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Aerial view of Table Mountain mill site

Hawthorne Gold Corp. is a Canadian-based gold exploration
and development company with key properties located in
British Columbia, Canada.

Hawthorne's goal is to become a junior gold producer by
working towards production at Table Mountain in late 2009
and continued resource development at the Frasergold

and Taurus deposits.




REPORT TO SHAREHOLDERS

We are pleased to present the Hawthorne Gold annual report for 2008.

In the midst of turbulent global investment markets, the gold market has demonstrated great resilience through 2008.
Over the past year, Hawthorne has worked hard to reach significant milestones to assist in the goal of advancing the
Company towards becoming a gold producer. Most notably, the Company acquired the Table Mountain and Taurus gold
projects in the Cassiar Gold Camp, located in north-central British Columbia and was successful in raising approximately
$17.7 million in 2008.

During the year, Hawthorne also strengthened its senior management team. Michael Petrina, P. Eng. MBA, was
appointed as Vice President Mining and brings 25 years in the mining industry and extensive experience in operations,
engineering, mine development, financial modeling and acquisition analysis. John Dadds took on the role of Exploration
Manager, and has 30 years of exploration experience, most recently from Barrick Gold's Eskay Creek gold mine in north-
central British Columbia. A new key team member was appointed to the Board of Directors, Dale A. Sketchley, P.Geo.,
who brings over 30 years of exploration and geological modelling experience.

The Company's most advanced project, Table Mountain, is a high-grade gold mine that includes a 300 ton (270 tonne)
per day permitted mill and tailings pond, and approximately 25 kilometres of underground infrastructure. Hawthorne
completed a 15-hole diamond drill exploration program at Table Mountain totalling 2,536 metres, and subsequent to
year end received encouraging assay results. The Cassiar Gold Camp also includes the Taurus Project, which contains a
large-tonnage, low-grade gold deposit. Subsequent to year end, the Company acquired the remaining 70 percent inter-
est in the deposit, and now can move forward with its strategic exploration and development plan in and around the
deposit, and the evaluation for high-grade mineralized zones within the deposit.

At the Frasergold property, the Company completed a 58-hole diamond drill program totalling approximately 10,405
metres. To date, Hawthorne's drilling campaigns have demonstrated that mineralization does continue to depth and also
has extended the known width of the mineralized zone.

Hawthorne has developed a dynamic business plan, assembled a strong
operational and technical team and is confident that the Table
Mountain deposit provides the platform for becoming a junior gold
producer.

Hawthorne continues to evaluate gold projects which are at or near to
production and that could add to shareholder value.

Hawthorne appreciates the support of its many shareholders, and we
look forward to 2009 as a year of continued growth for the Company.

Richard Barclay Michael Beley
President & CEO Chairman

Richard Barclay
President & CEO
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Michael Beley
Chairman
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CASSIAR GOLD BELT,
BRITISH COLUMBIA

TABLE MOUNTAIN

The Table Mountain gold mine is a high-grade, underground operation
located in north central B.C. The historic mining operations and placer
gold mining produced close to 500,000 ounces of gold.

_ Numerous small mines at Table Mountain processed high-grade ore

bl : since 1934. This was followed in the early 1980s by larger-scale mining
and processing, first as the Erickson gold mine, then the Cusac gold
mine. During this period, 13 portals were opened to access the wide
spread gold mineralization.

The permitted mining and milling operation at Table Mountain has

been on care and maintenance since October 2007, and comprises a
In 2008, Hawthorne added two quality 300 ton (270 tonne) per day flotation mill, power plant, assay labora-
gold projects: Table Mountain gold mine tory and tailing impoundment facility.

and the Taurus gold deposit. . o o .
Gold mineralization at Table Mountain is hosted in a greenstone quartz

Hawthorne now controls 100% of a carbonate gold system that is typical of some of Canada’s largest gold
56,300-hectare property package on the camps, including Timmins, Kirkland Lake and Val d'Or.

Cassiar Gold Belt. . ) .
Hawthorne plans an aggressive exploration program commencing May

2009, comprising 8,000 to 10,000 metres of diamond drilling, along
with trenching, mapping and soil sampling.
Current resource table

Indicated Inferred
Grade Contained Au Grade Contained Au
Cassiar Gold Camp Tonnes g/t Au Kg Oz Tonnes g/t Au Kg Oz
East Bain @ 20,101 21.21 426.37 13,708 1,158 68.57 79.38 2,552
Taurus @ - - - - 33,055,000 0.99 32,829.72 1,055,500
Total 20,101 21.21 426.37 13,708 33,056,158 1.00 32,909.10 1,058,052

™ Update of Technical Report on the Table Mountain Property, Liard Mining District, BC on the Table Mountain Property prepared by
Beacon Hill Consultants (1988) Ltd. - June 1, 2008. For 68.57 g/tonne cut values, individual assays greater than 68.57 g/tonne Au
are cut to 68.57 g/tonne Au.

@ A newly updated NI 43-101 report (Wardrop Engineering Inc. — Updated Resource Report on the Taurus Deposit — Liard Mining
District, BC - dated March 11, 2009) regarding the Taurus Property is available on www.sedar.com. Taurus NI 43-1017 resource
estimate conversion equates to 33.055 million tonnes at 0.99 g/t Au. This uses a cut-off grade of 0.50 g/t Au.

; ; 2 P
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TAURUS

The Taurus project is a large tonnage, low-grade gold deposit located north of the Table Mountain mine. It is a former
producer and has been explored for approximately 25 years. Taurus is an advanced stage exploration target that hosts
an inferred resource of 1.055 million ounces of gold. This NI 43-101 compliant resource estimate, which was recently
updated in a March 2009 NI 43-101 Technical Report, comprises 33.1 million tonnes at an average grade of 0.99 g/t Au,
using a cut-off grade of 0.50 g/t Au.

A former high-grade, small underground gold mine, the Taurus deposit was actively operated in the early 1950s and
again in the early 1980s. The high-grade areas were eventually abandoned and attention turned to a large low-grade
mineralized zone, where approximately 370 holes have been drilled.

The Company is actively modelling the historical and recent data of the Taurus deposit to fully evaluate the potential of
the high-grade mineralized zones, and to determine the Company's action plan going forward for the project.

Cassiar Gold Property

A Underground Partal
- Hawthome Gald Terures

e Access Roads

Horizon

East Bain Zone 2008 Drill Plan
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The optioned Frasergold property is
located in the historic Quesnel Trough
area of central British Columbia. A
combination of quartz veins and knotted
phyllites host gold mineralization
containing coarse free gold and finer
grained sulphide bearing gold. This
distinct mineralization can be traced
north to Horsefly Lake and on to the
Spanish Mountain area.

FRASERGOLD, BRITISH COLUMBIA

Historic and current work on the Frasergold claims totals approximately
50,000 metres of drilling, and 298 metres of underground drifting in
the Main Zone. The underground access allowed the extraction of
eleven 200 kilogram bulk samples for metallurgical testing.

Hawthorne's 2008 exploration program consisted of:

58 NQ2 diamond drill holes for a total of 10,405 metres

e Sampling of five geochemical soil grids, as well as regional

stream and chip sampling

e Extensive regional mapping program

e Continued environmental baseline studies

Exploration efforts continue to encounter mineralization at depth, up
dip and along strike. Hawthorne's plan is to complete a resource
estimate of the Main Zone, which is located within a ten kilometre long
mineralized zone.

Michael Petrina, P. Eng., the Company's Vice President of Mining and a
Qualified Person as defined by National Instrument (“NI") 43-101, has
reviewed and approved the technical information disclosed in this Annual

Report.
Frasergold 2008 Drill Plan
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ENVIRONMENTAL & SOCIAL RESPONSIBILITY

Hawthorne's environmental commitment is based on the principles of
sustainable development by operating responsibly and using resources
efficiently to incorporate a high quality of environmental management.

As a corporate member of both the Mining Association of British Columbia
(MABC) and of the Association for Mineral Exploration of British Columbia
(AME BC), Hawthorne is committed to the environmental policies, stan-
dards, and best practices as promoted by these organizations. Hawthorne
employees actively participate in various committees of these organiza-
tions to maintain a high level of awareness of any new developments.

This commitment will facilitate Hawthorne's goal to foster the growth and
success of the communities where the Company operates, to become a
leader in environmental and social responsibility, and to achieve safety
within a rewarding workplace.

Exploring Responsibly

All of the Company's exploration projects are planned and operated to
minimize the impact on the environment and, where possible, to employ
local community members. Hawthorne will focus resources to achieve
shareholder profitability from all projects without neglecting the commit-
ment to sustainable development. This will result in respect to the needs
and the culture of local communities and a commitment to the protection
of life, health and the environment for present and future generations.

HAWTHORNE GOLD CORP.

Hawthorne recognizes the importance of
the local First Nations communities, and
to this end Hawthorne has formally
recognized the existing Table Mountain
Memorandum of Understanding (MOU)
with the Dease River Band Council, a
member of the Kaska Dena Council.
Communication and meetings have been
ongoing with the Dease River Band
Council located at Good Hope Lake, BC.

This relationship is anticipated to evolve
and grow in conjunction with the Taurus
project, and with the Table Mountain
operation.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

This discussion and analysis of financial position and results of operations is prepared as at March 27, 2009, and, where
necessary, should be read in conjunction with the audited consolidated financial statements of Hawthorne Gold Corp.
("Hawthorne" or the “Company") for the year ended November 30, 2008. Those financial statements have been pre-
pared in accordance with Canadian generally accepted accounting principles. All dollar figures included therein and in
the following management discussion and analysis (“MD&A") are quoted in Canadian dollars. Additional information
relevant to the Company'’s activities can be found on SEDAR at www.sedar.com.

OVERVIEW

The Company is engaged in the exploration and development of mineral properties in British Columbia, Canada. The
Company is currently listed on the TSX Venture Exchange under the symbol “HGC", and on the Grey Sheets in the
United States under the symbol “HWTHF".

MINERAL PROPERTY INTERESTS

Hawthorne currently has three gold projects located in British Columbia, Canada. The Company controls 100% of the
Cassiar Gold Camp projects — Table Mountain and Taurus, and also has an option to acquire up to 60% of the Cariboo
Gold Camp project — Frasergold.

On April 15th, 2008, the Company completed the acquisition of Cusac Gold Mines Ltd., and thus gained control of the
Cassiar Gold Camp in north-central British Columbia. On December 23rd, 2008, the Company acquired the remaining
70% interest (46 claims) in the Taurus Deposit.

Michael Petrina, P.Eng., the Company's Vice President of Mining and a Qualified Person as defined by National
Instrument (“NI") 43-101, has reviewed and approved the technical information contained in this MD&A.

Cassiar Gold Property

Table Mountain, British Columbia

The Table Mountain gold mine is a high-grade underground gold operation located along the north-south provincial
Highway 37 in northern British Columbia. The Table Mountain processing and support facilities consist of a 300 ton (270
tonne) per day gravity flotation mill, power plant and permitted tailing impoundment facility. The Company controls a
total of 56,300 hectares around the existing property area, which has consolidated the Cassiar Gold Camp under one
common ownership. In 2008, Hawthorne completed a 2,536 metre diamond drill program, a property-wide geophysical
survey and reconnaissance program, general underground rehabilitation work, and the establishment of the Cassiar min-
ing camp in preparation for the 2009 season. The Company plans to undertake a geological reconnaissance program in
2009, including an 8,000 to 10,000 metre diamond drill program, in anticipation of commencement of production in the
latter part of 2009.

Taurus, British Columbia

The Taurus deposit, an advanced stage exploration and development project, is located approximately eight kilometres
from the Table Mountain gold mine along the main access road to the town of Cassiar, BC. The site of a former high-
grade underground gold mine, the Taurus deposit was explored by previous operators for a large scale large tonnage
open pit scenario, where over 370 drill holes have been completed to date. The deposit, located within the Cassiar Gold
Camp, hosts an inferred resource of 1.055 million ounces of gold consisting of 33.1 million tonnes at an average grade of
0.99 g/t Au using a cutoff grade of 0.50 g/t Au (refer to NI 43-101 technical report titled, “Updated Resource Report on
the Taurus Project — Liard Mining District, B.C.," dated March 11, 2009 and prepared by Thomas C. Stubens and Morinus
Andre de Ruijter of Wardrop Engineering Incorporated, filed at www.sedar.com on March 11, 2009).
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Frasergold, British Columbia

The Frasergold Property, optioned from Eureka Resources Inc., is located in the Cariboo Gold Camp, situated in the his-
toric Quesnel Trough area of central British Columbia and has a long history of continued exploration since the 1970s.

In 2008, Hawthorne completed a 10,405 metre diamond drill program, a soil sampling program, and a reconnaissance
exploration exercise. Total drilling on the property now exceeds 50,000 metres to date, including work from 2007 and in
the 1980s and 1990s. The 2008 exploration program focused on the two kilometre Main Zone, and the property remains
to be tested at depth, up dip and along strike. The goal is to gain a better understanding of the size and potential of the
deposit and define a NI 43-101 compliant gold resource estimate within the Main Zone.

The total land position, totalling 11,293 hectares or 41 claims, consists of options agreements with Eureka Resources Inc.,
Dajin Resources Corp., and two private individuals.

SELECTED FINANCIAL INFORMATION

November 30, November 30, November 30,

2008 2007 2006

$ $ $

Total revenues - - -
Net loss (1,807,600) (596,822) (2,025)
Net loss per share — basic and diluted (0.07) (0.06) (0.00)
Total assets 35,409,647 8,471,116 317,118
Total long-term financials liabilities 1,196,846 311,539 -

Cash dividends declared per share - - -

The Company optioned its first mineral exploration project in mid 2006 and saw its operating expenses and assets
increase since that time. The Company's total assets increased considerably during the year ended November 30, 2007 as
the Company capitalized expenditures on its exploration and development projects and during the year ended November
30, 2008, the Company'’s assets increased due to the acquisition of Cusac Gold Mines Ltd. (“Cusac”) and expanded
exploration programs on its properties. The Company expects to increase its exploration and development activities for
the foreseeable future and expects its losses to increase as a result.

RESULTS OF OPERATIONS
Results of Operations for the year ended November 30, 2008 and 2007

Expenses

Total operating expenses were $1,758,601 for the year ended November 30, 2008, compared to $749,200 for the com-

parative year, for an increase of $1,009,401. The Company's expenses increased in all cost categories between the years

as a result of its ongoing work programs, the closing of the acquisition of Cusac versus the prior year when the Company
had just one work program and went public via an initial public offering.

During the year ended November 30, 2008, the Company incurred $299,218 in rent and office expenses as compared to
$81,677 in the previous year for such expenses. The Company moved to larger office facilities in the current year as
compared to the comparative period when the Company had its first full year of operations. During the year ended
November 30, 2008, the Company incurred $395,067 in investor relations expenses in efforts to provide exposure of the
Company in the financial community as compared to $88,893 in the comparative period when the Company went public.
Wages and benefit expenses increased to $366,978 for the year ended November 30, 2008 as compared to $77,944 in
such expenses in the comparative period. The Company hired additional staff in the last year and the Company’s senior
officers received market wages in the current period as compared to reduced wages in the initial year of operations

Net Loss

The Company recorded a net loss of $1,807,600 for the year ended November 30, 2008, compared with a net loss of
$596,822 in the prior year. Included in the current net loss is a write down of $207,522 from the impairment of the
Company's Carruthers Pass mineral property.
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SUMMARY OF QUARTERLY RESULTS

Nov 30 Aug 31 May 31 Feb 29 Nov 30 Aug 31 May 31 Feb 28
2008 2008 2008 2008 2007 2007 2007 2007
$ $ $ $ $ $ $ $

Total revenues - - - - - - _ _
Net loss (589,562) (487,225) (391,113) (339,700) (278,338) (213,937) (100,316) (4,231)
Net loss per share

— basic and diluted  (0.01) (0.02) (0.02) (0.02) (0.03) (0.02) (0.01) (0.00)

The Company's expenses and net losses have increased quarter over quarter as the Company advanced its business plan
of acquiring exploration and development projects. The Company expects its expenses to increase in the coming quarters
as it undertakes its exploration and development plans.

LIQUIDITY

The Company'’s cash and short term investments decreased to $96,311 and $2,100,000, respectively, at November 30,
2008 from $1,203,151 and $1,546,486 in the previous year. The Company's working capital was $810,477 as at
November 30, 2008, compared to working capital of $2,272,034 as at November 30, 2007.

During the year ended November 30, 2008, the Company used $13,893,024 of its cash on its mineral properties, includ-
ing $3,000,000 cash payments for the Taurus project, as compared to $2,924,177 during the comparative period. The
Company expects to incur additional expenditures on its mineral properties in the coming year, primarily resource devel-
opment and pre-production work at Table Mountain.

The Company has funded its operations from equity financings and during the year ended November 30, 2008, the
Company raised net proceeds of $16,443,780 from the issuance of capital as compared to $6,996,023 in the previous
year.

CAPITAL RESOURCES

Subsequent to the year ended November 30, 2008, the Company closed three private placements for gross proceeds of
$7,365,000. The private placements consisted of 5,397,619 flow-through shares priced at $0.21 per share and
20,771,666 units at $0.30 per share. Each unit consists of one common share and one-half of a transferable share pur-
chase warrant. Each whole warrant will entitle the holder thereof to purchase one common share at a price of $0.40 per
common share for a period of 12 months following closing.

To keep the Company’s mineral claims in good standing, the Company is required to make cash payments and fulfill
work program expenditures. The Company has a capital lease for the purchase of a permanent camp with total commit-
ments of $335,138 and a mortgage of $338,509 relating to land and buildings. The camp, land and buildings are all
related to the Cassiar project. As at November 30, 2008, the Company has a commitment to spend $2,157,500 of flow
through eligible expenditures by December 31, 2009.

FOURTH QUARTER ANALYSIS

During the fourth quarter ended November 30, 2008, the Company incurred a net loss of $589,562 as compared to
$278,338 during the fourth quarter ended November 30, 2007. The current fourth quarter loss includes a write down of
$207,522 from the impairment of the Company's Carruthers Pass mineral property.

TRANSACTIONS WITH RELATED PARTIES
During the year ended November 30, 2008, the Company paid rent of $28,000 (2007 - $36,000) to a company with
common officers and directors.

Included in current liabilities at November 30, 2008, was $205,852 (2007 - $4,330) payable to related parties which is
non-interest bearing, unsecured and has no fixed terms of repayment.

The amounts charged to the Company for the services provided have been determined by negotiation among the par-
ties. These transactions were in the normal course of operations and were measured at the exchange value, which repre-
sented the amount of consideration established and agreed to by the related parties.
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DISCLOSURE OF OUTSTANDING SHARE DATA
The following details the share capital structure as of the date of this MD&A.

Number of Number
Expiry date Exercise price Securities Of Shares
Common shares 73,912,347
Share purchase options: May 4, 2009 $4.18 15,789
September 5, 2009 $3.04 26,316
October 2, 2009 $1.60 20,000
April 25, 2012 $0.60 1,016,700
July 22, 2012 $1.60 78,000
October 2, 2012 $1.60 50,000 1,206,805
Share purchase warrants: April 17, 2009 $1.75 382,434
April 23, 2009 $0.60 314,625
April 25, 2009 $1.75 17,677
June 20, 2009 $2.25 937,500
July 12, 2009 $1.75 1,642,188
November 13, 2009 $0.30 825,125
December 1, 2009 $0.30 211,167
December 17, 2009 $0.30 133,000
February 27, 2010 $0.40 11,753,108
April 17, 2010 $2.25 1,721,503 17,938,327
93,057,479

CHANGES IN ACCOUNTING POLICIES INCLUDING INITIAL ADOPTION

Effective December 1, 2007, the Company adopted the following accounting standards issued by the Canadian Institute
of Chartered Accountants (“CICA"). These accounting standards were adopted on a prospective basis with no restate-
ment to prior period financial statements.

a) Capital Disclosure (Section 1535)
This standard requires disclosure of the Company's objectives, policies and processes for managing capital, quantita-
tive data about what the Company regards as capital and how it is managed. The standard seeks to determine
whether the Company has complied with capital requirements and if not, the consequences of such non-compliance
(Note 13).

b) Financial Instruments — Disclosure (Section 3862)
In accordance with this standard, the Company is required to disclose the significance of financial instruments to the
Company's financial position and performance as well as the nature and extent of risks arising from those financial
instruments to which the Company is exposed (Note 12).

¢) Financial Instruments — Presentation (Section 3863)
This standard requires classification of Company's financial instruments between liabilities and equity, classification of
related interest, dividends, losses and gains, as well as the offsetting of financials assets and financial liabilities.

The adoption of these standards had no impact on the results of operations or financial conditions of the Company.
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CAUTIONARY STATEMENT

This MD&A may contain “forward looking statements” that reflect the Company’s current expectations and projections
about its future results. When used in this MD&A, words such as “estimate”, “intend"”, "expect”, "anticipate” and simi-
lar expressions are intended to identify forward-looking statements, which, by their very nature, are not guarantees of
the Company's future operational or financial performance, and are subject to risks and uncertainties and other factors
that could cause the Company's actual results, performance, prospects or opportunities to differ materially from those
expressed in, or implied by, these forward-looking statements. These risks, uncertainties and factors may include, but are
not limited to: unavailability of financing, unfavourable studies regarding the Company’s projects, fluctuations in the
market valuation for metal prices, difficulties in obtaining required approvals for the development of a mine and other

factors.

Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date
of this MD&A or as of the date otherwise specifically indicated herein. Due to risks and uncertainties, including the risks
and uncertainties identified above and elsewhere in this MD&A, actual events may differ materially from current expec-
tations. The Company disclaims any intention or obligation to update or revise any forward-looking statements, whether
as a result of new information, future events or otherwise.
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AUDITORS" REPORT

To the Shareholders of Hawthorne Gold Corp.

We have audited the consolidated balance sheets of Hawthorne Gold Corp. as at November 30, 2008 and 2007 and the
consolidated statements of operations and deficit and cash flows for the years then ended. These financial statements are
the responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the
Company as at November 30, 2008 and 2007 and the results of its operations and its cash flows for the years then
ended in accordance with Canadian generally accepted accounting principles.

“DAVIDSON & COMPANY LLP"

Vancouver, Canada Chartered Accountants

March 16, 2009
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CONSOLIDATED BALANCE SHEETS

as at November 30, 2008 and 2007

ASSETS

Current assets
Cash and cash equivalents
Short term investments
Accounts receivables
Prepaid expenses
Mine supplies inventory

Reclamation bonds
Property, plant and equipment (Note 5)
Mineral properties (Note 6)

LIABILITIES

Current liabilities
Accounts payable and accrued liabilities
Due to related parties (Note 9)
Short term loan
Capital lease obligation — current (Note 8)
Mortgage payable — current (Note 5(a))

Capital lease obligation (Note 8)
Mortgage payable (Note 5(a))
Asset retirement obligation (Note 6)

SHAREHOLDERS' EQUITY
Share capital (Note 7)
Contributed surplus (Note 7(f))
Deficit

Nature and continuance of operations (Note 1)

Commitments and contingencies (Note 15)
Subsequent events (Note 16)

2008

96,311
2,100,000
148,133
67,931
52,615

2,464,990

324,444
1,974,326
30,645,887

35,409,647

1,069,155
205,852
170,500
135,042

73,964

1,654,513
200,096
264,545
732,205

2,851,359

29,868,795
5,095,940
(2,406,447)

32,558,288
35,409,647

The accompanying notes are an integral part of these consolidated financial statements.

Approved by the Board:

Director

HAWTHORNE GOLD CORP.

Director

2008 ANNUAL REPORT

2007

1,203,151
1,546,486
179,747
230,958

3,160,342

20,000
1,139,683
4,151,091

8,471,116

719,610
4,330

164,368

888,308
289,360

22,179
1,199,847

5,717,692
2,152,424
(598,847)

7,271,269
8,471,116



CONSOLIDATED STATEMENTS OF OPERATIONS & DEFICIT

For the years ended November 30, 2008 and 2007

2008 2007
$ $
Administrative expenses
Amortization 21,310 7,508
Accretion of asset retirement obligation 24,066 -
Bank charges and interest 72,122 36,672
Filing fees and transfer agent 45,796 13,849
Investor relations 395,067 88,893
Professional fees and consulting 133,157 37,807
Rent and office expenses 299,218 81,677
Shareholder information 112,923 13,011
Stock-based compensation (Note 7(d)) 244,061 367,498
Travel and entertainment 43,903 24,341
Wages and benefits 366,978 77,944
Loss before other income (expenses) and income taxes (1,758,601) (749,200)
Other income (expenses)

Interest income 158,523 101,378
Write-off of mineral property interests (Note 6) (207,522) -
Loss before income taxes (1,807,600) (647,822)
Future income tax recovery (Note 10) - 51,000
Loss and comprehensive loss for the year (1,807,600) (596,822)
Deficit, beginning of the year (598,847) (2,025)
Deficit, end of the year (2,406,447) (598,847)
Basic and diluted loss per common share (0.07) (0.06)
Weighted average number of shares outstanding 24,674,460 10,793,796

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF

For the years ended November 30, 2008 and 2007

Cash provided by (used for)
Operating activities
Loss for the year
Items not involving cash:
Amortization
Accretion of asset retirement obligation
Stock-based compensation
Write-off of mineral property interests
Future income tax recovery
Net changes in non-cash working capital
Accounts receivables
Prepaid expenses
Accounts payable and accrued liabilities
Due to related parties

Net cash used in operating activities
Investing activities
Cash acquired from Cusac Gold Mines Ltd.
Property, plant and equipment
Mineral properties
Short term investments
Reclamation bonds
Net cash used in investing activities
Financing activities
Proceeds from shares issued, net of issue costs
Proceeds from stock options exercised
Proceeds from broker warrants exercised
Repayment of short term loan
Repayment of capital lease
Net cash provided by financing activities
(Decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of the year
Cash and cash equivalents, end of the year
Interest paid
Income taxes

Supplemental disclosure with respect to cash flows (Note 11).

CASH FLOWS

2008

(1,807,600)

21,310
24,066
244,061
207,522

40,195
258,764
(1,764,171)
201,522

(2,574,331)

581
(233,546)
(13,893,024)
(553,514)
(30,000)

(14,709,503)

16,443,780
12,480
9,824
(170,500)
(118,590)

16,176,994
(1,106,840)
1,203,151
96,311
64,833

The accompanying notes are an integral part of these consolidated financial statements.
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2007

(596,822)

7,508

367,498

(51,000)

(169,096)

(250,958)

(3,103)
3,870

(695,973)

(707,174)
(2,924,177)
(1,546,486)

(5,177,837)

6,996,023

2,400

(563,761)
6,944,662
1,070,852

128,429
1,199,281

34,479



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. NATURE AND CONTINUANCE OF OPERATIONS

Hawthorne Gold Corp. (the “Company") was incorporated under the laws of British Columbia on January 18, 2006. The
Company'’s principal business activities include the acquisition, exploration and development of mineral properties. The
Company is listed as a Tier One issuer on the TSX Venture Exchange.

The Company is considered to be in the exploration stage with respect to its interests in mineral properties. The recover-
ability of the amounts comprising mineral properties is dependent upon the confirmation of economically recoverable
reserves, the ability of the Company to obtain necessary financing to successfully complete their exploration and devel-
opment and upon future profitable production.

These consolidated financial statements are prepared on a going concern basis which assumes that the Company will be
able to realize its assets and discharge its liabilities in the normal course of business for the foreseeable future. As at
November 30, 2008 the Company had an accumulated deficit of $2,406,447 (2007 - $598,847). In addition, the
Company has not generated revenues from operations. These circumstances lend significant doubt as to the ability of the
Company to meet its obligations as they come due, and accordingly, the appropriateness of the use of accounting princi-
ples applicable to a going concern.

In order to continue as a going concern and to meet its corporate objectives, which primarily consist of exploration work
on its mineral properties, the Company will require additional financing through debt or equity issuances or other avail-
able means. Although the Company has been successful in the past in obtaining financing, there is no assurance that it
will be able to obtain adequate financing in the future or that such financing will be on terms advantageous to the
Company.

These consolidated financial statements do not include adjustments that would be necessary should the Company be
unable to continue as a going concern. These adjustments could be material.

2. CHANGE IN ACCOUNTING POLICIES

Effective December 1, 2007, the Company adopted the following accounting standards issued by the Canadian Institute
of Chartered Accountants (“CICA"). These accounting standards were adopted on a prospective basis with no restate-
ment to prior period financial statements.

a) Capital Disclosure (Section 1535)
This standard requires disclosure of the Company'’s objectives, policies and processes for managing capital, quantita-
tive data about what the Company regards as capital and how it is managed. The standard seeks to determine
whether the Company has complied with capital requirements and if not, the consequences of such non-compliance
(Note 13).

b) Financial Instruments — Disclosure (Section 3862)
In accordance with this standard, the Company is required to disclose the significance of financial instruments to the
Company'’s financial position and performance as well as the nature and extent of risks arising from those financial
instruments to which the Company is exposed (Note 12).

¢) Financial Instruments — Presentation (Section 3863)
This standard requires classification of Company's financial instruments between liabilities and equity, classification of
related interest, dividends, losses and gains, as well as the offsetting of financials assets and financial liabilities.

The adoption of these standards had no impact on the results of operations or financial conditions of the Company.
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3. SIGNIFICANT ACCOUNTING POLICIES

a) Basis of presentation

These financial statements have been prepared in accordance with Canadian generally accepted accounting principles.
They include the accounts of the Company, its wholly owned subsidiaries, Cassiar Gold Corporation (formerly “Cusac Gold
Mines Ltd.") (“Cassiar") and 50% interest in Hemmingsen Management Ltd. (“Hemmingsen"), where proportionate con-
solidation is used. All intercompany transactions and balances have been eliminated on consolidation.

b) Cash and Cash Equivalents

Cash and cash equivalents comprise of cash on hand, deposits with banks and highly liquid investments that are readily
convertible to known amounts of cash on demand. As at November 30, 2008, cash and cash equivalents include
$96,311 in cash (2007 - $202,798) and $nil in bank discount notes (2007 - $1,000,353).

c) Mining Supplies Inventory

Inventories consist of supplies that are required by the Company as part of its ongoing mineral property development
work. As supplies are not held for resale, these inventories are recorded at the lower of weighted average cost and
replacement cost reduced by an amount to take into account obsolescence, deterioration or damage.

d) Short-term Investments
Short-term investments are investments in money market instruments with maturities greater than three months but less
than a year.

e) Property, Plant and Equipment
Property, plant and equipment are recorded at cost less accumulated amortization and any impairment charges.
Amortization is recorded over the useful lives of the assets on the declining balance basis at the following rates:

Computer equipment 30%
Computer software 100%
Office furniture and equipment 20%
Vehicles 30%
Site equipment 20%
Buildings 10%

Amortization of assets used in exploration is capitalized to mineral properties.

f) Mineral Properties

All costs related to the acquisition, exploration and development of mineral properties are capitalized on the basis of spe-
cific claim blocks or areas of geological interests. If economically recoverable ore reserves are developed, capitalized costs
of the related property are reclassified as mining assets and amortized using the unit-of-production method. When a
property is abandoned, all related costs are written off to income for the period. If, after management review, it is deter-
mined that the carrying amount of a mineral property is impaired, that property will be written down to its estimated net
realizable value.

The amounts shown for mineral properties do not necessarily represent present or future values. Their recoverability is
dependent upon the discovery of economically recoverable reserves, the ability of the Company to obtain the necessary
financing to complete the development, and future profitable production or proceeds from the disposition thereof.

g) Asset Retirement Obligations

The Company recognizes the fair value of its asset retirement obligation, such as reclamation costs, as a long-term liabil-
ity when a reasonable estimate of the fair value of the costs to be incurred can be made. A corresponding amount is
added to the carrying value of the associated asset and amortized over the asset's useful life. The liability is accreted over
time through charges to operations.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

h) Impairment of Long-lived Assets

The Company monitors the recoverability of its long-lived assets, based on factors such as current market value, future
asset utilization, business climate and future undiscounted cash flows expected to result from the use of the related
assets. The Company's policy is to record an impairment loss in the period when it is determined that the carrying
amount of the assets may not be recoverable. The impairment loss is calculated as the amount by which the carrying
amount of the assets exceeds the undiscounted estimate of future cash flows from the asset.

i) Interest Capitalization
Interest and financing costs on debt and other liabilities that can be attributable to specific exploration projects are capi-
talized into costs of mineral properties.

j) Capital Leases

Leases that substantially transfer all of the benefits and risks of ownership of property to the Company or otherwise meet
the criteria for capitalization under Canadian generally accepted accounting principles are accounted for as capital leases.
An asset is recorded at the time a capital lease is entered into together with its related long-term obligation to reflect its
purchase and financing. Rental payments under operating leases are expensed as incurred.

k) Stock-based Compensation

The Company has a stock option plan as described in Note 7(d). Using the fair-value-based method, the Company rec-
ognizes compensation expense to operations and to exploration properties for stock option granted to employees and
non-employees. The fair value of option grants is established at the date of the grant using the Black-Scholes option pric-
ing model and the compensation amount, equal to the option’s fair value, is recognized over the vesting period of the
option. Any consideration paid on the exercise of stock options is credited to share capital.

1) Income Taxes

The Company accounts for income taxes under the asset and liability method. Under this method of tax allocation,
future tax assets and liabilities are determined based on differences between the financial statement carrying values and
their respective income tax basis (temporary differences). Future income tax assets and liabilities are measured using the
enacted tax rates expected to be in effect when the temporary differences are likely to reverse. The effect on future
income tax assets and liabilities of a change in tax rates is included in income in the year in which the change is enacted
or substantively enacted. The amount of future income tax assets recognized is limited to the amount that is more likely
than not to be realized.

m) Share Capital

The Company records proceeds from share issuances net of issue costs. Shares issued for consideration other than cash
are valued at the quoted market price on the date the agreement to issue the shares was reached and announced for
business combinations and at the date of issuance for other non-monetary transactions.

n) Flow-through Shares

Canadian tax legislation permits a company to issue securities referred to as flow-through shares whereby the Company
assigns the tax deductions arising from the related resource expenditures to the investors. When resource expenditures
are renounced to the investors and the Company has reasonable assurance that the expenditures will be completed, a
future income tax liability is recognized and share capital is reduced.

If the Company has sufficient unused tax loss carry forward to offset all or part of this future income tax liability and no
future income tax assets have been previously recognized for these carry forwards, a portion of such unrecognized losses
is recorded as income up to the amount of the future income tax liability that was previously recognized on the
renounced expenditures.

o) Loss per Share

Basic loss per share is calculated using the weighted average number of common shares outstanding and the treasury
stock method is used to calculate diluted earnings per share. For the years presented, this calculation proved to be anti-
dilutive.
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3. SIGNIFICANT ACCOUNTING POLICIES (CONT'D)

p) Use of Estimates

The preparation of financial statements in accordance with generally accepted accounting principles of Canada requires
management to make estimates and assumptions that affect the reported amount of assets and liabilities the disclosure
of contingent assets and liabilities at the date of the financial statements, and the amount of revenues and expenses
reported during the period. Actual results may differ from those estimates.

q) Financial Instruments

All financial instruments are classified into one of five categories: held-for-trading, held-to-maturity investments, loans
and receivables, available-for-sale financial assets or other financial liabilities. All financial instruments and derivatives are
measured in the balance sheet either at fair value except for loans and receivables, held-to maturity investments and
other financial liabilities which are measured at amortized cost. Subsequent measurement and changes in fair value will
depend on their initial classification. Held-for-trading financial assets are measured at fair value and changes in fair value
are recognized in net income. Available-for-sale financial instruments are measured at fair value with changes in fair
value recorded in other comprehensive income until the instrument is derecognized or impaired.

The Company has classified its cash and cash equivalents and short term investments as held-for-trading. Accounts
receivables are classified as loans and receivables. Accounts payable and accrued liabilities, due to related parties, short
term loan, capital lease obligation and mortgage payable are classified as other liabilities, which are measured at amor-
tized cost.

r) Future Accounting Changes

The Company will adopt the new standard “Goodwill and Intangible Assets” (Section 3064) for its fiscal year beginning
December 1, 2008. This Section replaces Section 3062 “Goodwill and Other Intangible Assets” and Section 3450
“Research and Development Costs"”. The new Section establishes standards for the recognition, measurement, presenta-
tion and disclosure of goodwill subsequent to its initial recognition and of intangible assets by profit-oriented enterprises.
Standards concerning goodwill are unchanged from the standards included in Section 3062. The Company is currently
evaluating the impact of the adoption of this new Section on its consolidated financial statements.

In addition to the above new accounting pronouncements the Canadian Accounting Standards Board (“AcSB") in 2006
published a new strategic plan that will significantly affect financial reporting requirements for Canadian companies. The
AcSB strategic plan outlines the convergence of Canadian GAAP with International Financial Reporting Standards
("IFRS") over a five-year transitional period. In February 2008 the AcSB announced that 2011 is the changeover date
for publicly-accountable enterprises to use IFRS, replacing Canada's own GAAP. The date is for interim and annual finan-
cial statements relating to fiscal years beginning on or after January 1, 2011. The transition date of December 1, 2011
will require the restatement for comparative purposes of amounts reported by the Company for the year ended
November 30, 2011. While the Company has begun assessing the adoption of IFRS for 2011, the financial reporting
impact of the transition of IFRS cannot be reasonably estimated at this time.

4. ACQUISITION OF CUSAC GOLD MINES LTD.

On April 15, 2008, the Company completed a statutory plan of arrangement pursuant to which the Company acquired
all of the outstanding common shares and debentures of Cusac Gold Mines Ltd. (“Cusac”). Cusac became a wholly
owned subsidiary of the Company and was renamed Cassiar Gold Corp. Under the terms of the Arrangement,
Shareholders of Cusac received one (1) common share of the Company in exchange for each nineteen (19) Cusac com-
mon shares. In addition, for each two (2) dollars of principal and interest owed to each Cusac debenture holder, the
Company issued one (1) common share. The Company has issued 4,434,240 common shares to Cusac shareholders and
1,619,988 shares to debenture holders at $1.70 for a total acquisition cost of $10,292,188.

The excess of the acquisition costs over the net asset value of Cusac, being $7,948,023, was allocated to Cassiar mineral
properties.
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4. ACQUISITION OF CUSAC GOLD MINES LTD. (CONT'D)

The total purchase price of $10,292,188 has been allocated as follows:

Current assets

Plant and equipment
Mineral properties
Reclamation bonds

Short term loan

Current liabilities

Asset retirement obligation

$

157,514
459,707
12,274,368
274,444
(341,000)
(1,846,885)
(685,960)

10,292,188

The Company assumed a short term loan of $341,000 due in quarterly installments of $85,250 of which $170,500 was
repaid during the current year and the balance of $170,500 was repaid subsequent to year end. The loan bore interest at

8% per annum.

5. PROPERTY, PLANT AND EQUIPMENT

2008 2007

Accumulated Net Book Accumulated Net Book

Cost Amortization Value Cost Amortization Value

$ $ $ $ $ $

Office furniture 56,068 6,986 49,082 14,672 2,488 12,184
Computer equipment 60,057 13,034 47,023 19,207 3,807 15,400
Computer software 20,653 9,081 11,572 4,652 2,326 2,326
Vehicles 172,040 56,356 115,684 135,391 20,309 115,082
Site equipment 516,286 35,162 481,124 112,720 11,272 101,448
Buildings 1,413,387 156,546 1,256,841 940,255 47,012 893,243
Land 13,000 - 13,000 - - -
2,251,491 277,165 1,974,326 1,226,897 87,214 1,139,683

Included in buildings at November 30, 2008, was $374,719 (2007 — $507,489) in capital leases. Amortization during the
year ended November 30, 2008 amounted to $189,951 (2007 - $86,102), which has been reflected in the financial
statements as follows:

2008 2007

$ $

Mineral properties — balance sheet 168,641 78,594
Amortization - statement of operations and deficit 21,310 7,508
Total amortization recognized, credited to accumulated amortization 189,951 86,102

Mortgage Payable

In October, 2008, the Company purchased land and buildings adjacent to its Cassiar property for $385,000 and financed
the purchase with a mortgage of $350,000. The mortgage has a four-year term, bears interest at an annual rate of 12%
and is payable monthly at $9,217 per month. At November 30, 2008, the principal outstanding was $338,509, of which
$73,964 is included in current liabilities.
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6. MINERAL PROPERTIES

Cassiar Frasergold Carruthers
Property Property Property Total
$ $ $ $
Balance, November 30, 2006 - 31,457 138,391 169,848
Acquisition and maintenance - 273,284 10,000 283,284
Amortization - 78,594 - 78,594
Asset retirement accretion - 22,179 - 22,179
Camp and expediting - 809,766 - 809,766
Drilling - 938,641 - 938,641
Equipment - 171,538 - 171,538
Assaying and metallurgical - 109,891 - 109,891
Geological and geophysics - 686,305 2,800 689,105
Professional and consulting - 72,356 - 72,356
Stock-based compensation - 161,695 - 161,695
Travel - 82,985 - 82,985
Vehicle costs - 33,193 - 33,193
Wages and benefits - 528,016 - 528,016
Incurred during the year - 3,968,443 12,800 3,981,243
Balance, November 30, 2007 - 3,999,900 151,191 4,151,091
Acquisition and maintenance 15,915,562 137,598 15,000 16,068,160
Amortization 24,502 144,139 - 168,641
Camp and expediting 1,067,892 714,723 11,545 1,794,160
Drilling 344,886 1,885,487 - 2,230,373
Equipment 206,771 76,027 2,837 285,635
Environmental and permits 23,219 380,127 - 403,346
Assaying and metallurgical 115,841 704,208 2,374 822,423
Geological and geophysics 850,814 286,138 19,605 1,156,557
Underground and rehabilitation 441,469 - - 441,469
Professional and consulting 131,934 95,007 - 226,941
Stock-based compensation - 71,586 - 71,586
Travel 209,417 76,771 4970 291,158
Vehicle costs 23,057 40,611 - 63,668
Insurance and financing costs 11,374 - - 11,374
Wages and benefits 1,467,704 1,199,123 - 2,666,827
Incurred during the year 20,834,442 5,811,545 56,331 26,702,318
Write-off of mineral property interests - - (207,522) (207,522)
Balance, November 30, 2008 20,834,442 9,811,445 - 30,645,887

Title to mineral property interests involves certain inherent risks due to the difficulties of determining the validity of cer-

tain claims as well as the potential for problems arising from the frequently ambiguous conveyancing history characteris-
tic of many mineral claims. The Company has investigated title to all of its mineral property interests and, to the best of
its knowledge, title to all of its interests are in good standing. The mineral property interests in which the Company has
committed to earn an interest are located in Canada.

Cassiar Property, British Columbia (Note 4)

The Cassiar Property is a package of mineral claims located in northern British Columbia, Canada. The Cassiar Property,
wholly owned by the Company, hosts a number of gold assets including the fully permitted Table Mountain gold mine
and the Taurus deposit.
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6. MINERAL PROPERTIES (CONT'D)

Table Mountain
The fully permitted Table Mountain gold mine is an underground mining operation located in northern British Columbia.

Taurus

Pursuant to an option agreement, the Company can acquire certain mineral claims near Cassiar, British Columbia from
American Bonanza Gold Corp. (“Bonanza") in consideration of an aggregate $6 million over two years, consisting of $1
million by December 22, 2007 (paid), $2 million by June 22, 2008 (paid), $1.5 million by June 22, 2009 and $1.5 million
by December 22, 2009. A further $3 million is payable upon completion of a positive feasibility study recommending
production, or production, whichever comes first. Pursuant to the agreement, the Company is required to issue 250,000
common shares to Bonanza on or before December 22, 2008. Subsequent to the year ended November 30, 2008, the
Company signed an amended option agreement and issued 6,750,000 common shares to Bonanza and terminated all
remaining cash and share payments under the option agreement (Note 16).

Frasergold Property, British Columbia
At November 30, 2008, the Frasergold property is comprised of the following mineral claims:

Eureka Resources Inc.
In October 2006, the Company entered into in an option agreement with Eureka Resources, Inc. (“Eureka”) to earn up
to a 60% interest in the Frasergold property by incurring the following:

Minimum

Cash work

payments commitments

$

On signing (paid) 25,000 -
September 30, 2007 (expended) - 500,000
October 31, 2007 (paid) 50,000 -
April 30, 2008 (expended) - 1,000,000
October 31, 2008 (paid) 50,000 -
April 30, 2009 (expended) - 1,000,000
October 31, 2009 50,000 -
April 30, 2010 (expended) - 1,000,000
175,000 3,500,000

In addition to the cash payments of $175,000 and exploration expenditures of $3,500,000, the Company must also
complete a feasibility study by April 30, 2010 to earn its initial 51% interest. In the event the feasibility study cannot be
completed by April 30, 2010, the Company can pay a cash penalty of $100,000 per quarter to Eureka until January 31,
2012. The Company can earn an additional 9% interest by arranging third party financing for not less than 70% of the
estimated capital costs required for commercial production of the property for Eureka on the same terms and conditions
as the Company. If the Company fails to arrange third party financing for production, Eureka can arrange third party
financing and earn an additional 2% interest from the Company.
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6. MINERAL PROPERTIES (CONT'D)

Dajin Resources Corp.
In May 2007, the Company entered into in an option agreement with Dajin Resources Corp. (“Dajin") to earn up to a
70% interest in certain mineral claims by incurring the following:

Minimum

Cash work

payments commitments

$ $

On signing (paid) 100,000 -
May 29, 2008 (expended) - 150,000
November 30, 2009 - 150,000
November 30, 2010 - 200,000
100,000 500,000

On the exercise of the option, Dajin may elect to either remain a 30% working interest partner or, for no additional con-
sideration, convert its 30% working interest into a 2% Net Smelter Royalty (“NSR").

Bourdon Property
In June 2007, the Company entered into an option agreement with a property vendor to earn a 100% interest in a min-
eral claim by incurring the following:

Cash Share

payments payments

#

On signing (paid and issued) 20,000 10,000
May 29, 2008 30,000 15,000
May 29, 2009 40,000 20,000
November 30, 2010 50,000 25,000
140,000 70,000

In May, 2008, the Company issued 15,000 common shares valued at $20,700 as an option payment on the property.

In the event the Bourdon property is subject to a positive feasibility study, the Company will issue an additional 150,000
common shares. The property is subject to a two percent (2%) NSR of which fifty percent (50%) may be purchased for
the sum of $1 million.

Addie Property
In September 2007, the Company acquired certain mineral claims by issuing 50,000 shares. The property is subject to a
two percent (2%) NSR of which fifty percent (50%) may be purchased for the sum of $1 million.

Carruthers Property, British Columbia
In May 2006, the Company entered into in an option agreement with Cariboo Rose Resources Ltd. to earn a 60% inter-
est in the Carruthers property by incurring the following:

Minimum

Cash work

payments commitments

$

April 25, 2007 (paid) 10,000 -
April 25, 2008 (paid and work commitment fulfilled) 15,000 100,000
April 25, 2009 15,000 -
April 25, 2010 20,000 -
April 25, 2011 30,000 -
April 25, 2012 50,000 900,000
140,000 1,000,000
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6. MINERAL PROPERTIES (CONT'D)

During the year ended November 30, 2008, the Company decided not to continue with the property and accordingly,
associated costs of $207,522 were written off to operations.

Asset Retirement Obligation
A continuity of the asset retirement obligation relating to the mineral properties is as follows:

2008 2007

$ $

Asset retirement obligation - beginning balance 22,179 -
Liabilities incurred - 22,179
Amount arising from Cusac acquisition (Note 4) 685,960 -
Accretion expense 24,066 -
Asset retirement obligation - ending balance 732,205 22,179

The total undiscounted amount of estimated cash flows required to settle the obligations is $1,050,052, which was

adjusted for inflation at the rate of 2% and then discounted at a credit adjusted risk free rate of 10%. Certain minimum
amounts of asset retirement obligations will occur each year with the significant amounts to be paid on abandonment of
the mineral property interests estimated in 2015. As at the year ended November 30, 2008, the Company has $324,444
reclamation bonds held at the provincial government of British Columbia as a commitment to meet its regulatory obligations.

7. SHARE CAPITAL

a) Authorized
Unlimited Class A common shares, without par value

b) Issued
2008 2007
Shares Amount Shares Amount
# $ # $
Common shares
Balance, beginning of year 14,462,875 5,717,692 6,300,000 300,000
Private placements 20,331,005 17,672,483 3,964,375 3,917,270
Initial Public Offering - - 3,350,000 2,010,000
Acquisition of Cusac (Note 4) 6,054,228 10,292,188 - -
Shares issued for mineral properties 15,000 20,700 60,000 93,500
Shares issued for finder's fees 92,813 148,501 284,500 153,200
Shares issued on warrant exercises 16,375 15,5656 4,000 3,800
Shares issued on option exercises 20,800 22,506 - -
Less:
- Costs of financing (4,020,831) (709,078)
— Tax benefits renounced to subscribers - (51,000)
Balance, end of year 40,993,096 29,868,795 14,462,875 5,717,692

In December 2007, the Company closed a non-brokered private placement for gross proceeds of $3,000,000. The private
placement consisted of 1,875,000 units priced at $1.60 per unit. Each unit consists of one common share and one-half
warrant. Each whole warrant is exercisable for a period of 18 months from the date of closing, to acquire one common
share at $2.25 per share. The Company paid a finder's fee of 92,813 common shares, equivalent to 5% of the proceeds
sourced by eligible finders in respect of certain units placed under the financing.
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7. SHARE CAPITAL (CONT'D)

In April 2008, the Company closed a brokered private placement for gross proceeds of $12,314,983. The private place-
ment consisted of 3,443,009 units priced at $1.75 per unit for gross proceeds of $6,025,266 and 3,225,496 flow-
through common shares priced at $1.95 per share for gross proceeds of $6,289,717. Each unit consists of one common
share and one-half warrant. Each whole warrant is exercisable for a period of two years from closing to acquire one com-
mon share at a price of $2.25 per share. The fair value of warrants was estimated using the Black-Scholes option pricing
model (assumptions include a risk free rate of 4%, estimated volatility of 114%, expected life of two years and expected
dividend yield of 0%) and $1,536,600 of the proceeds of the financing was credited to contributed surplus. The
Company paid a cash commission of $738,899 or 6% of the gross proceeds and issued 400,111 compensation options
equal to 6% of the aggregate number of units and flow-through common shares. Each compensation option entitles the
holder to purchase one common share at an exercise price of $1.75 per share for a period of 12 months from the closing
of the private placement.

In November 2008, the Company closed a brokered private placement for gross proceeds of $2,357,500. The private
placement consisted of 11,787,500 flow-through shares priced at $0.20 per share. No warrants were issued in connec-
tion with the financing. The Company paid a cash commission of $165,025 or 7% of the gross proceeds and issued
825,125 broker warrants equal to 7% of the aggregate number of flow-through shares. Each broker warrant is exercis-
able at $0.30 per share for a period of 12 months from the closing of the private placement.

In accordance with the terms of offerings and certain provisions of the Income Tax Act (Canada), in December 2006, the
Company renounced for income tax purposes, exploration expenditures of $150,000 to subscribers of the flow-through
common shares in a private placement closed in July 2006, for which the Company incurred the eligible expenditures.
The Company recorded $51,000 for the future effect on income taxes related to flow-through shares as a reduction of
share capital and as a future income tax recovery in the statement of operations and deficit.

¢) Warrants
The continuity of warrants is as follows:

Weighted
Number of average
common shares exercise price
# $
Balance, November 30, 2007 1,973,188 1.56
Issued 3,884,239 1.78
Issued in exchange for Cusac warrants 338,339 5.25
Exercised (16,375) 0.60
Expired (189,895) 6.38
Balance, November 30, 2008 5,989,496 1.76
At November 30, 2008, warrants were outstanding enabling holders to acquire shares as follows:
Number of
Warrants Exercise Price Expiry Date
314,625 $0.60 April 23, 2009
1,642,188 $1.75 July 12, 2009
937,500 $2.25 June 20, 2009
1,721,503 $2.25 April 17,2010
382,434 $1.75 April 17, 2009
17,677 $1.75 April 25, 2009
27,473 $3.80 January 17, 2009
120,971 $3.80 February 23, 2009
825,125 $0.30 November 13, 2009
5,989,496
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7. SHARE CAPITAL (CONT'D)

The fair value of share purchase warrants has been estimated using the Black-Scholes option pricing model with the fol-
lowing weighted average assumptions:

2008 2007
Risk free interest rate 4.00% 4.25%
Expected dividend yield - -
Stock price volatility 116% 111%
Expected life of warrants 1.82 years 2 years
Fair value of warrants $0.87 $1.75

During the year ended November 30, 2008 under the fair-value-based method, $331,883 (2007 - $116,901) was
recorded as compensation expense for the issuance of broker warrants in connection with private placements, which is
included in share issue costs and credited to contributed surplus.

The fair value of broker warrants has been estimated using the Black-Scholes option pricing model with the following
weighted average assumptions:

2008 2007
Risk free interest rate 2.80% 4.25%
Expected dividend yield - -
Stock price volatility 109% 110%
Expected life of warrants 1 year 2 years
Fair value of warrants $0.27 $0.35
d) Options

The Company adopted a rolling stock option plan, whereby 10% of the Company's issued and outstanding common
shares on a non-diluted basis may be granted to officers, directors, employees and consultants of the Company. Options
granted to consultants have one to two-year terms and are vested generally over a twelve-month period with 25%
vested every three months from the date of grant. Options granted to directors, officers and employees have a five-year
term and a vesting period of one and half years with 33% vested every six months from the grant date. As at November
30, 2008, 1,231,805 (2007 - 1,389,000) options have been issued. Of these, 1,208,889 (2007 — 406,250) options have
vested with the remaining options vesting 25% for consultants and 33% for employees on their last vesting dates. The
options currently outstanding are exercisable at prices ranging from $0.60 to $4.18 at various dates up to October 2,
2012.

The continuity of options is as follows:

Weighted

Number of average

common shares exercise price

# $

Balance, November 30, 2007 1,389,000 0.86
Cancelled (253,500) (1.67)
Exercised (20,800) (0.60)
Granted 75,000 1.26
Granted in exchange for Cusac options 172,104 3.85
Expired (129,999) (3.97)
Balance, November 30, 2008 1,231,805 0.85
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At November 30, 2008, the following options were outstanding:

Number of Exercise Number Expiry
Options Price Exercisable Date
1,016,700 $0.60 1,016,700 April 25, 2012
78,000 $1.60 78,000 July 22, 2012
20,000 $1.60 20,000 Oct 2, 2009
50,000 $1.60 33,334 Oct 2, 2012
25,000 $2.00 18,750 Jan 31, 2010
15,789 $4.18 15,789 May 4, 2009
26,316 $3.04 26,316 Sep 5, 2009
1,231,805 1,208,889

The fair value of share options used has been estimated using the Black-Scholes option pricing model with the following
assumptions:

2008 2007
Risk free interest rate 4.23% 4.25%
Expected dividend yield - -
Stock price volatility 111% 111%
Expected life of options 4.9 years 5 years
Fair value of options $0.68 $0.89

During the year ended November 30, 2008, the Company granted options to acquire 75,000 common shares with a
weighted average fair value of $1.26 per share, of which 18,750 vested during the year, resulting in stock-based com-
pensation expense under the Black-Sholes option pricing model of $23,641. Additionally, 514,584 options previously
granted vested during the current year, resulting in stock-based compensation expense under the Black-Scholes option
pricing model of $292,006.

The exercise prices of all share purchase options granted were at the market price at the grant date. Using an option pric-
ing model with the assumptions noted above, the estimated fair value of all options granted during the year ended
November 30, 2008, which have been reflected in the financial statement are as follows:

2008 2007

$ $

Mineral properties — balance sheet 71,586 161,695

Stock-based compensation — statement of operations and deficit 244,061 367,498
Total stock-based compensation cost recognized,

credited to contributed surplus 315,647 529,193

e) Shares held in escrow
As at November 30, 2008, there were 2,061,000 common shares (2007 - 3,435,000) of the Company held in escrow.
The escrowed shares are released every six months and the length of the agreement is until April 25, 2010.
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f) Contributed surplus

2008 2007
$ $
Balance, November 30, 2007 2,152,424 -
Stock-based compensation for stock options 315,647 529,193
Valuation of broker warrants 331,883 116,901
Valuation of warrants 2,311,743 1,507,730
Exercise of stock options (10,026) -
Exercise of broker warrants (5,731) (1,400)
Balance, November 30, 2008 5,095,940 2,152,424
8. CAPITAL LEASE
The Company is committed to a capital lease for its camp facilities as follows:
Capital lease
$
2009 176,479
2010 215,774
Total lease payments and buyout 392,253
Less: amount representing interest (57,115)
Present value of minimum payments 335,138

9. RELATED PARTY TRANSACTIONS

During the year ended November 30, 2008, the Company paid rent of $28,000 (2007 - $36,000) to a company with
common officers and directors.

Included in current liabilities at November 30, 2008, was $205,852 (2007 - $4,330) payable to related parties which is
non-interest bearing, unsecured and has no fixed terms of repayment.

The amounts charged to the Company for the services provided have been determined by negotiation among the parties.
These transactions were in the normal course of operations and were measured at the exchange value, which
represented the amount of consideration established and agreed to by the related parties.

10. INCOME TAXES

A reconciliation of income taxes at statutory rates is as follows:

2008 2007

$ $

Loss before income taxes (1,807,600) (647,822)
Expected income tax recovery 565,815 221,037
Non-deductible expenses (4,075) (203,480)
(Unrecognized) recognized benefits of non-capital losses (561,740) 33,443
- 51,000
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Details of future income tax assets are as follows:

2008 2007

$ $

Equipment 446,633 27,036
Resource deductions (1,456,297) 54,953
Capital lease obligation 87,136 -
Financing costs 369,713 -
Capital losses available for future periods 706,534 -
Non-capital losses available for future periods 2,956,771 16,234
3,110,490 98,223

Valuation allowance (3,110,490) (98,223)

Net future income tax assets - -

The Company has non-capital loss carryforwards for Canadian income tax purpose of approximately $11,370,000 which
can be carried forward to reduce taxable income in future years. Unless utilized, these losses will expire in 2028. In addi-
tion, the Company also has resource deductions available to reduce taxable income of future years. Future tax benefits,
which may arise as a result of these losses and resource expenditures, have not been recognized in these financial state-
ments and have been offset by a valuation allowance.

11. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

Other than disclosed elsewhere in these financial statements, the significant non-cash transaction for the year ended
November 30, 2008 was the inclusion in accounts payable of $983,520 (2007 - $709,521) in mineral property expendi-
tures and nil (2007 - $7,168) in plant and equipment expenditures.

During the year ended November 30, 2008, the Company issued 6,054,228 common shares valued at $10,292,188 for
the acquisition of Cusac Gold Mines Ltd. and 15,000 common shares valued at $20,700 for the Bourdon property.

In conjunction with the December 2007 private placement, of the proceeds of $2,970,000, the Company paid a finder's
fee of 5%, or $148,501, by issuing 92,813 common shares of the Company.

12. MANAGEMENT OF FINANCIAL RISKS
The Company is exposed to a variety of financial instrument related risks which are as follows:

Currency risk
The Company'’s currency risk is minimal and not affected by any exchange rate fluctuations as the Company's exploration
and operating activities are primarily in Canada with its reporting currency is also in Canadian dollars.

Credit risk

Exposure to credit risk arises through the failure of a customer or a third party to meet its contractual obligations to the
Company. As the Company is still in exploration stage and has not yet generating sales, it is not exposed to credit risk
from trade receivables. The Company'’s receivables are primarily of government input tax credits (refunds received subse-
quent to year end) with a small amount from related party.

Liquidity risk

The Company manages liquidity risk through a cash flow model, an annual budget and ongoing monitoring of expenses
and capital expenditures to ensure it has sufficient liquidity to meet its business requirements as they come due. As part
of its long-term planning, the Company may have to raise equity financing to ensure there is sufficient capital to meet its
long term objectives.

Interest rate risk

The Company earns its majority of interest income from short-term investments invested in bankers discount notes and
bankers acceptance. Fluctuations in interest rates will have a corresponding effect on the interest income. As the
Company's mortgage is at a fixed interest rate for four years, management does not believe it is exposed to interest rate

risk in the next four years.
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Price risk

The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is defined as the
potential adverse impact on the Company’s earnings due to movements in individual equity prices or general movements
in the level of the stock market. Commaodity price risk is defined as the potential adverse impact on earnings and
economic value due to commodity price movements and volatilities. The Company closely monitors commodity, individ-
ual equity movements, and the stock market to determine the appropriate course of action to be taken by the Company

For certain of the Company'’s financial instruments, including cash and cash equivalents, short-term investments,
accounts receivables, accounts payable and accrued liabilities, due to related parties, and short term loan, the carrying
amounts approximate their fair values due to the immediate or short-term maturity of these financial instruments. The
fair value of the capital lease obligations approximates its carrying amounts as a market rate of interest is attached to its
repayment. The fair value of the mortgage payable approximates its carrying amount due to the recent negotiation of
the mortgage agreement.

13. MANAGEMENT OF CAPITAL RISK

The Company'’s objectives in managing its capital are to ensure the Company’s ability to continue as a going concern to
meet its capital expenditures in exploration and development of the mine facilities in the Cassiar property and to main-
tain a flexible capital structure of equity and debt financing to optimize the costs of capital with minimal risks. The
Company considers the items included in shareholder's equity to be capital.

The Company manages its capital structure with ongoing reviews and will modify the structure in light of economic con-
ditions and operating environments. In adjusting its capital structure, the Company may need to issue new shares or debt
instruments, bring in joint venture partners or make changes to its strategic investment assets.

To manage its capital, the Company prepares annual capital and operational budgets which are updated as necessary to
account for changes to the risk factors in the mining industry and economic conditions in the jurisdiction the Company
operates.

There were no changes to the Company's approach to capital management during the year ended November 30, 2008.
The Company is not subject to externally imposed capital requirements.

14. SEGMENTED INFORMATION

The Company operates in one reportable operating segment, being the exploration and development of mineral proper-
ties. All of the Company's properties and equipment are located in Canada.

15. COMMITMENTS AND CONTINGENCIES

a) The Company is committed to certain cash payments and exploration expenditures as described in Notes 4, 5 and 6.

b) Pursuant to the flow-through common shares issued, the Company is committed to spending $2,357,500 on quali-
fied expenditures by December 31, 2009. As of November 30, 2008, the Company expended $200,000 of the qualified
expenditures leaving a balance of $2,157,500 due by December 31, 2009.

¢) The Company's commitment to office lease is as follows:

Office

lease

$

2009 163,049
2010 168,409
2011 173,770
2012 179,130
2013 184,491
2014 109,444
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d) The Company is committed to drill an additional 14,000 metres by August, 2009 in accordance with a drill contract.

e) During the year ended November 30, 2008, the Company received a demand letter from a vendor of the Company.
The demand letter is for certain delay charges relating to the suspension of a drilling project in the amount of
$1,340,930. Management is of the opinion that it does owe money to the vendor but in an amount less than the
$1,340,930 indicated. The amount is therefore, currently in dispute and accordingly the Company had recorded its esti-
mate of the amounts owing based on information available to it as of November 30, 2008. Included in accounts payable
and accrued liabilities as at November 30, 2008 is $128,786 that relates to this claim, which is management's estimate. In
the event that resolution of the dispute results in a change to the amount owed, any gain or loss will be recognized in
the period that the final determination of the amount is made. However, any potential change is currently not
determinable.

16. SUBSEQUENT EVENTS

On December 1, 2008, the Company closed a non-brokered private placement for gross proceeds of $633,500. The pri-
vate placement consisted of 3,016,667 flow-through shares priced at $0.21 per share. The Company paid a commission
of 7% or $44,345 and issued 211,167 broker warrants equal to 7% of the aggregate number of flow-through shares.
Each broker warrant is exercisable at $0.30 per share for a period of 12 months from the closing of the private
placement.

On December 17, 2008, the Company closed a $500,000 non-brokered private placement. The private placement con-
sisted of 2,380,952 flow-through shares priced at $0.21 per share. The Company paid a 7% commission on gross pro-
ceeds of certain flow-through shares or $27,930 and issued 133,000 broker warrants equal to 7% of the number of
certain flow-through shares. Each broker warrant is exercisable at $0.30 per share for a period of 12 months from the
closing of the private placement.

On December 23, 2008, the Company signed an amended option agreement on the Taurus property and issued
6,750,000 common shares to acquire the remaining 70% interest in the Taurus gold deposit. The agreement replaces the
option agreement which required the Company to issue 250,000 common shares by December 22, 2008 and to pay
cash payments of $3,000,000 in 2009 and a further cash bonus payment of $3,000,000 payable upon the issuance of a
feasibility study recommending the property be placed in commercial production or the property being placed into com-
mercial production, whichever comes earlier.

On February 27, 2009, the Company closed a private placement for gross proceeds of $6,231,500 which consisted of a
$3,892,250 non-brokered private placement of 12,974,166 shares at $0.30 per unit and a $2,339,250 brokered private
placement of 7,797,500 shares at $0.30 per unit. Each unit consists of one common share and one half of a transferable
share purchase warrant. Each whole warrant will entitle the holder to purchase one common share at a price of $0.40 per
share for a period of 12 months following the closing of the private placement. The Company paid a 7% commission or
$163,748 and issued 545,825 broker warrants equal to 7% of the number of shares sold under the brokered private
placement. The Company also paid on the non-brokered private placement a 7% commission or $246,435, and issued
821,450 broker warrants. Each broker warrant is exercisable at $0.40 per share for a period of 12 months from the clos-
ing of the private placements.
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