructive obligationigts when an entity has created
reasonable expectations that it will take certaitioas. IFRS also requires that the
discount rate used should reflect the risks spetifithe decommissioning liability,
while Canadian GAAP requires the use of a discoatetthat reflects the Company’s
credit adjusted risk free rate.
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The Company’s accounting policies related to dec@sioning liabilities has been

changed to reflect these differences. However ate,dhe Company does not have
any decommissioning liabilities and therefore thisréno impact on the unaudited
condensed interim financial statements.

f) Warrants

Canadian GAAP- the Company was determining fair value of wasassued as
part of private placement using residual value webth

IFRS — the Company adopted the relative fair value oebthf warrant valuation
using the Black-Scholes option pricing model ontymivate placements. This
resulted in the retrospective adjustment to thervesfor warrants of $3,244 as at
November 1, 2010 and $43,345 as at October 31,,2@11 corresponding amounts
being debited to share capital.

g) Presentation

The presentation in accordance with IFRS differemfrthe presentation in
accordance with Canadian GAAP. Please refer tanteem statements of financial
position and interim statements of comprehensisgs,land changes in equity for the
impact of the specific IFRS changes noted above.

LIQUIDITY AND CAPITAL RESOURCES

As of July 31, 2012, the Company had $152,393 shammpared to $262,883 as of October 31,
2011. This decrease is directly related to funiethduring the period net of funds expended ais par
of administering the Company’s current exploragioogram and paying for corporate administration.

The Company had working capital of $101,295 congbawenegative working capital of $145,098 as

of October 31, 2011. The Company’'s working capitgdroved from the prior year ended October 31,

2011 as a result of a private placement being ceiagland refundable Quebec tax credits were
received.

The Company has no significant revenues and noceeden of significant revenues in the near term.
In order to manage this risk the Company monitsrsash requirements and expenditures to maintain
sufficient liquidity.

Liabilities at July 31, 2012 consist of short-tetrade payables and various accrued liabilities of
$41,859 (October 31, 2011 - $357,385).

The Company will need to raise additional finandaimghe near term to continue to finance operations
and pay for ongoing administration of the CompaAiternative sources of capital include but are not
limited to funding from capital markets and/or atirdustry partners.

LIQUIDITY OUTLOOK

While the unaudited financial statements have lbEepared on the basis that the Company will
continue as a going concern, which assumes thatdngpany will be able to meet its commitments,
continue operations and realize its assets andiatige its liabilities in the normal course of besis
for the foreseeable future, there are events andittons that cast significant doubt on the vajidif
that assumption. The Company has incurred losses éiception and has an accumulated deficit of
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$1,004,128 at July 31, 2012. The Company will needaise sufficient funds in order to finance
ongoing exploration and administrative expenseg. Chmpany has no assurance that such financing
will be available or be available on favorable termractors that could affect the availability of
financing include Shield Gold’s performance (as sueed by numerous factors including the progress
and results of its various projects), the stateinbérnational debt and equity markets, investor
perceptions and expectations and the global fimdacid metals markets. If successful, the Company
would obtain additional financing through, but fiotited to, the issuance of additional equity.

The interim unaudited financial statements do mdffiect the adjustments to the carrying values of

assets and liabilities and the reported expensdsbatance sheet classifications that would be
necessary were the going concern assumption inapat®, and these adjustments could be material.

Cash Generating Potential
In order to finance future operations, the Compaillypursue the following alternatives:

* Raise additional financing; and
« Enter into joint ventures with other parties in @rdo continue its planned exploration
activities.

Cash Utilization Requirements
The Company has the following requirements:

+ Cash is needed to fund both its exploration aétwiand its administrative activities. This
amount varies depending on the amount of capiisedaand

* The Company has both cash commitments and propepgnditure commitments. However,
as these mineral properties are under option ¢timyCompany is not obligated to meet these
commitments.

SHAREHOLDERS' EQUITY

There was an increase of $159,516 in shareholéexsty in the nine month period ended July 31,
2012 to $786,988 from $627,472 as of October 31120he increase resulted from the continued
expenditures incurred to operate the Company tlirtlog period and private placements.

On December 22, 2011, the Company has completedateplacement and issued 1,000,000 flow-
through units at a price of $0.10 per unit for grpsoceeds of $100,000. Each unit is composed®f on
flow-through common share of the Company and oriedisone common share purchase warrant.
Each full common share purchase warrant will entitle holder to acquire one additional common
share at an exercise price of $0.15 per sharegeriad of 18 months from the date of issuance.

The Company had 24,303,236 (October 31, 2011 23(236) common shares outstanding as at July
31, 2012.

Pursuant to the Escrow Agreement, as of July 31220,602,974 (October 31, 2011 - 3,702,971)
common shares were held in escrow.

The Escrow Agreement provides for a three-yeamesoelease mechanism with:

 10% of the escrowed securities being releasable dpe issuance of the Final Exchange
Bulletin; and
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» 15% of the escrowed securities being releasalenionth intervals on each of 6, 12, 18, 24,
30 and 36.

As of July 31, 2012, the following share purchaserants were outstanding and exercisable:

Expiry Date Number of Weighted average
Warrants exercise price
April 7, 2013 2,960,000 (i) $0.15
April 7, 2013 98,000 (ii) $0.10
May 22, 2013 500,000 (jii) $0.15
January 31, 2014 750,000 (iv) $0.15
January 31, 2014 475,000 (v) $0.12
4,783,000

0] Each warrant entitles the holder to purchase onenaan shares at a price of $0.15 for a
period of two years.

(i)  Each broker's warrant is exercisable for a two yeatiod into one unit at an exercise
price of $0.10 per unit. Each unit is comprisecbnEé common share and one common
shares purchase warrant. Each warrant entitlelsaloer to acquire one common share for
a purchase price of $0.15 for a period of two years

(i)  Each warrant entitles the holder to purchase onenaan shares at a price of $0.15 for a
period of 18 months.

(iv) Each warrant entitles the holder to purchase onenaan shares at a price of $0.15 for a
period of 18 months.

(v) Each warrant entitles the holder to purchase onamoan shares at a price of $0.12 for a
period of 18 months.

1,200,000 stock options were granted during the months ended July 31, 2012.

There are a total of 2,165,454 stock options onthktey at July 31, 2012 with an exercise price of
$0.10 and 965,454 stock options expiring on May2#¥,4 and 1,200,000 stock options expiring on
June 6, 2015. No options were forfeited, cancedleexercised during the nine months ended July 31,
2012.

SUBSEQUENT EVENTS
* On September 24, 2012, the Company and Eloro Ressuuitd. amended the terms of the
original Option and Joint Venture Agreement; wherethhe remaining commitments with
respect to the forgoing agreement were extendexhbyear.
e On August 23, 2012, the Company and Virginia Mifres mutually agreed to amend the

terms of the original Option and Joint Venture Agrent; whereby, the remaining
commitments with respect to the forgoing agreememe amended to reflect the following:
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Due Date

Cash

Exploration Expeneiur

September 23, 2012

10,000 (paid)

50,000

August 23, 2013

August 23, 2015 - 200,000

August 23, 2016 - 200,000

August 23, 2017 - 250,000

August 23, 2018 - 300,000
10,000 $ 1,000,000

* On September 4, 2012, the Company entered intg@@ement to acquire a 100% interest in

16 additional claims representing 800 hectare at Buckingham Property located in
Buckingham Township in south-western Quebec. T4 Barn-in requires the Company to
make the following payments and issue the followmgnber of common shares of the
Company to the property vendors: (i) $3,000 (pad)or before the date of regulatory
approval of the option agreement (the “Payment 'Datig) 200,000 shares within 5 days of
the Payment Date; (iii) $6,000 and 100,000 shanethe £' anniversary of the Payment Date;
(iv) $8,000 and 100,000 shares on tA&ahniversary of the Payment Date; and (v) $10,000
and 100,000 shares on tH& &niversary of the Payment Date. In addition,Gbenpany has

a work commitment totaling $72,000 during the thyear term of the option agreement

On September 11, 2012, the Company entered indg@ement to acquire a 100% interest in
twp properties representing 30 mining claims inhatwer Township in southwestern Quebec.
The 100% earn-in requires the Company to make ¢Hewing payments and issue the
following number of common shares of the Companyht® property vendors: (i) $7,000
(paid) on or before the date of regulatory appraxalhe option agreement (the “Payment
Date”); (i) 630,000 shares within 5 days of theyfant Date; (iii) $27,000 and 430,000
shares on the™anniversary of the Payment Date; (iv) $43,00043@ 000 shares on th&’2
anniversary of the Payment Date; and (v) $67,0@D480,000 shares on th& anniversary

of the Payment Date. In addition, the Company hasik commitment totaling $270,000
during the three year terms of the option agreesérite vendor will retain a 2% net smelter
royalty on each property, 1% of which may be puseltbby the Company for $1,000,000.

PROPOSED TRANSACTIONS

The Company has not entered into any significamtdaction, nor is it currently reviewing any such
transaction, that has not been discussed withsnMiD&A.

OFF-BALANCE SHEET ARRANGEMENTS

As at July 31, 2012, the Company does not haveofifyalance sheet arrangements.

CONTINGENCIES

The Company is not a party to any legal or adnmiatiste claims.

The Company is partly financed by the issuance l@fv-through shares. However, there is no
guarantee that the funds spent by the Companyqudllify as Canadian exploration expenses, even if

the Company has committed to take all the necessaagures for this purpose.



The Company is committed to spend proceeds of floatigh share issuances resulting from private
placements of 2,500,000 flow-through shares in 2&h®unting to gross proceeds of $250,000. The
stock qualified as flow-through shares under theotne Tax Act (Canada) and $100,000 of the
corresponding expenditures are to be made by thmep@oy on or before December 31, 2012 and
$150,000 of the corresponding expenditures are tmdde on or before December 31, 2013.

CASH FLOWS

Cash flows used in operating activities were $518,6or the nine months ended July 31, 2012
compared to $368,064 for 2011. Significant incress@rimarily attributable to the reduction of
accounts payable through the period.

Cash flows provided by investing activities werd 4$B77 for the nine months ended July 31, 2012 as
compared with cash used in investing activities$6¥,656 for 2011. The increase in cash from

investing activities resulted from Quebec minerapleration credits being received through the

period.

Cash flows from financing activities were $293,20 the nine months ended July 31, 2012
compared to $494,460 for 2011. The cash flowsedlafproceeds received from private placements
during the period.

TRANSACTIONS WITH RELATED PARTIES

A total of $84,000 (nine months ended July 31, 20$72,000) was paid to related parties during the
nine months ended July 31, 2012 for consulting matagement fees, $60,000 (nine months ended
July 31, 2011 - $nil) of which was accounted forrasnagement fee expense and $24,000 (nine
months ended July 31, 2012 - $9,000) of which wa®anted for as consulting fees expense. The
aforementioned fees were charged for financial meament, corporate administrative and investor
relations services. Of the above mentioned managefaes, $60,000 (nine months ended July 31,
2011 - $4,000) was charged by a company contrdiiethe Chief Executive Officer, and $24,000
(nine months ended July 31, 2011 - $8,000) weregeldaby the Chief Financial Officer. All of the
above mentioned consulting fees were charged loffever of the Company.

Share-based compensation to key management amowint®sB,500 (2011- $nil) during the nine
month period ended July 31, 2012.

As at July 31, 2012, accounts payable and acciiaédities includes $22,500 (October 31, 2011 -
$1,500) owing to an officer of the Company.

CRITICAL ACCOUNTING ESTIMATES

The preparation of its financial statements reguitfee Company to use estimates and assumptions
that affect the reported amounts of assets antlitied as well as revenues and expenses.

Our discussion and analysis of our financial coaditand results of operations is based upon our
financial statements, which have been prepareddnrdance with International Financial Reporting
Standards. Our significant accounting policies epetained in Note 3 to the unaudited interim
condensed financial statements for the three momtided January 31, 2012 and changes in those
policies. Certain of these policies involve criti@@counting estimates because they require us to
make particularly subjective or complex judgmenrtteut matters that are inherently uncertain and
because of the likelihood that materially differesmnounts could be reported under different
conditions or using different assumptions.
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The following section discusses the critical acdimgnestimates and assumptions that management
has made and how they affect the amounts repontédei financial statements. We consider these
estimates to be an important part of understanolimginancial statements.

Asset Impairment

The Company reviews the carrying values of its mmamly and equipment as well as its non
producing mining properties, deferred exploratiord alevelopment expenditures and deposit and
deferred expenditures whenever events or changegscumstances indicate that their carrying values
may exceed their estimated recoverable amountsndieted by reference to estimated undiscounted
future cash flows.

The recoverability of amounts shown is dependewinupe discovery of economically recoverable
mineral reserves, the ability of the Company tafice the development of the properties, and on the
future profitable production or proceeds from thispdsition thereof. An impairment loss is
recognized when the carrying value of those ass&seds its estimated net recoverable amount.

Stock-based Compensation

The Company uses the fair value method to accaunstbck options granted to directors, officers,
employees and non-employees. Accordingly, theviaine of the options at the date of grant is either
charged to operations or capitalized to exploratibdevelopment expenditures, as appropriate, with
an offsetting credit to contributed surplus, over vesting period of the option. If and when tloekt
options are exercised, the applicable amountsmitfiboited surplus are transferred to share capital.

Warrants

The Company uses the relative fair value methaattmunt for warrants issued pursuant to proceeds
from unit private placements. The fair value of tharrant is determined using the Black-Scholes

option pricing model, while fair value of the shaséased on the quoted market price on the date th

shares are issued. Proceeds from the issuanceitsfinnprivate placement are allocated on the

relatively to the proportion of the fair value ofwrant and fair value of share.

Asset Retirement Obligations

Asset retirement obligations are recognized ingeeod in which they are incurred if a reasonable
estimate of fair value can be determined. An astgement obligation is an existing legal obligati
associated with the permanent removal from sergifca long-lived asset, which results from the
acquisition, construction, development or normarapion of the asset. The obligation is measured at
fair value and is adjusted in subsequent periodsith accretion expense.

The associated asset retirement costs are capitali part of the carrying amount of the relatsétas
Estimating the costs of asset retirement obligati@guires extensive judgment about the nature and
timing of work to be carried out in view of presemtvironmental laws and regulations, and these
estimates are subject to considerable uncerta@tignges in these estimates could have a material
impact on our results of operation and financialifion.

Going Concern
The Company’s financial statements were preparegtaordance with Canadian generally accepted

accounting principles and on the basis of a gommrern assumption meaning the Company will be
able to realize its assets and discharge its ili@silin the normal course of operations. In asegss
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whether the going concern assumption is approprimnagement takes into account all available
information about the future, which is at leastt bot limited to, twelve months from the end of the
reporting period. Management is aware, in makisg@#sessment, of material uncertainties relating to
events or conditions that may cast significant dayion the entity’s ability to continue as a going
concern.

The financial statements do not include any adjasts1that might be necessary if the Company is
unable to continue as a going concern. If managensgemnsuccessful in securing capital, the
Company’s assets may not be realized or its ligdslidischarged at their carrying amounts and these
differences could be material.

FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS

The Company currently does not own, hold or have raaterial interest in, or liability associated
with, any derivative instruments.

DISCLOSURE OF INTERNAL CONTROLS

Management has established processes which ardada  provide them sufficient knowledge to
support management representations that they haeeciged reasonable diligence that (i) the
financial statements do not contain any untrueestant of material fact or omit to state a matddat
required to be stated or that is necessary to naalgatement not misleading in light of the
circumstances under which it is made, as of the dafand for the periods presented by the financial
statements; and (ii) the financial statementsyfgiresent all material respects the financial cimali
results of the operations and cash flows of the @omw, as of the date of and for the periods
presented by the financial statements.

In contrast to the certificate required under Matéral Instrument 52-109 Certification of Disclosu

in Issuer’'s Annual and Interim Filings (Ml 52-109ne Company utilizes the Venture Issuer Basic
Certificate which does not include representatiaiating to the establishment and maintenance of
disclosure controls and procedures (DC&P) and niatecontrol over financial reporting (ICFR), as
defined in MI 52-109. In particular, the certifyirggficers filing the Certificate are not making any
representations relating to the establishment asidtenance of:

i) controls and other procedures designed to prowidsanable assurance that information required to
be disclosed by the issuer its annual filings,rintdfilings or other reports filed or submitted w@nd
securities legislation is recorded, processed, sammed and reported within the time periods
specified in securities legislation; and

il) a process to provide reasonable assurancediegathe reliability of financial reporting and the
preparation of financial statements for externappsges in accordance with the issuer's GAAP. The
Company’s certifying officers are responsible fas@ring that processes are in place to provide them
with sufficient knowledge to support the represtote they are making in this certificate.

Investors should be aware that inherent limitationsthe ability of certifying officers of a venture

issuer to design and implement on a cost effedings DC&P and ICFR as defined in Ml 52-109
may result in additional risks to the quality, adlility, transparency and timeliness of interim and
annual filings and other reports provided undeusges legislation.

RISK MANAGEMENT

Overview
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The Company is engaged primarily in the minerall@ngpion field and accordingly it may be at risk
for environmental issues and fluctuations in comitygakicing relating to the mineral extraction and
exploration industry. The Company is subject tovproial and federal environmental regulations.
Management has designed procedures and policetale for environmental compliance however,
due to the diversity of environmental laws and tagjons, compliance at all times cannot be assured.

Although management has taken steps to verify tithe the properties on which it conducts
exploration and in which it has an interest, theseedures may not guarantee the Company’s title.
Property title may be at risk from unregisteredopragreements, unregistered claims, other land
claims and noncompliance with regulatory and emwitental requirements.

The Company has exposure to the following riskenfits use of financial instruments:

e Creditrisk
e Liquidity and funding risk
»  Market risk

The Board of Directors approves and monitors thle management processes.
Credit risk

Credit risk is the risk of loss associated with muparty’s inability to fulfill its payment oblig@ns.
The Company's exposure to credit risk is on itshcaghich consists of cash bank balances. The
Company manages the credit exposure related to lmas$iolding its funds with reputable financial
institutions. As of July 31, 2012, the Company’sximaum credit exposure for cash is the carrying
value of $152,393 (October 31, 2011 - $262,883).

Liquidity risk

Liquidity and funding risk is the risk that the Cpamy will not have sufficient capital to meet short
term operating requirements, after taking into aotahe Company’s holdings of cash and cash
equivalents.

As at July 31, 2012, the Company had working chpite$101,295 (October 31, 2011 — working
capital deficiency of $145,098). The Company Widive to raise additional capital through equity
financings to maintain its working capital.

In the case of cash deficits arising from explarattommitments and general operating budgets, the
Company will have to seek debt or equity financifigere are no assurances that such financing will
be available on terms acceptable to the Company.

Market risk

(a) Interest rate risk - Interest rate risk is the masising from the effect of changes in prevailing
interest rates on the Company’s financial instrusiefds at July 31, 2012, the Company was
not exposed to any significant interest rate risk.

(b) Equity price risk - The Company is exposed to prisk with respect to equity prices. Equity
price risk is defined as the potential adverse thmm the Company’s earnings due to
movements in individual equity prices or generalvaments in the level of the stock market.
The Company monitors individual equity movementd #re stock market to determine the
appropriate course of action to be taken by the gamy.
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(c) Commodity price risk - The Company is exposed tioceprisk with respect to commodity
prices. Changes in commodity prices will impact #monomics of development of the
Company. The Company monitors commodity pricesetieminine the appropriate course of
action to be taken by the Company.

(d) Foreign currency risk - The Company is not expasedny fluctuation in foreign exchange
rates because the Company does not hold any fodeiminated financial assets or liabilities.

CAPITAL MANAGEMENT
The Company considers its capital to include coreptsof shareholders’ equity.

The Company’s objectives in managing capital arenaintain adequate levels of funding to support
its expenditures arising from the Company’s investts; to safeguard the Company’s ability to
continue as a going concern in order to pursuestnvents and new projects of merit; and to maintain
corporate and administrative functions necessasupport the Company’s operations and corporate
functions.

The Company manages its capital structure and nakestments to it, based on the funds available
to the Company, in order to support the acquisijtierploration and development of mineral
properties. The Board of Directors does not esthbhjuantitative return on capital criteria for
management, but rather relies on the expertisehefGompany’s management to sustain future
development of the business.

The properties in which the Company currently hasnéerest are in the exploration stage; as such,
the Company is dependent on external financingnd fts activities. In order to carry out the pladn
exploration and pay for administrative costs, tleen@any will continue to assess its existing working
capital and raise additional amounts as needed Cbinepany will continue to assess new properties
and seek to acquire an interest in additional ptagseif it feels there is sufficient geologic or
economic potential and if it has adequate finarrgisburces to do so.

Management reviews its capital management approachn ongoing basis and believes that this
approach, given the relative size of the Compangeasonable.

There were no changes in the Company’s approadapidal management during the nine months
ended July 31, 2012.

INDUSTRY, ECONOMIC AND ENVIRONMENTAL RISK FACTORS A FFECTING
PERFORMANCE

As a mineral exploration company, the Company’$quarance is affected by a number of industry
and economic factors and exposure to certain emviemtal risks, and other regulatory requirements.
These have been detailed in the Company’s filisgestent available atww.sedar.conunder the
Company’s name.

RISKS AND UNCERTAINTIES
The operations of the Company are speculative dtiget high-risk nature of its business, which & th
identification, acquisition and exploration of miakproperties. The risks below are not the onlgson

facing the Company. Additional risks not currenkiyown to the Company, or that the Company
currently deems immaterial may also impair the Canys operations. The order in which the
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following risk factors appear does not necessagiject management’'s opinion of their order or
priority.

Limited Operating History

The Company has only recently commenced operatindshas no history of earnings. There are no
known commercial quantities of mineral reservestltemn Company’'s properties. The likelihood of
success of the Company must be considered in lkifhthe problems, expenses, difficulties,
complications and delays frequently encounteredcamnection with the establishment of any
business. The Company has limited financial ressurand there is no assurance that additional
funding will be available to it for further operais or to fulfill its obligations under applicable
agreements. There can be no assurance that theaigrogn generate revenues, operate profitably, or
provide a return on investment, or that it will sessfully implement its plans.

Exploration and Development Risks

Resource exploration and development is a speeeldiusiness, characterized by a number of
significant risks including, among other thingsptofitable efforts resulting not only from the faié

to discover mineral deposits but also from findimaneral deposits that, though present, are
insufficient in quantity and quality to return aofit from production. The marketability of minerals
acquired or discovered by the Company may be affleby numerous factors that are beyond the
control of the Company and that cannot be accyrgigtdicted, such as market fluctuations, the
proximity and capacity of milling facilities, ming@rmarkets and processing equipment, and such other
factors as government regulations, including reiguia relating to royalties, allowable production,
importing and exporting minerals and environmeptatection, the combination of which factors may
result in the Company not receiving an adequateérnedf investment capital. All of the claims to
which the Company has a right to acquire an intevethe claims which the Company has an interest
in are in the exploration stage only and are witleokinown body of commercial ore. Development of
the subject mineral properties would follow onlydf/orable exploration results are obtained.

The business of exploration for minerals and minmglves a high degree of risk. Few properties
that are explored are ultimately developed intodpoing mines. There is no assurance that the
Company’s mineral exploration and development #wd will result in any discoveries of
commercial bodies of ore. The long-term profitabilof the Company’s operations will in part be
directly related to the costs and success of ifdoeation programs, which may be affected by a
number of factors.

Substantial expenditures are required to estabtisérves through drilling and to develop the mining
and processing facilities and infrastructure at sitgy chosen for mining. Although substantial béaef
may be derived from the discovery of a major milieed deposit, no assurance can be given that
minerals will be discovered in sufficient quanstieo justify commercial operations or that funds
required for development can be obtained on a Vilbasis.

Lack of Availability of Resources

Mineral exploration requires ready access to miraggipment such as drills, and crews to operate
that equipment. There can be no assurance thatreschrces will be available to the Company on a
timely basis or at a reasonable cost. Failure tmiotthese resources when needed may result in
delays in the Company'’s exploration programs.

Requirement for Additional Financing
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The further development and exploration of the Canys projects depends upon the Company’s
ability to obtain financing through equity finanginjoint ventures, debt financing, or other means.
There is no assurance that the Company will beesséal in obtaining required financing as and
when needed.

Volatile markets for precious and base metals makenit difficult or impossible for the Company to

obtain equity financing or debt financing on favaeaterms or at all. Failure to obtain additional
financing on a timely basis may cause the Comparpostpone its development plans, forfeit rights
in some or all of its properties or reduce or tereé some or all of its operations.

Uninsurable Risks

The Company’s business is subject to a numberstbsrand hazards generally, including adverse
environmental conditions, industrial accidents,ol@bdisputes, unusual or unexpected geological
conditions, ground or slope failures, cave-ins,ngfes in the regulatory environment and natural
phenomena such as inclement weather conditionsdd$land earthquakes. Such occurrences could
result in damage to mineral properties or productazilities, personal injury or death, environnmagnt
damage to the Company’s properties or the propesfiethers, delays in mining, monetary losses and
possible legal liability.

Although the Company maintains insurance to proggainst certain risks in such amounts as it
considers to be reasonable, its insurance mayavetr @ll the potential risks associated with a ngni
company’s operations. The Company may also be analbhaintain insurance to cover these risks at
economically feasible premiums. Insurance coveragg not continue to be available or may not be
adequate to cover any resulting liability. Moreqgveisurance against risks such as environmental
pollution or other hazards as a result of exploratind production is not generally available to the
Company or to other companies in the mining ingustr acceptable terms. The Company might also
become subject to liability for pollution or othieazards which may not be insured against or which
the Company may elect not to insure against becafugeemium costs or other reasons. Losses from
these events may cause the Company to incur significosts that could have a material adverse
effect upon its financial performance and resultsperations.

Environmental Regulations, Permits and Licenses

The Company’s operations may be subject to enviemtah regulations promulgated by government
agencies from time to time. Environmental legisiatprovides for restrictions and prohibitions on
spills, releases or emissions of various substapceduced in association with certain mining
industry operations, such as seepage from taitliggsosal areas, which would result in environmental
pollution. A breach of such legislation may resalthe imposition of fines and penalties. In adfiti
certain types of operations require the submisarahapproval of environmental impact assessments.
Environmental legislation is evolving in a manneattmeans standards are stricter, and enforcement,
fines and penalties for non-compliance are moragent. Environmental assessments of proposed
projects carry a heightened degree of respongibitr companies and directors, officers and
employees. The cost of compliance with changesvegmental regulations has a potential to reduce
the profitability of operations.

The Company intends to comply fully with all enviroental regulations. The current or future

operations of the Company, including developmetitidies and commencement of production on its
properties, require permits from various federatvmcial and local governmental authorities, and
such operations are and will be governed by lawd aegulations governing prospecting,

development, mining, production, exports, taxedolm standards, occupational health, waste
disposal, toxic substances, land use, environmerédction, mine safety and other matters.
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Such operations and exploration activities are aldgject to substantial regulation under applicable
laws by governmental agencies that may require Gbenpany to obtain permits from various
governmental agencies. There can be no assuramweyér, that all permits that the Company may
require for its operations and exploration actgtiwill be obtainable on reasonable terms or on a
timely basis or that such laws and regulations miil have an adverse effect on any mining project
which the Company might undertake.

Failure to comply with applicable laws, regulatiprsd permitting requirements may result in
enforcement actions there under, including ordesadad by regulatory or judicial authorities causing
operations to cease or be curtailed, and may iecladrrective measures requiring capital
expenditures, installation of additional equipmemt,remedial actions. Parties engaged in mining
operations may be required to compensate thosersgfloss or damage by reason of mining
activities and may have civil or criminal finespenalties imposed for violations of applicable laws
regulations and, in particular, environmental laws.

Amendments to current laws, regulations and pergoigerning operations and activities of mining

companies, or more stringent implementation thereofild have a material adverse impact on the
Company and cause increases in capital expendiausr@soduction costs or reduction in levels of

production at producing properties or require abamtent or delays in the development of new
mining properties.

To the best of the Company’s knowledge, it is ofpegain compliance with all applicable rules and
regulations.

Mineral Exploration and Mining Carry Inherent Risks

Mining operations are subject to hazards normatigoentered in exploration, development and
production. These include unexpected geologicah&tions, rock falls, flooding, dam wall failure and
other incidents or conditions which could resuldemage to plant or equipment or the environment
and which could impact production throughput. Alibb it is intended to take adequate precautions to
minimize risk, there is a possibility of a materaverse impact on the Company’s operations and its
financial results.

Title Risks

Although the Company has exercised the usual dligedce with respect to determining title to

properties in which it has a material interestréhe no guarantee that title to such propertidsnet

be challenged or impugned. The Company's minerapgmnty interests may be subject to prior
unregistered agreements or transfers or native ¢daichs and title may be affected by undetected
defects. Surveys have not been carried out on BithedCompany's mineral properties in accordance
with the laws of the jurisdiction in which such pesties are situated; therefore, their existenak an
area could be in doubt.

Until competing interests in the mineral lands hdeen determined, the Company can give no
assurance as to the validity of title of the Comptanthose lands or the size of such mineral lands.

Aboriginal Land Claims
The Company’s mineral properties could become stilife aboriginal land claims to title, which
could adversely affect the Company’s title to itsgerties. While the Company actively consults with

all groups which may be adversely affected by tben@any’s activities, including aboriginal groups,
there can be no assurance that satisfactory agnteicen be reached.
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Competition

The mining industry is intensely competitive in iédl phases, and the Company competes with other
companies that have greater financial resourcegemthical facilities. Competition could adversely
affect the Company’s ability to acquire additiosaltable properties or prospects in the future.

Management

The success of the Company is currently largelyeddpnt on the performance of its board and senior
management. The loss of the services of these memidl have a materially adverse effect on the

Company’s business and prospects. There is noaagsuthe Company can maintain the services of
its board and management or other qualified perdomuired to operate its business. Failure to do
so could have material adverse affect on the Cognpad its prospects.

Metal Prices are Volatile

The mining industry is intensely competitive anérthis no assurance that, even if commercial
guantities of a mineral resource are discovergapfitable market will exist for the sale of therea
There can be no assurance that metal prices wsubhk that the Company’s properties can be mined
at a profit. Factors beyond the control of the Campmay affect the marketability of any minerals
discovered. Metal prices are subject to volatilegrchanges from a variety of factors including
international economic and political trends, expgohs of inflation, global and regional demand,
currency exchange fluctuations, interest ratesggololl or regional consumption patterns, specudativ
activities and increased production due to improweaing and production methods. The supply of,
and demand for, the Company'’s principal productsexploration targets, gold, copper and silver, is
affected by various factors, including politicakats, economic conditions and production costs.

Infrastructure

Mining, processing, development and exploratiorivdids depend, to one degree or another, on
adequate infrastructure. Reliable roads, bridgesyep sources and water supply are important
determinants which affect capital and operatingszodnusual or infrequent weather phenomena,
terrorism, sabotage, government or other interfs¥eim the maintenance or provision of such
infrastructure could adversely affect the Compargperations, financial condition and results of
operations.

Conflict of Interests

Certain of the directors and officers of the Comypare directors or officers of, or have significant
shareholdings in, other mineral resource compaanes to the extent that such other companies may
participate in ventures in which the Company mayigipate or may wish to participate, the directors
of the Company may have a conflict of interest @gatiating and concluding terms respecting the
extent of such participation. Such other companey also compete with the Company for the
acquisition of mineral property rights.

In the event that any such conflict of interessesi a director or officer who has such a conflidit
disclose the conflict to a meeting of the directofsthe Company and, if the conflict involves a
director, the director will abstain from voting for against the approval of such a participation or
such terms. In appropriate cases, the Companyesiliblish a special committee of independent
directors to review a matter in which several divex; or management, may have a conflict. From
time to time, several companies may participatéhan acquisition, exploration and development of
natural resource properties thereby allowing thearticipation in larger programs, permitting
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involvement in a greater number of programs andied financial exposure in respect of any one
program.

It may also occur that a particular company wikigs all or a portion of its interest in a parteul
program to another of these companies due to thendial position of the company making the
assignment. In accordance with the provisions efBhsiness Corporations Act (British Columbia),
the directors and officers of the Company are meglio act honestly and in good faith, with a view
the best interests of the Company.

In determining whether or not the Company will dpate in a particular program and the interest
therein to be acquired by it, the directors wilinmarily consider the potential benefits to the
Company, the degree of risk to which the Company beaexposed and its financial position at that
time.

Key Personnel

Recruiting and retaining qualified personnel igical to the Company’s success. The number of
persons skilled in the acquisition, exploration aleyelopment of mining properties is limited and
competition for such persons is intense. As the @y's business activity grows, it will require
additional key financial, administrative, miningarketing and public relations personnel as well as
additional staff on the operations side. Although Company believes that it will be successful in
attracting and retaining qualified personnel, thee be no assurance of such success.

Operations Dependent on Revenues and Financings

The continued operation of the Company will be deleat upon its ability to generate operating
revenues and to procure additional financing. Tlearebe no assurance that any such revenues can be
generated or that other financing can be obtailiede Company is unable to generate such revenues
or obtain such additional financing, any investmianthe Company may be lost. In such event, the
probability of resale of the shares purchased wbaldiminished.

OTHER MD&A REQUIREMENTS

ADDITONAL DISCLOSURE FOR VENTURE ISSUERS WITHOUT SI GNIFICANT
REVENUE

Additional disclosure concerning Shield Gold's gaheand administrative expenses and resource
property costs is provided in the Compan$tatement of Loss, Comprehensive Loss and Defidit a
Schedule of Resource Prope@gstscontained in its audited Financial StatementsHeryears ended
October 31, 2011 and 2010 which is available orelSts SEDAR Page Site accessed through
www.sedar.com

RECENT ACCOUNTING PRONOUNCEMENTS

As at October 1, 2012, the IASB and IFRIC has idghe following new and revised standards and
interpretations which are not yet effective for thevant reporting periods:

» |AS 1 Presentation of financial statementas amended to require entities to group
items within other comprehensive income that maydutassified to profit or loss.
This standard is effective for annual periods beigig on or after July 1, 2012.

 |IFRS 7 Financial instrument — disclosur&vas amended to require additional
disclosure in respect of risk exposures arisingifteansferred financial assets. This
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amendment is effective for annual periods beginndmgor after July 1, 2011.
Additional amendment also provides guideline ondligibility criteria for offsetting
assets and liabilities as a single net amount énstiatement of financial position.
This amendment is effective for annual periods mgigiy on or after January 1,
2013.

IFRS 9 Financial instrumentswas issued in November 2009 and addresses
classification and measurement of financial asseteplaces the multiple category
and measurement models in IAS FWpancial instruments — Recognition and
Measurementfor debt instruments with a new mixed measurenmeadlel having
only two categories: amortized cost and fair vatumugh profit and loss. IFRS 9
also replaces the models for measuring equity ungnts. Such instruments are
either recognized at fair value through profit osd or at fair value through other
comprehensive income. Where equity instrumentsresasured at fair value through
other comprehensive income, dividends are recognipeofit or loss to the extent
that they do not clearly represent a return of stwent; however, other gains and
losses (including impairments) associated with suobtruments remain in
accumulated comprehensive income indefinitely. Reqents for financial
liabilities were added to IFRS 9 in October 201@ dmey largely carried forward
existing requirements in IAS 39 except that failueachange due to credit risk for
liabilities designated at fair value through prdafitd loss are generally recorded in
other comprehensive income. This standard is éffector all annual periods
beginning on or after January 1, 2015.

IAS 32 Financial instrument — presentatiamas amended to address inconsistencies
in current practice when applying the offsettingtecia in IAS 32. Under this
amendment, the meaning of “currently has a legalfiprceable right of set-off” was
clarified as well as providing clarification thairse gross settlement systems may be
considered equivalent to net settlement. This amend is effective for annual
periods beginning on or after January 1, 2014.

IFRS 13 Fair Value Measuremenis a comprehensive standard for fair value
measurement and disclosure requirements for usssall IFRS standards. The new
standard clarifies that fair value is the price thiauld be received to sell an asset, or
paid to transfer a liability, in an orderly transan between market participants at
the measurement date. It also establishes disel@sbrout fair value measurement.
Under existing IFRS, guidance on measuring andatisty fair value is dispersed
among the specific standards requiring fair vallmasarements and in many cases
does not reflect a clear measurement basis orstensidisclosures. This standard is
effective for annual periods beginning on or aff@anuary 1, 2013 with early
adoption permitted.

IFRS 10 ConsolidationFRS 10 requires an entity to consolidate anstee when

it is exposed, or has rights, to variable returosifits involvement with the investee
and has the ability to affect those returns throitgipower over the investee. Under
existing IFRS, consolidation is required when atitgmas the power to govern the
financial and operating policies of an entity so tasobtain benefits from its
activities. IFRS 10 replaces SIC-12, Consolidati@pecial Purpose Entities and
parts of IAS 27, Consolidated and Separate Finhrgiatements. IFRS 10 is
effective for annual periods beginning on or aft@nuary 1, 2013. Earlier application
is permitted.
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* |IFRS 11 -- Joint Arrangement$FRS 11, Joint arrangements, was issued by the
IASB in May 2011. IFRS 11 is a new standard whichukes on classifying joint
arrangements by their rights and obligations rathen their legal form. Entities are
classified into two groups: parties having righdighe assets and obligations for the
liabilities of an arrangement, and rights to the amsets of an arrangement. Entities
in the former case account for assets, liabilitiegenues and expenses in accordance
with the arrangement, whereas entities in therlatise account for the arrangement
using the equity method. IFRS 11 is effective fanaal periods beginning on or
after January 1, 2013. Earlier application is péedi

* IFRS 12 -- Disclosure of Interest In Other Entiti#SRS 12, Disclosure of Interests
in Other Entities, was issued by the IASB in MayL20IFRS 12 is a new standard
which provides disclosure requirements for entitteporting interests in other
entities, including joint arrangements, specialpse vehicles, and off balance sheet
vehicles. IFRS 12 is effective for annual periodgibning on or after January 1,
2013. Earlier application is permitted

OUTLOOK

The Company expects to obtain financing in therturimarily through further equity financing, as
well as through other means in order to furtherl@epits mineral properties. There can be no
assurance that the Company will succeed in obgimidditional financing, nor or in the future.
Failure to raise additional financing on a timelgsts could cause the Company to suspend its
operation and eventually to forfeit or sell itsargst in its resources properties.

APPROVAL

The Board of Directors of the Company has apprdiieddisclosures contained in this MD&A upon
recommendation of the Audit Committee.

OFFICERS AND DIRECTORS
As of the date hereof the current officers andatines of the Company are:

Howard Sinclair-Jones — President, CEO and Director
Paul Ankcorn — CFO and Director
Paul Ferguson — Corporate Secretary and Director
John Siriunas — Director and Chairman of the Badifdirectors
Larry Harrison — Director
John Siriunas is the Qualified PermrShield Gold Inc.

DISCLOSURE OF OUTSTANDING SECURITIES AS AT OCTOBER 1, 2012

Outstanding common shares 24,303,236

Share purchase warrants 4,685,000

Brokers warrants 98,000 (exercisable into one comshare and one warrant)
Stock options 2,165,454

Fully diluted 31,349,780
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