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AUDITORS' REPORT

To the Shareholders of 
Augen Capital Corp.

We have audited the consolidated balance sheet of Augen Capital Corp. as at December 31,
2008 and the consolidated statements of operations and deficit and cash flows for the year 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 audit.

We conducted our audit 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 financial statements present fairly, in all material respects, the financial
position of the company as at December 31, 2008 and the results of its operations and its cash
flows for the year then ended in accordance with Canadian generally accepted accounting
principles.

The consolidated financial statements as at December 31, 2007 and for the year then ended
were audited by other auditors, who expressed an opinion without reservation on those
statements in their report, dated April 25, 2008.

Licensed Public Accountants
Chartered Accountants
Toronto, Ontario 
March 27, 2009



Consolidated Balance Sheets

As at December 31, 2008 2007

$ $

ASSETS

Current assets

Cash 2,381,816                     4,274,394                     

Prepaid expenses and deposits 55,023                          32,193                          

Receivables 44,400                          284,372                        

Due from related parties (note 11) 1,440,930                     623,993                        

Income taxes recoverable 462,364                        96,775                          

4,384,533                     5,311,727                     

Investments 642,145                        4,521,754                     

Investment in Augen Gold Corp. (note 4) 1,253,444                     788,474                        

Mineral properties and deferred costs (note 5) 747,208                        562,943                        

Property, plant and equipment, net (note 6) 88,985                          46,222                          

Future income taxes (note 10) 470,929                        52,565                          

Total assets 7,587,244                     11,283,685                    

LIABILITIES
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LIABILITIES

Current liabilities

Accounts payable 97,957                          27,528                          

Accrued and other liabilities 157,605                        599,789                        

255,562                        627,317                        

Deferred lease inducement 40,794                          12,660                          

Total liabilities 296,356                        639,977                        

SHAREHOLDERS' EQUITY

Capital stock (note 7) 7,235,551                     7,212,362                     

Contributed surplus (note 8) 875,748                        739,407                        

Retained earnings (deficit) (820,411)                       2,691,939                     

7,290,888                     10,643,708                    

Total liabilities and shareholders' equity 7,587,244                     11,283,685                    

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

Approved on behalf of the Board of Directors:

"Tony Busseri" (signed)  

Tony Busseri, Director

"Hugh Squair" (signed)       

Hugh Squair, Director
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Consolidated Statements of Operations and Comprehensive Earnings

For the years ended December 31, 2008 2007

$ $

Income 

Fee income 1,454,814                     2,662,325                     

Realized gains on sale of investments held for trading 80,668                          1,494,467                     

1,535,482                     4,156,792                     

Expenses 

General and administrative 2,558,442                     2,884,322                     

Stock-based compensation 143,530                        394,526                        

Goodwill write-down -                                62,014                          

Interest expense 44,532                          55,994                          

2,746,504                     3,396,856                     

Earnings (loss) before undernoted items (1,211,022)                    759,936                        

Share of loss and dilution gains from equity accounted investment (note 4) (464,970)                       34,526                          

Unrealized loss on investments held for trading 3,246,331                     5,302,553                     

Non-recurring charges (note 15) 514,876                        -                                

Adjustment to fair value of liabilities (220,380)                       (542,516)                       

Amortization 22,565                          13,217                          

Earnings (loss) before income taxes (4,309,444)                    (4,047,844)                    

Income taxes (note 10)
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Income taxes (note 10)

Current (378,730)                       145,527                        

Future (418,364)                       (654,955)                       

(797,094)                       (509,428)                       

Net earnings (loss) and comprehensive earnings (loss) (3,512,350)                    (3,538,416)                    

Earnings (loss) per share

Basic and diluted (0.10)                             (0.10)                             

Weighted average shares outstanding 36,576,270                    35,196,377                    

Consolidated Statements of Retained Earnings (Deficit)

For the years ended December 31, 2008 2007

$ $

Retained earnings (deficit), at beginning of year 2,691,939                     1,297,599                     

Transitional adjustment on adoption of accounting policies -                                4,932,756                     

Balance at beginning of year, as restated 2,691,939                     6,230,355                     

Net earnings (loss) and comprehensive earnings (loss) for the year (3,512,350)                    (3,538,416)                    

Retained earnings (deficit), at end of year (820,411)                       2,691,939                     

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Flows

For the years ended December 31, 2008 2007

$ $

Cash flow from (used in) operating activities

Net earnings (loss) and comprehensive earnings (loss) (3,512,350)                    (3,538,416)                    

Amortization 22,565                          13,217                          

Stock-based compensation 143,530                        394,526                        

Goodwill write-down -                                62,014                          

Realized and unrealized (gain) loss on investments held for trading 3,165,663                     3,808,086                     

Share of loss and dilution gains from equity accounted investment (464,970)                       34,526                          

Future income taxes (418,364)                       (654,955)                       

(1,063,926)                    118,998                        

Changes in non-cash working capital (425,392)                       399,124                        

Cash flow from (used in) operating activities (1,489,318)                    518,122                        

Cash flow from (used in) investing activities

Purchase of investments (267,450)                       (2,280,309)                    

Proceeds from the sale of investments 981,396                        2,274,738                     

Repayment of advances to related parties 1,401,552                     -                                

Advances to related party (2,285,165)                    (220,889)                       

Purchase of property, plant and equipment (65,328)                         (13,155)                         

Purchase of mineral properties -                                (25,000)                         

Payments received on mineral properties -                                24,999                          

Founder shares received -                                48,000                          

Expenditures on mineral properties and deferred costs (184,265)                       (53,898)                         

Cash flow from (used in) investing activities (419,260)                       (245,514)                       
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Cash flow from (used in) investing activities (419,260)                       (245,514)                       

Cash flow from financing activities

Issuance of common shares, net of issue costs 16,000                          168,000                        

Cash flow from financing activities 16,000                          168,000                        

Net increase (decrease) in cash (1,892,578)                    440,608                        

Cash, beginning of year 4,274,394                     3,833,786                     

Cash, end of year 2,381,816                     4,274,394                     

Interest paid during the year 24,878                          55,994                          

Income taxes paid during the year 86,098                          699,811                        

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