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Anaconda Mining Inc.

Consolidated Balance Sheets

November 30, May 31,
As at 2008 2008
$ $
Assets
Current assets
Cash and cash equivalents (note 4) 658,622 1,391,404
GST recoverable 56,048 201,947
Prepaids, deposits and receivables 96,217 5,543
Subscriptions receivable - 55,000
810,887 1,653,894
Investments (note 5) 229,500 322,000
Mineral properties and deferred exploration
Expenditures (note 6) 15,314,600 15,099,783
Leasehold improvements (note 7) 9,449 10,990
Mill and equipment (note 8) 2,820,944 2,800,135
Deferred financing costs 131,399 -
19,316,779 19,886,802
Liabilities
Current liabilities
Accounts payable and accrued liabilities 2,935,416 4,014,808
Promissory note (notes 9 & 18(ii)) 118,357 -
7.5% convertible loan (note 10) 1,544,096 -
4,597,869 4,014,808
Asset retirement obligations (note 11) 645,000 645,000
Debenture (note 12) 1,601,655
6,844,524 4,659,808
Shareholders’ equity
Capital Stock
Common shares (note 14(a)) 21,716,713 21,716,713
Warrants (note 14(b)) 2,491,662 2,491,662
Contributed surplus (note15) 2,434,530 2,347,188
Deficit (13,027,112) (11,503,869)
Accumulated comprehensive income (1,143,538) 175,300
12,472,255 15,226,994
19,316,779 19,886,802

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

These interim consolidated financial statements have been approved by the company’s Board of Directors



Anaconda Mining Inc.

Consolidated Statements of Operations and Deficit

3 months ended
November 30

6 months ended
November 30

2008 2007 2008 2007
$ $ $ $
Interest income 2,999 62,938 5,828 124,595
Operating Expenses
Office and general 87,435 91,748 193,456 215,587
Consulting and professional fees
(note 13) 264,294 155,666 414,933 355,115
Stock-based compensation (63,459) 161,208 87,343 1,218,485
Representation and travel 26,745 17,107 51,671 40,742
Shareholder and regulatory reporting 20,305 64,521 49,177 106,164
Management fees 25,841 35,652 40,724 74,226
Salaries and benefits 77,949 64,325 178,309 174,958
Interest expense 81,586 - 100,422 -
Financing fees 17,974 73,522 17,974 147,044
Project investigation costs (72,782) - 216,777 -
Write-down of deferred exploration
expenditures - - - 89,794
465,888 663,749 1,350,786 2,422,115
Net loss before exchange losses (462,889) (600,811) (1,344,958) (2,497,520)
Foreign exchange gain (loss) 70,619 (7,825) 45,378 431,999
Net loss before income taxes (392,270) (608,636) (1,299,580) (1,865,521)
Future income taxes (188,573) - (223,663) -
Net loss (580,843) (608,636) (1,523,243) (1,865,521)
Deficit at beginning of period (12,446,269) (1,859,890) (11,503,869)  (603,005)
Deficit at end of period (13,027,112) (2,468,526) (13,027,112) (2,468,526)
Net loss per share —
basic and fully diluted $0.01 $0.01 $0.03 $0.03
Weighted average number of shares 60,021 55 885 60,021 55 652

outstanding (000’s)

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

These interim consolidated financial statements have been approved by the company’s Board of Directors



Anaconda Mining Inc.

Consolidated Statements of Comprehensive Loss
and Accumulated Comprehensive Income

3 months ended 6 months ended
November 30 November 30
2008 2007 2008 2007
$ $ $ $
Net income (loss) (580,843) (608,636) (1,523,243) (1,865,521)
Other comprehensive income (loss):
Unrealized gain (loss) on available-for-
sale securities, net of tax benefit
(note 5) (1,111,928) - (1,318,838) -
Total comprehensive loss (1,692,771) (608,636) (2,842,080) (1,865,521)
Comprehensive loss per share —
basic and fully diluted $0.03 $0.01 $0.05 $0.03
3 months ended 6 months ended
November 30 November 30
2008 2007 2008 2007
$ $ $ $
Balance at beginning of period - - 175,300 -
Unrealized gain (loss) on available-for-
sale securities, net of tax
benefit (note 5) (1,111,928) - (1,318,838) -
Accumulated comprehensive income (1,111,928) - (1,143,538) -

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

These interim consolidated financial statements have been approved by the company’s Board of Directors



Anaconda Mining Inc.

Consolidated Statements of Cash Flow

3 months ended
November 30

6 months ended
November 30

2008 2007 2008 2007
$ $ $ $
Operations
Net loss (580,843) (608,636) (1,523,243) (1,865,521)
Adjustments to reconcile net loss
to cash flow from operating activities:
Amortization 720 753 1,541 1,568
Write-down of resource properties - - - 89,794
Stock-based compensation (63,459) 161,208 87,343 1,218,485
Financing fees 6,916 73,522 6,916 147,044
Interest accretion on debenture (note 12) 8,565 8,565
Future income taxes 188,573 - 223,663 -
Foreign exchange gains (1,484) 33,790 (5,810) 40
Net change in non-cash working capital:
GST recoverable 51,299 (229,781) 145,900 (293,609)
Prepaids, deposits and receivables (40,933) (154,842) (90,673) (104,453)
Accounts payable and accruals (66,107) (527,516) (341,251) (612,847)
Promissory note (note 9) 118,357 - 118,357 -
7.5 % convertible loan (note 10) 27,843 - 1,544,096 -
Cash flow provided from (used in)
operating activities (350,555) (1,251,503) 175,404 (1,416,499)
Financing
Issuance of common shares (net of
subscriptions receivable) - 291,000 55,000 291,000
Issuance costs - (57,853) - (80,603)
Project loan - (533,267) - (533,267)
12% convertible debenture (note 7) 1,098,090 - 1,593,090 -
Deferred call option premiums - (74,491) - (74,491)
Deferred financing costs (123,638) - (138,315) -
Due to related parties - (1,000) - (1,000)
Cash flow provided from (used in)
financing activities 974,452 (375,611) 1,509,775 (398,361)




Anaconda Mining Inc.

Consolidated Statements of Cash Flow
(Cont'd)

3 months ended
November 30

6 months ended
November 30

2008 2007 2008 2007
$ $ $ $
Investments
Expenditures on mineral properties and
Purchase of property, plant and (1,777) (402,434) (20,809) (599,032)
Cash Flow used in investing activities (647,156) (960,505) (2,423,771) (3,594,483)
Effect of exchange rate changes on
cash and cash equivalents 1,484 - 5,810 -
Net decrease in cash and cash
equivalents (21,775) (2,587,619) (732,782)  (5,409,343)
Cash and cash equivalents at beginning of
period 680,397 7,162,253 1,391,404 9,983,977
Cash and cash equivalents at end of
period 658,622 4,574,634 658,622 4,574,634

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

These interim consolidated financial statements have been approved by the company’s Board of Directors



Anaconda Mining Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

General

Anaconda Mining Inc. (the "Company" or "Anaconda") was incorporated under the laws of British
Columbia. On April 18, 2007, Anaconda completed an acquisition (the “Acquisition”) of Colorado
Mineral Inc. (“Colorado”) by issuing 19,701,560 common shares of the Company to the shareholders
of Colorado in exchange for all the issued and outstanding shares of Colorado. As a result of the
issuance, the former shareholders of Colorado owned approximately 50.8% of the then outstanding
common shares of Anaconda thereby affecting a reverse takeover (“RTO”) of Anaconda.
Accordingly, for accounting purposes Colorado is deemed to be the acquirer of Anaconda, although
Anaconda is the legal parent company and the reporting issuer.

The Company's principal business activity is that of a mineral exploration and mining company with
operations in Canada and Chile. As at November 30, 2008, the Company has completed the
construction of its mining project in Baie Verte, Newfoundland (the “Pine Cove project”) and continues
to work toward commercial production, being the first day of the month following the first month in
which gold has been produced from the project for a period of thirty consecutive days at an average
rate of not less than 70% of the initial-rated capacity of the mill (“Commercial Production”).

The Company has not yet established whether its mineral properties in Chile contain reserves that
are economically recoverable. The recovery of amounts capitalized for mineral properties and related
deferred costs on the consolidated balance sheets is dependent upon the existence of economically
recoverable reserves, the ability of the Company to arrange appropriate financing to complete the
development of the properties and upon future profitable production or proceeds from their
disposition.

1. Summary of Significant Accounting Policies

(i) Basis of presentation

These interim consolidated financial statements follow the same accounting policies and their
methods of application as the audited consolidated financial statements as at May 31, 2008.

Not all disclosure required by generally accepted accounting principles for annual consolidated
financial statements are present, and accordingly, these interim consolidated financial statements
should be read in conjunction with the Company’s audited consolidated financial statements.

(i) Going concern

These interim consolidated financial statements have been prepared on the basis of accounting
principles applicable to a going concern, which assume the Company will continue in operation for the
foreseeable future and will be able to realize its assets and discharge its liabilities in the normal
course of operations. Accordingly, it does not give effect to adjustments, if any, that would be
necessary should the Company be unable to continue as a going concern and, therefore, be required
to realize its assets and liquidate its liabilities in other than the normal course of business and at
amounts that may differ from those shown in the consolidated financial statements.

Currently, the Company’s only source of operating cash flow is from its Pine Cove project. The
operation continues to experience difficulties with the concentration circuit at the front end of the
plant. As well, unexpected wear on the pumps within the circuit has involved more maintenance than



Anaconda Mining Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

anticipated. Recoveries have been impacted by the inefficiencies encountered in the concentrator
circuit and throughput has been low, due to down time.

The unanticipated and continued delay in reaching Commercial Production at the project has caused
the Company to utilize available working capital on operations and capital requirements at the mine
site, impeding its ability to deploy the funds in other areas of its operations.

The Company intends to and is in the process of, raising additional funds required to complete any
further capital requirements at its Pine Cove project and to discharge its current obligations. However,
there is no assurance that the Company will be able to raise such funds on reasonable terms. The
ability of the Company to arrange such financing in the future will depend in part upon the prevailing
capital market conditions as well as the business performance of the Company. There can be no
assurance that Anaconda will be successful in its efforts to arrange additional financing on terms
satisfactory to the Company. If additional financing is raised by the issuance of shares from the
treasury of the Company, control of Anaconda may change and shareholders may suffer additional
dilution. If adequate financing is not available, the Company may be required to relinquish rights to
certain of its interest or terminate its operations.

If the going concern assumption is not appropriate, then material adjustments may be necessary in
the carrying amounts and/or classifications of assets and liabilities in these financial statements.

(iii) Future accounting changes
International Financial Reporting Standards (“IFRS")

In 2006, the Canadian Accounting Standards Board (“AcSB”) 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 IFRS over an expected five year transitional period.
In February 2008, the AcSB announced that 2011 is the changeover date for publicly listed companies
to use IFRS, replacing Canada’s own GAAP. The date is for interim and annual financial statements
relating to fiscal years beginning on or after January 1, 2011. The transition date of June 1, 2011, will
require the restatement for comparative purposes of amounts reported by the Company for the year
ended May 31, 2011. While the Company has begun assessing the adoption of IFRS for 2011, the
financial reporting impact of the transition to IFRS cannot be reasonably estimated at this time.

2. Capital Management

The Company'’s capital structure is adjusted based on the funds available to the Company such that it
may complete the acquisition, exploration and development of properties for the mining of minerals
that are economically recoverable. The Board of Directors does not establish quantitative return on
capital criteria, but rather relies on the expertise of management and other professionals to sustain
future development of the business.

Aside from its Pine Cove project which is now in limited production, the mineral properties of
Anaconda are in the exploration and development stage and, as a result, the Company currently has
no source of operating cash flow. The Company intends to raise such funds as and when required to
complete its projects. There is no assurance that the Company will be able to raise additional funds
on reasonable terms. The only sources of future funds presently available to Anaconda are through
the exercise of outstanding stock options, the sale of equity capital of the Company or the sale by
Anaconda of an interest in any of its properties in whole or in part. The ability of the Company to



Anaconda Mining Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

arrange such financing in the future will depend in part upon the prevailing capital market conditions
as well as the business performance of the Company. There can be no assurance that Anaconda will
be successful in its efforts to arrange additional financing, if needed, on terms satisfactory to the
Company.

Management reviews is capital management approach on an ongoing basis and believes that this
approach, given the relative size of the Company, is reasonable.

There were no changes in the Company’s approach to capital management during the three months
ended November 30, 2008. The Company is not subject to externally imposed capital restrictions.

3. Risk Factors

The Company’s major projects are its Pine Cove project and its San Gabriel property (the “Projects”).
Unless the Company acquires or develops additional material properties, the Company will be mainly
dependent upon the Projects, and specifically its Pine Cove mining project. Any adverse
developments affecting the Company’s Projects would have a material adverse effect on the
Company’s financial condition and results of operations.

Other risk factors and their impact on the Company'’s financial instruments are summarized below:
Credit Risk

Credit risk is the risk of loss associated with a counter-party’s inability to fulfill its payment obligations.
The credit risk is primarily attributable to cash and GST recoverable. Cash is held with a tier A
Canadian chartered bank and management believes the risk of loss to be minimal.

Financial instruments included in GST recoverable consist of goods and services taxes receivable
from the Canadian government and such amounts are in good standing as at November 30, 2008.
Management believes that the credit risk associated with the financial instruments included in GST
recoverable is minimal.

Liquidity Risk

The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to
meet liabilities as they become due. As at November 30, 2008, the Company had an unrestricted
working capital deficiency of approximately $4.6 million of which approximately $2.9 million related to
short term liabilities, $118,000 related to a promissory note (note 9) and $1.5 million related to a
facility that is repayable in June 2009 (note 10). The Company used the remaining proceeds from the
closings of its 12% convertible debenture financing (note 12())) to discharge some of its current
obligations. However, in order to meet its other short to medium-term working capital obligations, the
Company intends on securing further financing to ensure that those obligations are properly
discharged prior to its Pine Cove project reaching Commercial Production. As discussed in Note 1
(i), there can be no assurance that Anaconda will be successful in its efforts to arrange additional
financing on terms satisfactory to the Company.



Anaconda Mining Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

Market Risk

Market risk is the risk of loss that may arise from changes in market factors such as interest rates,
foreign exchange rates, commodity prices and/or stock market movements.

(i) Interest rate risk

The Company has no interest-bearing assets and only fixed-interest debts. The Company invests
excess cash, when available, in short term securities with maturities of less than one month.
Anaconda periodically monitors the investments it makes and is satisfied with the creditworthiness of
its cash investments.

(i) Foreign currency risk

The Company’s functional currency is the Canadian dollar. The Company transacts business using
the Canadian dollar, the US dollar and the Chilean peso.

The Company may sell its future reserve production pursuant to marketing agreements that are
denominated in the Chilean Peso that first must be denominated into US dollars or in Canadian dollars
when producing in Canada. Some of the operational and other expenses incurred by the Company are
paid in US dollars or in local currency of the country where operations are performed. The assets and
liabilities of the Company are recorded in Canadian dollars. As a result, fluctuations in the US dollar or
Chilean Peso against the Canadian dollar could result in unanticipated and material fluctuations in the
financial results of the Company. The Company has no plans for hedging its foreign currency
transactions.

(iii) Commodity price risk

The Company is exposed to price risk with respect to commodity prices. Commodity price risk is the
potential adverse impact on earnings and economic value due to commodity price movements and
volatilities. The Company closely monitors commodity prices as it relates to minerals (and specifically,
gold) to determine the appropriate course of action to be taken by the Company.

(iv) Stock market volatility risk

For certain option rights it has granted on some of its properties, the Company has taken in
consideration, common shares of the optionee company. Such common shares have been issued by a
company whose shares trade on the Toronto Stock Exchange’s Venture Exchange. The value of these
financial instruments fluctuate on a daily basis due to external market factors that are not within the
control of the Company. The Company monitors the trading value of these common shares in order to
ensure that, if in the best interest of the Company, sale of the shares is made under favourable
conditions.

4. Cash and Cash Equivalents
Cash and cash equivalents consist of cash on deposit with the banks of $45,217 (May 31, 2008 -

$784,237) and cashable guaranteed investment certificates that of $613,404 (May 31, 2008 -
$607,167).



Anaconda Mining Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

CICA 1540.52 calls for the disclosure of cash or cash equivalents that may be available for current
purposes but on a restricted basis. The following chart discloses the Company’s cash and cash
equivalents that are restricted as a result of cash held by its Canadian bank in interest bearing
deposits securing letters of credit issued regarding the Pine Cove project:

November 30, 2008 May 31, 2008

$ $

General Purpose
Cash 5,578 784,237
Cash equivalents 65 66
5,644 784,303

Restricted

Cash 39,574 -
Cash equivalents 613,404 607,101
652,978 607,101
Total Cash and Cash Equivalents 658,622 1,391,404

5. Investments

The investments consist of 1,530,000 common shares of MERC International Minerals Inc. (“MIMI”), a
company traded on the TSX Venture Exchange (“TSXV") and were measured at their fair value as
determined by the closing prices of MIMI's shares on the TSXV on the day of receipt. Anaconda has
identified these investments as available-for-sale and has measured their fair value at November 30,
2008, based on the last available closing price of the securities on the TSXV on the nearest prior date
to November 30, 2008. As such, the Company has estimated a fair value per share of $0.15,
resulting in a 6-month decrease of $1,337,900 in these investments and a decrease in accumulated
other comprehensive income of $1,143,538 offset by future income recoveries of $193,963 that have
been included in the current period’s net loss.

See note 9 for restrictions on the Company’s ability to trade these securities.

6. Mineral Properties and Deferred Exploration Expenditures

November 30, May 31,
2008 2008
$ $

Mineral Properties
Balance at beginning of period 6,564,886 9,148,770
Acquisitions costs’ (1,653,043) (1,321,003)
Costs written off - (1,263,881)
Balance at end of period 4,911,843 6,564,886




Anaconda Mining Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

November 30, May 31,
2008 2008
Deferred Exploration Expenditures

Balance at beginning of period 7,890,897 1,701,435
Deferred exploration expenditures 1,866,860 10,652,195
Costs written off - (4,463,011)
Balance at end of period 9,757,757 7,890,619

Asset Retirement Obligation (note 11)
Balance at beginning of period 645,000 250,000
Additions for the period - 435,000
Balance at end of period 645,000 645,000
15,314,600 15,099,783

'Balance at May 31, 2008, reflects US$2.05 million option payment received from Minera Pefioles de
Chile. Balance at November 30, 2008 reflects an option payment received in accordance with an

agreement entered into with MIMI, referenced below.

A detailed breakdown of the Company’s mineral properties and deferred exploration expenditures by

property is as follows:

November 30,

Property May 31, 2008 Additions Written-off 2008
$ $

San Gabriel 2,773,858 901,477 - 3,675,335
Other Chilean 852,279 185,542 - 1,037,821
Pine Cove 8,802,184 1,024,866 - 9,827,050
Damoti Lake' 1,947,068 (1,897,068) - 50,000
Borthwick Lake 480,122 - - 480,122
Lingman Lake 244,272 - - 244,272
15,099,783 214,817 - 15,314,600




Anaconda Mining Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

Property May 31, 2007 Additions Written-off ~ May 31, 2008
$ $

Inca de Oro Sur (formerly
known as Carmen)? 2,142,595 (2,142,595) - -
Vicufia 1,074,265 807,286 (1,881,551) -
San Gabriel 2,140 2,771,718 - 2,773,858
Other Chilean 907,177 3,057,769 (3,112,667) 852,279
Pine Cove 2,375,144 6,427,040 - 8,802,184
Damoti Lake 3,736,853 165,028 (1,954,813) 1,947,068
Borthwick Lake® 617,759 (137,637) - 480,122
Lingman Lake 244,272 - - 244,272
11,100,205 10,948,609 (6,949,031) 15,099,783

! Additions for period reflect $1,897,068 of option payments received from MIMI, referenced below.

ZBalance and additions for period reflects US$2.05 million option payment received from Minera Pefioles
de Chile.

® Balance reflects an option payment received in accordance with an agreement entered into with MIMI,
referenced below.

Inca de Oro Sur (also see Note 18 — Subsequent Events)

On November 20, 2008, the Company announced that | had received notice from it JV partner Minera
Penoles de Chile Ltda (“Penoles”) that it would not continue into the second year of the option and
joint venture agreement governing the project.

Damoti Lake

Pursuant to an option agreement dated August 1, 2008, Anaconda optioned its interest in the Damoti
Lake gold project to MIMI. Under the terms of the option agreement, the Company received
$250,000 as an option payment, $208,000 as reimbursement for security deposits held by
government authorities regarding the land and water use on the project and 1,250,000 common
shares of MIMI (fair-valued on the date of receipt at $1.16 per share, or $1,450,000).

Borthwick Lake

Pursuant to an option agreement dated December 3, 2007, Anaconda optioned its interest in
Borthwick Lake to MIMI. Under the terms of the option agreement, the Company received $25,000
as an option payment and 250,000 common shares of MIMI (fair-valued on the date of receipt at
$0.39 per share, or $97,500).

On a quarterly basis, management of the Company review exploration costs to ensure deferred
expenditures include only costs and projects that are eligible for capitalization. If it is determined that
the carrying value of a property exceeds its net recoverable amount as estimated by management, or
exceeds the selling value of the property, a provision is made for the decline in value and charged
against operations in the year.

The amounts shown for mineral properties and related deferred costs represent costs incurred to
date, less write-offs and recoveries, and do not necessarily reflect present or future values of the



Anaconda Mining Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

particular properties. Proceeds from gold sales during the bulk sampling development stage and the
net realizable value of gold concentrate in inventory will be netted against deferred exploration and
development costs.

7. Leasehold Improvements

As at November 30, 2008 May 31, 2008
Accumulated Accumulated
Cost Amortization Cost Amortization
$ $ $ $
Leasehold Improvements 16,765 7,316 16,765 5,775
16,765 7,316 16,765 5,775
Net Book Value 9,449 10,990

8. Mill and Equipment

As at November 30, 2008 May 31, 2008
Accumulated Accumulated
Cost  Amortization Cost Amortization
$ $ $ $
Mill 2,287,174 - 2,287,174 -
Equipment 533,770 - 512,961 -
2,820,944 - 2,800,135 -

Net Book Value 2,820,944 2,800,135

As per the Company’s accounting policy, amortization of the building, plant and equipment will begin
once Commercial Production commences at its Pine Cove project.

9. Promissory Note

In September 2008, the Company signed a promissory note payable to Auramet Trading, LLC in
exchange for extending the final payment of US$255,000 due on the forward-buy contracts that the
Company closed out prior to year end. The promissory note carries interest of 10% on the
outstanding balance and is repayable by December 31, 2008. The Company has pledged 50% of its
gold production from the Pine Cove project to service the interest and principal payments on the
promissory note.

10. 7.5% Convertible Loan
In July 2008, the Company arranged for a 7.5% convertible, unsecured loan facility (the “7.5%
Facility”) of up to $1.5 million dollars from Thorsen-Fordyce Merchant Capital Inc. (“Thorsen”), an

insider of the Company. The 7.5% Facility allows the holder to convert the indebtedness of, in whole
or in part, into units of the Company, each unit consisting of one common share and one-half of one

8



Anaconda Mining Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

common share purchase warrant, at the greater of (i) $1.00 per unit, and (ii) the volume weighted
average trading price of the common shares of the Company for the twenty trading days immediately
preceding the date of the notice of conversion (the “Conversion Price”), per unit. Each whole warrant
received on the conversion will entitle the holder to purchase one common share during the 18
months after the date of conversion at (i) a price of $1.25 per share where the conversion price was
$1.00, or (i) at a price equal to 1.25 times the Conversion Price.

Upon the closing of the 7.5% Facility, the Company valued the conversion portion of the loan amount
as described per CICA 3861 using a discount factor of 15%, a factor it considered to be consistent
with interest costs for a similar loan with no conversion feature. Since this factor is greater than the
interest rate on the loan, the value attributable to the equity component of the loan was zero.

The Company has fully drawn on this facility.

11. Asset Retirement Obligations

A reconciliation of the provision for asset retirement obligations is as follows:

November 30, 2008 May 31, 2008

$ $
Opening balance 645,000 250,000
Additions to provision for reclamation - 395,000
Closing balance 645,000 645,000

The Company’s estimates of future asset retirement obligations are based on reclamation standards that
meet or exceed regulatory requirements. Elements of uncertainty in estimating these amounts include
potential changes in regulatory requirements, decommissioning and reclamation alternatives and
amounts to be recovered from other parties. The provision for reclamation is provided against the
Company’s Pine Cove project and is based on the project plan approved by the Government of
Newfoundland.

In concert with the Company’s ARO obligations, it has issued letters of credit in the amount of $565,500
to the Newfoundland and Labrador government in satisfaction of its requirements under the approved
site development plan.

Upon Commercial Production activities, this provision will be accreted over the life of the mine on a
units-of-production basis, to the estimated retirement obligation payable through charges to
operations.

12. Debenture

During August 2008, the Company obtained and drew down on a demand loan (the “Demand Loan”)
in the amount of $495,000. The terms of the loan provided that interest would be paid quarterly, in
arrears, at a rate of 12% per annum and that the principal was to be repaid from the proceeds of a
debenture facility that was completed by the Company in September, 2008.

On September 16, 2008, the Company closed on a portion of a non-brokered, secured, convertible,
12% debenture financing (the “Debenture”). The Debenture consists of a total of up to 3,300
debenture units (the “Debenture Units”) with a face value of $1,000 per Debenture Unit, maturing
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Notes to the Consolidated Financial Statements
(Unaudited)

For the 6 months ended November 30, 2008 and
For the period 6 months ended November 30, 2007

September 15, 2013 (the “Maturity”), and a subscription price of $900 per Debenture Unit. The
amount closed consisted of 1,713 Debenture Units and raised $1,541,700 of discounted proceeds.
The discount-to-face-value amount will be accreted to interest expense over the term of the
Debenture. The Demand Loan was repaid in full from these proceeds. Interest is payable semi-
annually until Maturity and the Debenture may be prepaid in whole or in part (including accrued
interest) at any time without penalty or bonus. The Company paid finders’ fees of $12,924, regarding
debenture amounts raised to-date.

The Debenture is secured by a charge over certain of the Company’s assets, including the common
shares of MIMI (the “MIMI Shares”) that it currently owns (note 5). During the time that the MIMI
Shares are held as security hereunder, the Company has surrendered the share certificates to a
trustee pursuant to the General Security and Pledge Agreement.

The Company has also established a debt reduction escrow account (the “Escrow Account”) funded
from gold sales from the Company’s Pine Cove gold project from which debt service and/or principal
repayments will be made.

Each Debenture Unit may be converted (the “Conversion”) into common shares of the Company on
the following basis:

Conversion Rate per

Period common share
Until September 15, 2010 $0.75
September 16, 2010 until September
15, 2012 $0.90
September 16, 2012 until September
15, 2013 $1.10

The Company may accelerate conversion of the Debentures if the closing price of the Company’s
shares (listed on the Toronto Stock Exchange —TSX) is equal to or exceeds 100%, of the underlying
conversion price for a period of 20 consecutive trading days during any conversion period.

The Company valued the conversion portion of the loan amount as described per CICA 3861 using a
discount factor of 15%, a factor it considered to be consistent with interest costs for a similar loan
with no conversion feature. Since this factor is greater than the yield on the debentures, the value
attributable to the equity component of the debentures was zero.

13. Related Party Transactions
As at November 30, 2008, the consolidated financial statements include $166,594 (2007 - $69,200)
in consulting and interest costs incurred with directors and/or officers of the Company or corporations

controlled by them. These transactions are measured at their exchange amounts, being the amounts
agreed upon between the Company and the related parties.
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14. Capital Stock
(@) Common Shares
Anaconda’s authorized share capital consists of an unlimited number of Common shares.

The issued and outstanding Common shares are as follows:

Number of Shares $
Balance at May 31, 2007 55,420,635 17,759,127
Issued for cash:
Private placement 2,585,000 2,585,000
Exercise of options 192,500 144,000
Exercise of warrants 331,250 212,500
Exercise of agent warrants 991,875 793,500
Costs of financings - (153,053)
Fair value of issued warrants - (398,366)
Fair value of exercised options - 71,350
Fair value of exercised warrants - 396,655
Issued for options on mineral properties 400,000 176,000
Issued on partial conversion of Auramet loan 100,000 130,000
Balance at May 31, 2008 and November 30, 2008 60,021,260 21,716,713

The table above reflects the legal number of outstanding shares of Anaconda but the book value
associated with them for accounting purposes is based upon Colorado’s share capital account. The
dollar amount of the legal stated capital of Anaconda therefore differs from the amounts reflected
above.

Private Placement — Fiscal 2008

The Company completed a 2-tranche, non-brokered private placement whereby it issued 2,585,000
units at a price of $1.00 per unit, for gross proceeds of $2,585,000. Each unit consists of 1 common
share of the Company and one-half of one share purchase warrant. Each whole share purchase
warrant will entitle the holder to purchase one common share of the Company at an exercise price of
$1.25 per share until November 14, 2009 (for 1,000,000 warrants that closed during tranche 1 of the
financing) and November 30, 2009 (for the remaining 292,500 warrants that closed during tranche 2
of the financing).

The 1,000,000 and 292,500 share purchase warrants were assigned a value of $313,004 and
$85,362 respectively, using the Black- Scholes valuation model with the following assumptions: a
eighteen month expected term; 93.1% and 94.1% volatility, risk free interest rate of 2.98% and
3.16% and a dividend yield of Nil%.

The Company paid total finder’s fees on the private placement of $45,000.
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(b) Warrants

The outstanding Issued Warrants balance at November 30, 2008, is comprised as follows:

Exercise
No. of Price
Date of Expiry Type Fair Value Warrants $
April 17, 2009 Purchase 2,093,296 8,184,375 1.20
Nov. 14, 2009 Purchase 313,004 1,000,000 1.25
Nov. 30, 2009 Purchase 85,362 292,500 1.25
Total 2,491,662 9,476,875
The outstanding Issued Warrants balance at May 31, 2008, is comprised as follows:
Exercise
No. of Price
Date of Expiry Type Fair Value Warrants $
April 17, 2009 Purchase 2,093,296 8,184,375 1.20
Nov. 14, 2009 Purchase 313,004 1,000,000 1.25
Nov. 30, 2009 Purchase 85,362 292,500 1.25
Total 2,491,662 9,476,875
(c) Options

Anaconda has a 10% rolling stock option plan pursuant to which options to purchase common shares
may be granted to certain officers, directors, employees and consultants. As at November 30, 2008,
the Company has 2,407,126 (2008 — 1,882,064) options available for issuance under the plan.
Continuity of the unexercised options to purchase common shares is as follows:
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November 30, 2008 May 31, 2008
Weighted Weighted
Average Average
Exercise No. of Exercise No. of
Price ($) Options Price ($) Options
Outstanding at beginning of period 0.91 4,012,500 0.81 250,000
Transactions during the period:
Granted - - 0.92 4,055,000
Exercised - - 0.75 (192,500)
Forfeited 1.15 (417,500) 0.88 (100,000)
Expired - - - -
Outstanding at end of period 0.90 3,595,000 0.93 4,012,500
Exercisable at end of period 0.90 3,492,500 0.91 3,322,500

The following table provides additional information about outstanding stock options at November 30,

2008:
Weighted
Average
Weighted Weighted No. of Exercise
Range of No. of Average Average Options Price ($) of
Exercise Options Remaining Exercise Currently  Exercisable
Prices (3$) Qutstanding Life (Years) Price ($) Exercisable Options
0.50 -0.99 2,505,000 3.0 0.75 2,417,500 0.74
1.00-1.50 1,015,000 3.9 1.10 1,000,000 1.08
1.51-2.00 75,000 0.2 1.58 75,000 1.58
3,595,000 3.6 0.93 3,492,500 0.86

Stock-based compensation

There were no stock options granted during the quarter. The fair value of the stock options vesting for
the 6 months ended November 30, 2008 was $87,342 (2007 — $1,218,485) which amount has been
expensed in the statement of operations. The weighted average grant-date fair value of options granted
during the 3 months ended November 30, 2008 was $Nil (2007 — Nil) per option issued.
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15. Contributed Surplus

$

Balance at May 31, 2007 -
Stock-based compensation 2,418,538

Fair value transferred on exercised options (71,350)
Balance at May 31, 2008 2,347,188
Stock-based compensation 87,342
Balance at November 30, 2008 2,434,530

16. Income Taxes

The income tax provision differs from that computed using the statutory tax rates for the following

reasons:

November May 31,
30, 2008 2008
($) % ($) %
Income taxes (recoveries) at Federal and
Provincial statutory rates (452,000) (34.8) (3,803,800) (34.8)
Difference between Canadian and foreign tax rates (7,200) (0.6) 816,500 7.5
Expenses deductible for tax purposes:
1/2 Capital (gain) loss treatment - - (90,500) (0.8)
Expenses not deductible for income tax purposes:
Stock-based compensation 87,000 6.7 841,700 7.7
Other (31,000) (2.3) 2,400 0.0
Valuation allowance 179,532  13.8 2,239,100 20.1
Future income taxes (recoveries) (223,663) (17.2) (29,700)  (0.3)

Future Income Tax Liability

The tax effects of temporary differences that give rise to significant portions of future tax assets and

liabilities are:
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November 30,
2008 May 31, 2008

(%) ()
Future tax asset:
Temporary timing differences on long-term assets 306,100 (811,700)
Capital and non-capital losses available for carry forward (914,100) (968,100)
Deductible Financing Fees (332,400) (332,400)
Future tax asset on unrealized losses on
“Available-for-sale” investments (193,900)
Future tax liability:
Future tax payable on unrealized gains on
“Available-for-sale” investments - 29,700
Valuation Adjustment 1,134,300 2,082,500

Future Income Tax Liability - -

17. Segmented Information

The Company has assets and operations in Chile and Canada. Information regarding the Company’s
reportable segments, that are by geographical area, is as follows:

November 30,

2008 May 31, 2008

Identifiable Assets:
Canada 14,481,214 16,934,141
Chile 4,835,565 6,238,017
Consolidated Identifiable Assets 19,316,779 23,402,928
For the 6 months ended November 30 2008 2007
Canada (1,382,729) (1,493,606)
Chile (140,513) 236,722
Consolidated Net Loss (1,523,243) (1,256,885)

18. Subsequent Event

i) Promissory Note (note 9)

On December 31, 2008, the balance due under the promissory note was approximately $29,000
and it remains outstanding. As noted, the Company has pledged 50% of cash flow generated
from its Pine Cove project in order to service the principal and interest payments under this note.
It is anticipated that the note will be repaid during the Company’s third quarter.
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i) Inca de Oro Sur

In December 2008, the Company's discussions with the projects vendor on deferring or
renegotiating the terms that remain outstanding on its underlying option, were not successful.
The Company did not make the US$1 million option payment that was due on December 10,
2008 and the property was returned to the vendor.

iii) Demand Loan
During December 2008 and January 2009, advances were made to the Company in the amount

of $219,000 by Thorsen. Repayment of principal and accrued interest is due on demand with the
amounts advanced accruing interest at 12% per annum.
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