BEAR LAKE GOLD LTD.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

The following management’s discussion and analysis (“MD&A”) of the operations, results, and financial position
of Bear Lake Gold Ltd. (“Bear Lake” or the “Company”) dated January 21, 2010, covers the years ended
September 30, 2009 and 2008 and should be read in conjunction with the audited consolidated financial
statements and related notes for the years ended September 30, 2009 and 2008 (the “September 30, 2009 and
2008 consolidated financial statements”). The September 30, 2009 and 2008 consolidated financial statements
have been prepared in accordance with generally accepted accounting principles in Canada (“Canadian
GAAP’). All financial results are expressed in Canadian dollars unless otherwise indicated.

BUSINESS OVERVIEW

Bear Lake is engaged in the exploration for gold in North America. Its primary assets are (i) a 100% interest in the
Bear Lake, Cheminis, Fernland and Barber Larder projects and a 75% interest in the Swansea property, all of which
form the Larder Lake gold project located in the Larder Lake area of eastern Ontario, (ii) an option to earn a 75%
interest from Hope Bay Mining Ltd. (a subsidiary of Newmont Mining Corporation) in two groups of claims located on
the Hope Bay gold belt located in Nunavut, and (iii) an option from a privately-held company to earn a 60% interest in
the Unity property located in Idaho, USA. During the year ended September 30, 2009, the Company’s activities have
been focused on exploring its Larder Lake and Hope Bay gold projects.

On September 16, 2008, NFX Gold Inc. (“NFX”) and Maximus Ventures Ltd. (“Maximus”) completed a business
combination pursuant to a plan of arrangement (the “Transaction”). On the same day, NFX changed its name to
Bear Lake Gold Ltd. Since Maximus was identified as the acquirer for accounting purposes, the consolidated
financial statements of Bear Lake are a continuation of the consolidated financial statements of Maximus.

The Company has not yet determined whether its properties contain mineral resources or mineral reserves. To date,
the Company has not generated any revenues from operations.

The Company has limited funds (available liquidities of approximately $935,000 at January 21, 2010) and it is
actively defending itself against the class action lawsuit described in its public disclosure documents. The
Company’s ability to raise additional funds may be impacted by, among others, its ability to resolve its legal
issues and the strength of the capital markets. As a result, the Company has suspended all exploration activity
and taken steps to minimize expenditures wherever possible. The Company will continue to vigorously defend
itself against the lawsuit. However, the timing and potential cost of a resolution cannot be determined at this
time.

Going Concern Assumption

The Company’s consolidated financial statements have been prepared with the assumption that the Company
will be able to realize its assets and discharge its liabilities in the normal course of business. However, certain
conditions may lend significant doubt as to the appropriateness of the going concern assumption. Specifically, i)
given that the Company has not yet found a mineral property containing mineral deposits that are economically
recoverable, the Company has not generated any income or cash flows from operations and at September 30,
2009, had an accumulated deficit of $42,395,686; ii) the uncertainty related to the class-action suit filed against
the Company and others following the announcement of technical data inconsistencies on the Larder Lake
Property and the potential loss exposure to the Company, which amount cannot be estimated at this time; iii)
following the uncovering of the technical data inconsistencies, the Company suspended all operations at the
Larder Lake Property and as at this date has not yet recommenced such operations; iv) the Company is
required to spend an additional amount of $2,000,000 on the Hope Bay Project by October 31, 2010 in order to



earn a 75% interest in the property; and v) based on current available liquidities, the Company has insufficient
cash resources to undertake an exploration program on any of its exploration properties.

At September 30, 2009, the Company had $1,485,785 in available liquidities, including cash of $1,224,989 and
an amount of $260,796 available under its credit facilities. While it has sufficient cash to meet all of its current
commitments, the Company will require additional funding within the next 12 months to meet its earn-in
commitment under the option agreement for the Hope Bay Project, to resume its exploration programs at Larder
Lake, and to meet its corporate administrative expenses for the same period. While the Company has been
successful in raising funds in the past, there can be no assurance that adequate funding will be available in the
future, or available under terms favorable to the Company.

The Company’s consolidated financial statements do not reflect any adjustments that would be necessary if the
going concern assumption were not appropriate for these consolidated financial statements. If the going concern
assumption were not appropriate for these consolidated financial statements, then adjustments to the carrying
values of assets and liabilities and balance sheet classification, which could be material, may be necessary.

Write-down of mineral properties

In accordance with existing accounting pronouncements, including Emerging Issues Committee Abstract EIC-
174, Mining Exploration Costs, the Company has charged to operations during the year ended September 30,
2009 an amount of $15,200,000 as write-down of mineral properties, due to share-based payments made in
prior years for certain mineral properties, at a time when the Company’s share price was trading at a
significantly higher level than its current share price. Of the total write-down of mineral properties, an amount of
$14,700,000 is attributable to the Larder Lake Property and an amount of $500,000 is attributable to the Hope
Bay Project. Also, in September 2009, the Company abandoned its 100% interest in the Kirkland-Wright claims,
which are part of the Larder Lake Property, as these claims did not fit into the Company’s strategy for Larder
Lake and consequently, charged an additional amount of $66,700 to operations as write-down of mineral
properties.

At September 30, 2009, the carrying value of the Company’s mineral properties, after taking into account the
above-noted write-downs, totalled $9,976,550, including an amount of $9,303,421 attributable to the Larder
Lake Property and $575,000 attributable to the Hope Bay Project. Deferred exploration expenses at September
30, 2009 totalled $16,200,191, including $10,029,974 attributable to the Larder Lake Property and $5,196,531
attributable to the Hope Bay Project.

Class-action lawsuit

A class action lawsuit was filed on August 25, 2009 in the Ontario Superior Court of Justice against the
Company and certain of its current and former officers and directors, alleging certain misrepresentations were
made during the period from July 18, 2006 to July 28, 2009 regarding Bear Lake’s Larder Lake project. The
lawsuit seeks general and special damages in the amount of $20 million and punitive damages in the amount of
$5 million. The lawsuit is in an early stage and as a result, the Company is unable to estimate a potential loss
exposure at this time. The plaintiffs will need to seek leave or permission of the court to bring the class action
under Secondary Market Disclosure provisions of the Securities Act. The Company is vigorously defending itself
and its assets.

Larder Lake Property
Data inconsistencies

On July 21, 2009, the Company announced that it had become aware of material inconsistencies regarding the
Company’s exploration data that appeared to compromise the Company’s prior reporting of exploration results
in respect of the Company’s Larder Lake Property. Upon learning of these matters, the Company immediately
commenced an investigation. Scott Wilson Roscoe Postle Associates (“Scott Wilson RPA”) led the technical
investigation and Stikeman Elliott LLP led the legal aspects of the investigation. The Company’s Board of



Directors established a Technical Committee to supervise the investigation, review internal technical procedures
and make recommendations to the Board of Directors.

On November 3, 2009, the Company announced that Scott Wilson RPA had substantially completed its
technical investigation into the Larder Lake exploration data. Scott Wilson RPA issued a report to the Company
and its Board of Directors dated November 2, 2009 (the “Report”) which confirmed certain data inconsistencies
disclosed during the period from November 27, 2008 to July 14, 2009 as well as three additional inconsistencies
(hole NFX07-16, initially disclosed on December 20, 2007; hole NFX08-38, initially disclosed on June 4, 2008;
and hole NFX08-49, initially disclosed September 4, 2008) identified in the Report.

The Company has determined that Mr. Bernard Boily, the Company’s then Vice President Exploration and the
“qualified person” (as such term is defined in National Instrument 43-101) who prepared and supervised the
preparation of all relevant data and technical disclosure, altered certain assay certificates by manually changing
the assay results prior to entering such results in the Company’s exploration database in respect of the Bear
Lake area of the Larder Lake Property (the “Database”). The Company has further determined that, in certain
instances, Mr. Boily used certain assay results selectively at his discretion, when calculating the drill hole
intercept averages resulting in a bias toward higher grades being disclosed in the press releases than were
supported by all of the data in the original laboratory assay certificates. Based upon the Report, the Company
has determined that the manipulation of Database data by Mr. Boily dates back to around November 27, 2008,
and it is possible that it may also account for the three prior inconsistencies referred to above (hole NFX07-16,
hole NFX08-38, and hole NFX08-49) but the Company cannot make a determinative statement on this. Based
upon the investigation completed, the Company has determined that there was no evidence of tampering with
core or samples sent to the assay labs, other than potentially hole NFX08-49 which remains unresolved, and
that the only evidence was of data tampering with assay certificates and the Database. The Company has also
determined that Mr. Boily acted alone and there was no evidence of anyone else having been involved, based
on the completed investigation. Immediately subsequent to making the determinations above, the Company
sent to Mr. Boily a letter of termination in respect of his employment.

As part of the November 3, 2009 press release, the Company included a table showing the restated intercepts
for the Bear Lake area of the Company’s Larder Lake Property (the “Restated Exploration Results”), which
included a comparison to the intercepts as originally released. The Restated Exploration Results included a total
of 58 intercepts within the Bear Lake area of the Larder Lake property. Of the 58 intercepts, 24 intercepts (41%)
were affected by the unsupported assays while 34 intercepts (59%) were unaffected or had only minor changes
and corrections. Of the 24 intercepts affected by unsupported assays, 7 still represent a significant intercept
after using verified data.

Exploration activities at the Larder Lake Property were suspended on July 17, 2009, as soon as the data
inconsistencies were uncovered, and have not yet recommenced.

Exploration Activities

During the year ended September 30, 2009, the Company incurred deferred exploration expenditures of
$4,064,882 on the Larder Lake Property, compared to $3,740,687 in 2008. Of the total amount in deferred
exploration expenditures incurred during the year ended September 30, 2009, $3,446,397 was spent on drilling
and assaying.

During the period from October 1, 2008 to July 17, 2009, the Company completed 27 holes totaling 18,672
meters of diamond drilling at Larder Lake, most of which investigated the Bear Lake gold zone. Since March
2007, the Company has completed over 55,000 meters of drilling at the Larder Lake Property.

As indicated in the Restated Exploration Results, the Bear Lake area of the Larder Lake Property clearly
contains gold. The gold occurs within two types of mineralization, “Carbonate-type” mineralization and “Flow-
type” mineralization. Both the Flow-type and the Carbonate-type mineralization identified to date in the Bear
Lake area show strong alteration and mineralization and remain priority exploration targets for the Company.
The Restated Exploration Results confirm the Company’s interpretation that in the Bear Lake area both high-
grade and lower-grade areas occur within the large zones of mineralization and alteration. Based on the



Restated Exploration Results, the Company believes that the Bear Lake area represents a significant gold
discovery for the Company and that additional drilling is warranted to fully investigate the potential extent and
grade of mineralization. In addition, there exists a potential to find other mineralized zones along the 13-km
strike length of the prolific Cadillac-Larder Lake Break owned by the Company.

Immediately prior to the suspension of activities in July 2009, the Company had completed the drilling of three
holes. Results from holes BLG09-71B, BLG09-72A and BLG09-73 were logged, sampled and assayed under
the direct supervision of Scott Wilson RPA. All of these holes intersected Carbonate-type and Flow-type
mineralization with detailed results included in the November 3, 2009 press release.

Emergency Order

The Ontario Ministry of Northern Development, Mines and Forestry (“MNDMF”) issued an Emergency Order on
December 4, 2009 to five companies, including Bear Lake, with claims in McGarry Township, in the area where
the Upper and Lower Kerr Mine Tailings Ponds are located. The MNDMF has found that a dam and spillway on
a claim which is not held by the Company is in need of immediate repair. The Company has responded to the
MNDMF denying any liability, on the basis that the affected dam and spillway are located on property owned
and controlled by others. Notwithstanding this response, the Company is cooperating with the MNDMF on this
matter. At this time, the Company cannot estimate the potential cost for dealing with this issue, but it does not
believe that it will be significant.

Outlook

The Company would like to resume its activities at Larder Lake as soon as possible. In order to do so, the
Company will need to raise additional funds. The Company’s ability to raise such additional funds may be
impacted, by among others, its ability to resolve the class action lawsuit and the strength of the capital markets.
The Company is working on a 3D geologic re-interpretation based on the Restated Exploration Results and will
plan the next drilling program. The Company is keeping its claims in good standing. Should the Company be
able to raise enough funds to initiate a drilling program, the program would mainly focus on the definition and
expansion of the Bear Lake zone with the objective of completing a 43-101 compliant resource estimation as
soon as sufficient data is available. Also some drilling would investigate additional targets identified along the
13km trend along the Cadillac-Larder Lake break on its property.

Hope Bay Project, Nunavut, Canada

Under the terms of an option and joint venture agreement dated September 10, 2004 between the Company
and Hope Bay Mining Ltd. (“HB Mining”), the Company can earn a 75% interest in the Chicago and Twin Peaks
groups of claims in the Hope Bay gold belt in Nunavut by funding cumulative minimum exploration expenditures
of $7,250,000 by October 31, 2010. During the option period, exploration work at Hope Bay is performed by HB
Mining under work programs and budgets prepared by HB Mining and approved by the Company.

During the year ended September 30, 2009, the Company incurred deferred exploration expenditures of
$837,574 on the Hope Bay Project, compared to $157,283 in 2008. Of the total amount in deferred exploration
expenditures incurred during the year ended September 30, 2009, $673,114 was spent on drilling and assaying.
In October 2009, expenditures incurred at the Hope Bay Project totalled $116,715, for a cumulative amount of
$5,313,246 as at October 31, 2009, satisfying the requirement of the Company to have incurred a minimum
amount of $5,250,000 by October 31, 2009, in accordance with the option agreement on the Hope Bay Project.

Six drill holes totalling 1,313m were completed in August and September 2009 in the Twin Peaks/Discovery
area located in the northern part of the Hope Bay project. The drill holes successfully identified the presence of
narrow gold bearing quartz veins and additional work is required to further investigate the alteration system and
the structural controls of the mineralization that could lead to greater gold accumulation.

The Company will need to spend an additional $2,000,000 in 2010 to meet its obligations under the option
agreement and become vested in the project. Planned exploration work at Hope Bay in 2010 would concentrate
on the Twin Peaks/Discovery target to investigate the potential for greater volume of mineralization associated



to the combination of lithologic contact and favorable structures. There is no assurance that the Company will
have the funds to meet its spending obligations.

Unity Project, Idaho, USA

On July 31, 2007, the Company had entered into an option agreement with Unity GoldSilver Mines Inc. (a
privately-held company) (“Unity”) to earn a 60% interest in the Unity property located in Idaho, USA. The term of
the option agreement and other provisions were amended in April 2009 to take into account “force majeure”
conditions that occurred from July to October 2007, resulting in the Company’s inability to access the property
following forest fires, and the longer than anticipated delays in obtaining required permitting. To earn its interest,
the Company must incur US $1,000,000 in exploration and development work and complete a positive feasibility
study by February 16, 2012. At September 30, 2009, the Company had incurred a cumulative amount of
$973,686 on the Unity Project. On March 27, 2009, the Company reported in a press release results from the
2008 drilling program carried out on the Unity Project. Although the program completed to date confirmed the
presence of gold-bearing veins, the results were not conclusive and a follow-up drilling program targeting the
gold-rich veins at depth is being planned and may be executed in the summer of 2010. There is no assurance
that the Company will have the funds to meet its spending obligations.

Lemoyne North, Québec

On July 16, 2007, Eloro Resources Ltd. (“Eloro”) granted the Company an option to acquire a 50% interest in
the Lemoyne North, Horseshoe, Taiga and Taiga West properties by expending $3,000,000 by July 15, 2011.
On April 2, 2009, after reviewing all available data, the Company advised Eloro of its decision to terminate the
option agreement.

Qualified Person

The above technical information was reviewed by Mr. Frangois Viens, President and Chief Executive Officer for
the Company, a qualified person under National Instrument 43-101.



Mineral property and exploration expenses are detailed as follows:

Mineral properties

Larder Lake, Ontario, Canada (1)
Hope Bay, Nunavut, Canada (2)
Unity, Idaho, USA

Exploration expenses

Larder Lake, Ontario, Canada
Contractors and consultants
Drilling and assaying

Geology

Labour

Management and administration

Title and claim management

Hope Bay, Nunavut, Canada
Contractors and consultants
Drilling and assaying

Geology

Labour

Management and administration

Title and claim management

Unity, Idaho, USA

Contractors and consultants
Drilling and assaying

Geology

Labour

Management and administration

Title and claim management

Grand total

September 30, September 30,
2009 2008
$ $
9,903,421 24,063,667
575,000 1,075,000
98,129 61,425
9,976,550 25,200,092
Year ended Year ended
September 30, 2009  September 30, 2008
$ $
96,971 286,185
3,446,397 2,969,028
69,900 42,340
204,308 208,700
218,077 234,434
29,229 -
4,064,882 3,740,687
53,024 -
673,114 109,966
2,123 1,311
- 8,473
109,313 35,533
- 2,000
837,574 157,283
19,851 60,851
232,564 479,915
14,569 40,345
5,635 27,937
9,997 13,185
11,528 29,205
294,144 651,438
5,196,600 4,549,408

(1) Takes into account a write-down of $14,766,700 as described under Write-down of mineral properties section.
(2) Takes into account a write-down of $500,000 as described under Write-down of mineral properties section.



Selected Consolidated Financial Information

On September 23, 2008, the Company proceeded with the consolidation of its share capital on a two-for-one basis.
This consolidation resulted in each shareholder of the Company receiving one post-consolidation share for every two
pre-consolidation common shares held. The number of shares, warrants and options as well as earnings per share
data presented in this MD&A have all been adjusted to reflect the impact of this share consolidation.

September 30, September 30,
2009 2008

Balance Sheets $ $
Cash (bank overdraft) 1,224,989 (35,289)
Investments (1) 2,846,797 3,434,386
Bank loan 3,225,131 1,702,932
Mineral properties and deferred exploration expenses 26,176,741 36,203,683
Total assets 32,639,182 42,209,505
Shareholders’ equity 28,858,116 35,452,397

Year ended September 30,

2009 2008 2007

Operations $ $ $
Administration expenses 1,402,659 1,764,951 1,189,828
Interest income (40,679) (53,090) (154,603)
Interest expense 46,174 4,016 -
Part XII.6 tax on flow-through financing 23,997 - -
Investigation-related expenses 346,191 - -
Unrealized loss on marketable securities 75,660 94,130 -
Loss on disposal of marketable securities - - 1,385,463
Impairment charge on investments 236,155 400,000 950,000
Non-hedge derivative gain - - (28,424)
Write-down of mineral properties 15,266,700 - -
Write-down of deferred exploration expenses - - 932,493
Future income tax recovery (3,836,454) (1,569,520) (767,700)
Net loss (13,520,403) (640,487) (3,507,057)
Basic and diluted loss per share (0.16) (0.02) (0.12)
Cash flows

Operating activities (924,588) (1,546,629) (464,739)
Investing activities (6,369,717) (3,822,278) (7,102,428)
Financing activities 8,554,583 5,056,356 4,441,013

(1) Notes held in Master Asset Vehicles Il and Il (‘MAV Il and lI”) replaced the Company’s investment in asset-backed
commercial paper (“ABCP”) following the implementation on January 21, 2009 of the restructuring plan related to
the Canadian third-party ABCP (see more detailed discussion under the MAV Il and Ill Notes and ABCP section).



Since its incorporation, the Company has not paid any cash dividends on its outstanding common shares. Any
future dividend payment will depend on the Company’s financial needs to fund its exploration programs and any
other factor that the board may deem necessary to consider. It is highly unlikely that any dividends will be paid
in the near future.

Results of Operations

During the year ended September 30, 2009, the Company reported a net loss of $13,520,403 ($0.16 per share)
compared to a net loss of $640,487 ($0.02 per share) in 2008 and a net loss of $3,507,057 in 2007 ($0.12 per
share). The significant changes in the year compared to 2008 are as follows:

Administrative expenses totaled $1,402,659 in 2009 compared to $1,764,951 in 2008; the decrease in
expenses is attributable to a) lower management and administration, office, travel and shareholder
communication expenses following steps taken by the Company during the 4™ quarter of 2008 to
significantly reduce its corporate administration costs, including lowering its management and
administration expenses paid to Reunion Gold Corporation; and b) to lower stock-based compensation
costs.

Stock-based compensation costs were lower during the year ended September 30, 2009 compared to
the year ended September 30, 2008 as 1,918,306 stock options vested in 2009 at an average fair value
of $0.28 per option compared to the vesting of 1,674,583 stock options in 2008 at an average fair value
of $0.45 per option. The number of stock options which vested in 2008 includes the vesting acceleration
of 544,375 stock options following the change in control in the shares of Maximus on September 15,
2008, for a related expense of $103,385 charged to operations in 2008.

Interest income totaled $40,679 in 2009 compared to $53,090 in 2008; the lower income results from
lower returns on liquidities held.

Interest expense on the Company’s bank loans totaled $46,174 during the year ended September 30,
2009 compared to $4,016 during the corresponding period in 2008; the average bank loan during 2009
totaled $3.3 million at a cost of capital of 1.4% compared to an average bank loan of $0.1 million during
2008, during which time the cost of capital was 3.9%.

The Company accrued an amount of $23,997 during the year ended September 30, 2009 (nil in 2008)
as Part XII.6 tax on flow-through financing; this tax is determined on a monthly basis by considering the
unspent portion of the flow-through financing starting in February of the year following the completion of
the financing; given that the Company had not fully spent the amount of the October 2008 flow-through
financing by February 1, 2009, the Company is liable for this amount.

The Company incurred investigation-related expenses of $346,191 during the year (nil in 2008)
following the uncovering of certain data inconsistencies at the Larder Lake Project in July 2009 as more
fully detailed in the Larder Lake Property section. These expenses include mostly legal and technical
consulting fees and wages.

An unrealized loss on marketable securities of $75,660 (representing the difference in fair value of
marketable securities held between September 30, 2008 and September 30, 2009) was recorded during
the year ended September 30, 2009 compared to an unrealized loss of $94,130 during the comparative
period in 2008.

As discussed in MAV Il and Ill and ABCP section, the Company recorded an impairment charge on
investments in an amount of $236,155 during the year ended September 30, 2009 compared to
$400,000 in 2008.

In accordance with existing accounting pronouncements, including Emerging Issues Committee
Abstract EIC-174, Mining Exploration Costs, the Company has charged to operations during the year



ended September 30, 2009 an amount of $15,200,000 as write-down of mineral properties (nil during
the year ended September 30, 2008), due to share-based payments made in prior years for certain
mineral properties, at a time when the Company’s share price was trading at a significantly higher level
than its current share price. Of the total write-down of mineral properties, an amount of $14,700,000 is
attributable to the Larder Lake Property and an amount of $500,000 is attributable to the Hope Bay
Project. Also, in September 2009, the Company abandoned its 100% interest in the Kirkland-Wright
claims, which are part of the Larder Lake Property, as these claims did not fit into the Company’s
strategy for Larder Lake and consequently, charged an additional amount of $66,700 to operations as
write-down of mineral properties.

The Company recorded a future income tax recovery of $3,836,454 in 2009 based on the estimated
loss for tax purposes, compared to a future income tax recovery of $1,569,520 in 2008 which related to
the renouncement to flow-through share subscribers of $4,600,000 in eligible exploration expenditures
with a corresponding decrease to capital stock. In 2009, the Company renounced exploration
expenditures of $4,005,000, which resulted in a charge against capital stock of $1,237,545 and a
corresponding increase to future income tax liability.

The significant changes in 2008 compared to 2007 are as follows:

Administrative expenses totaled $1,764,951 in 2008 compared to $1,189,828 in 2007; the increase in
expenses is attributable to higher stock-based compensation and higher management and
administration, other remuneration and office costs following the hiring of a new president and CEO in
December 2006, a new CFO in May 2007 and the providing of administrative services to the Company
through a management service agreement with Reunion Gold Corporation starting in December 2007.

Interest income which totaled $53,090 in 2008 compared to $154,603 in 2007 reflects a lower cash
balance during year and the fact that the Company had not been accruing for interest due from asset-
backed commercial paper (“ABCP”) held since August 2007.

Following the sale of the remaining 5,500,000 shares held in NFX at an average price of $0.41 per
share, the Company recorded in 2007 a loss on marketable securities of $1,385,463.

In 2008, the Company had recorded an impairment charge against the value of its ABCP in an amount
of $400,000 ($950,000 in 2007).

In 2007, the Company recorded a write-down of its accumulated expenditures of $932,493 incurred on
the Excelsior and Keystone properties, located in Nevada. On reviewing the results of its exploration
programs, the Company decided not to pursue further work on these properties. In 2008, the Company
did not record any write-down of its exploration properties.

Following the renouncement to flow-through share subscribers of eligible exploration expenditures in the
amount of $4,600,000 in 2008, the Company recorded, in accordance with applicable accounting
policies, a future income tax recovery of $1,569,520 ($767,700 in 2007 on the renouncement to flow-
through share subscribers of $2,250,000 in eligible exploration expenditures) with a corresponding
decrease to capital stock.



Selected Quarterly Financial Information

Net earnings

Net earnings (loss)
Period ended Revenues (loss) per share
($000) ($000) ($)
September 30, 2009 8.9 (13,231.9)" (0.16)
June 30, 2009 5.6 (132.1) (0.00)
March 31, 2009 8.5 (603.3) @ (0.01)
December 2008 17.7 4469 @ 0.01
September 2008 0.9 (696.5) ¥ (0.02)
June 30, 2008 6.4 (321.2) (0.01)
March 31, 2008 21.2 (765.2) © (0.02)
December 31, 2007 24.6 1,142.4 © 0.03

M Includes a write-down of mineral properties of $15,266,700, income tax recovery of $2,381,548 and investigation-related expenses

of $346,191.

Includes stock-based compensation cost of $447,719, an unrealized gain on marketable securities of $11,707 and a future income
tax recovery of $74,856.

Includes an impairment charge on ABCP of $443,000, an unrealized loss on marketable securities of $177,820 and a future income
tax recovery of $1,317,384.

Includes stock-based compensation cost of $206,228, an impairment charge on ABCP of $100,000 and an unrealized loss on
marketable securities of $94,130.

Includes an impairment charge on ABCP of $200,000.

Includes an impairment charge on ABCP of $100,000 and a future income tax recovery of $1,569,520.

()
3)
(4)

()
(6)

MAV Il and Il Notes and ABCP

On September 30, 2009, the Company held investments in Master Asset Vehicles Il and 11l (“MAV Il and 111"),
which had initially been invested in Canadian third-party asset-backed commercial paper (“ABCP”). In mid-
August 2007, the Canadian third-party ABCP market was hit by a liquidity disruption. Since that time, no
transactions within an active market have been entered into involving the ABCP securities (and replacement
MAV Il and Il notes) held by the Company. On August 16, 2007, a group representing banks, asset providers
and major investors agreed, pursuant to the Montreal Accord, to a standstill period in respect of ABCP sold by
23 conduit issuers. A Pan-Canadian Investors Committee (the “Committee”) was subsequently established to
oversee the proposed restructuring process. On March 20, 2008, the Committee released its proposed
restructuring plan through an Information Statement in respect of a Plan of Compromise and Arrangement (the
“Plan”), pursuant to the Companies Creditors Arrangement Act (“CCAA”) and on January 21, 2009, the Plan
was fully implemented.

As part of the Plan, the Company received on that date new notes of various classes for a total nominal amount
of $4,785,000, issued by trusts referred to as MAV Il and I, including senior notes (Class A-1 and A-2 notes) in
the amount of $2,949,000 and subordinated Class B and C notes in the amount of $290,000. It is anticipated
that the Class A-1 and A-2 notes will pay interest and Class B and C notes will accrue interest with payments to
be made only after the Class A-1 and A-2 notes have been fully repaid. The interest yield for the Class A-1, A-2
and B notes is based on the bankers’ acceptance rate less 0.5% and for the C notes is based on the bankers’
acceptance rate plus 20%. The Company also received $1,546,000 of notes referred to as Ineligible Asset
Tracking Notes, within MAV Il and MAV IIl, the intent of which is to track the performance and repayment of the
related underlying assets in certain conduits that have significant exposure to US residential mortgage market.
The maturity date of these notes has been extended to provide for a maturity similar to that of the underlying
assets. On January 21, 2009, the MAV Il Class A-1 and A-2 notes had been assigned an investment grade
rating of A by DBRS Limited (“DBRS”) and the Class B and Class C and Tracking notes had not been rated. On
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April 24, 2009, DBRS placed the MAV Il Class A-2 notes under review and on August 11, 2009 downgraded the
MAV Il Class A-2 notes to BBB (low) and maintained the rating under review.

A total amount of $260,551 was received in February and April 2009, representing the Company’s portion of net
interest earned on the ABCP for the period from August 2007 to January 21, 2009. These amounts were
accounted for as a reduction of the Company’s investments. In April 2009, the Company also received an
amount of $65,977 as partial redemption of the MAV Il Class 34 tracking notes and in July 2009 the Company
received an amount of $4,908 as partial redemption of the MAV Il Class A-1 notes and an amount of $19,998 as
partial redemption of the MAV Il Class 34 tracking notes. These amounts were applied as a reduction of the
related notes. In September 2009, amounts held under MAV Il Ineligible Class 2 tracking notes, valued at
$221,558 after taking into account a previously recorded impairment of $110,463, were fully written-down
following their redemption for cash proceeds of nil. An amount of $33,270 was presented as short-term portion
of investments at September 30, 2009 representing the final tranche of interest earned on the ABCP, which
amount was received on November 5, 2009. This amount was accounted for as a reduction of the Company’s
investments.

At September 30, 2009, the Company estimated the fair value of these notes to be $2,846,797. The fair value of
the MAV Il and lll notes that it holds was established by estimating discounted future cash flows for each
category of notes expected to be received (using discount rates of between 3.0% and 17.4%), by estimating that
certain notes will pay interest at a rate of 0.5% less than the bankers’ acceptance rate and by considering the
best available market data. This estimation of fair value resulted in a total impairment charge of $1,515,273 at
September 30, 2009, including a net additional charge to operations of $44,183 for the year ended September
30, 2009. A variation of 1% in discount rates would impact the fair value of investments by approximately
$133,000.

Credit Facilities

On August 30, 2007 (with subsequent amendments), as a result of the ABCP situation described above, the
Company entered into a temporary credit facility of $3,250,000, secured by the Company’s investments in the
restructured ABCP, to fund working capital requirements.

Following the implementation of the ABCP Plan, on May 12, 2009, the Company, through Maximus, entered into
two credit facility agreements with its lender, for a total loan amount of $3,510,833, in replacement of the
temporary credit facility described above. The term facilities, which bear interest at prime less 1% subject to
certain conditions, are available initially for 2 and 3-year periods respectively, and under certain conditions can
each be further extended to a total period of 7 years. A portion of the credit facilities, in the amount of
$2,543,961, is secured solely by the related investments held in the MAV Il and Il notes described above and
the remaining amount of $966,872 is secured by the related investments held in the MAV |l and Il notes as well
as a general security interest in the universality of all of the assets of Maximus, including its 60% share in the
Larder Lake Property. Cash proceeds from the sale of the MAV Il and Ill notes will automatically be applied, at
that time, to the amount of outstanding borrowings. On July 3, 2009, the Company provided a notice of
borrowing to its lender in the amount of $3,250,000. Consequently, amounts outstanding under the temporary
bank loan were reimbursed on that day and replaced with an amount outstanding under the first Credit Facility
of $2,417,180 and under the second Credit Facility of $832,820. On July 20, 2009, the Company received a total
amount of $24,906 as partial redemption of the MAV |l Class A-1 notes and of the MAV Il Class 34 tracking
notes. This amount was applied as a reduction of the first Credit Facility — Tranche A for an amount of $4,908
and as a reduction of the second Credit Facility for an amount of $19,998. At September 30, 2009, an amount of
$260,796 remains available under the second Credit Facility.
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Liquidity and Capital Resources

The Company had a working capital of $1,121,583 at September 30, 2009 compared to a working capital
deficiency of $3,338,763 at September 30, 2008 (including an outstanding amount under the temporary credit
facility of $1,702,932). The amounts due under the credit facility agreements was excluded from working capital
at September 30, 2009 as it was reclassified as a long-term debt following the entering into of the 2 and 3-year
period credit facilities in replacement of the temporary bank loan.

During the year ended September 30, 2009, the Company had a negative operating cash flow of $924,588, it
received an amount of $351,434 related to its investments, of which $260,551 represent the Company’s portion
of net interest earned on the ABCP for the period from August 2007 to January 21, 2009 and $90,883 consist of
proceeds from the partial redemption of the MAV Il Class A-1 and MAV Il Class 34 tracking notes, and it
invested a total of $6,728,619 on its mineral properties.

On June 4, 2009, the Company completed a bought deal private placement for gross proceeds of $2,500,000
(the “Offering”). A total of 7,575,758 units (the "Units") at $0.33 per Unit were issued. Each Unit issued consists
of one common share and one-half of one common share purchase warrant, with each whole warrant
exercisable to acquire one common share of the Company at $0.40 per share until June 4, 2011, subject to the
Company’s right to accelerate the expiry of the warrants if the closing price of the common shares on the TSX
Venture Exchange exceeds $0.50 for twenty consecutive trading days at any time after four months and one
day from closing of the Offering. Primary Capital Inc., Dundee Securities Corporation and Pl Financial Corp.
(collectively, the “Agents”) acted as agents for the Offering. At closing, the Agents received a total cash
commission of $175,000 and non-transferable broker warrants entitling the Agents to purchase up to 530,303
Units of the Company at a price of $0.33 per Unit until June 4, 2011. Each Unit issuable upon exercise of the
broker warrants will have the same terms as the Units of the Offering.

On October 23, 2008, the Company completed a brokered private placement for gross proceeds of $4,905,980.
A total of 13,350,000 flow-through common shares (the “FT Shares”) at $0.30 per FT Share and 3,003,267 units
(the “Units”) at $0.30 per Unit have been issued. Each Unit issued consists of one common share of Bear Lake
and one non transferrable common share purchase warrant, with each warrant exercisable to acquire one
common share at $0.40 per share until October 23, 2010. The agents elected to receive their 5% commission in
a combination of $60,400 in cash and 616,330 Units. The agents also received a total of 817,663 non-
transferrable warrants to purchase up to 817,663 common shares of the Company at a price of $0.30 per share
until October 23, 2010. The proceeds of the flow-through financing were used to incur Canadian exploration
expenditures and had all been expended by the end of September 30, 2009.

On October 22, 2008, the Company entered into an agreement with each of its financial advisors to settle
amounts owed to them for fees charged to the Company in connection with the Transaction completed on
September 16, 2008. In settlement of the amounts owed, totalling $425,000, the Company issued an aggregate
of 1,416,666 Units at a price of $0.30 per Unit.

At September 30, 2009, the Company had available liquidities of $1,485,785 (consisting of cash and cash
equivalents of $1,224,989 and an amount of $260,796 available under its credit facilities) to settle its current
trade liabilities in the amount of $544,165. Given its limited financial resources, the Company’s ability to
continue funding its exploration programs (including the necessity to spend an additional amount of $2,000,000
on the Hope Bay Project by October 31, 2010 in order to earn a 75% interest in the property and to resume its
exploration activities at the Larder Lake Project) and to meet its corporate and administrative obligations
(including costs and expenses related to the lawsuit as well as potential damages which may be awarded, if
any) is dependent on the Company’s ability to obtain additional financing, through various means including but
not limited to equity financing. The amount and timing of additional funding will be impacted by, among others,
the Company’s ability to resolve its legal issues and the strength of the capital markets. Although the Company
has been successful in the past in obtaining required financing, there can be no assurance that the Company
will be able to access such financing or that it will be available on acceptable terms.
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Capital Management

The Company defines capital that it manages as debt facilities and shareholders’ equity. When managing
capital, the Company’s objective is to ensure the entity continues as a going concern as well as to achieve
optimal returns to shareholders. Management adjusts the capital structure as necessary in order to support the
acquisition, exploration and development of mineral properties. As long as the Company is in the exploration
and development stages of its mining properties, it is not the intention of the Company to contract debt
obligations to finance its work programs, except in exceptional circumstances, as has occurred in the case of
contracting credit facilities secured by the Company’s investments.The Board of Directors does not establish
quantitative return on capital criteria for management, but rather relies on the expertise of the Company’'s
management team to sustain the future development of the business. As at September 30, 2009, total loans and
shareholders’ equity [managed capital] was $32,083,247 (September 30, 2008 - $37,155,329).

The Company invests all capital not required for its immediate needs in short-term, liquid and highly rated
financial instruments, such as cash and other short-term guaranteed deposits, all held with major financial
institutions.

The Company’s exploration properties are in the exploration stage. As such, the Company is dependent on
external financing to fund its activities. In order to carry out exploration work, the Company will need to raise
additional funds. Until it is in a position to raise such funds, management has taken decisions to minimize
discretionary disbursements and to reduce or eliminate exploration expenditures that are of limited strategic
value.

Management reviews its capital management approach on an ongoing basis and believes that this approach,
given the relative size of the Company, is appropriate. There were no changes in the Company’s approach to
capital management during the year ended September 30, 2009.

The Company is not subject to any externally imposed capital requirements at September 30, 2009. Proceeds of
the flow-through financing completed on October 23, 2008 had all been expended by September 30, 2009 and
the related tax deductions were renounced on December 31, 2008 in favor of the subscribers. The Company
expects that its current capital resources will be sufficient to discharge its current liabilities as at September 30,
2009.

Off-Balance Sheet Arrangements

As of September 30, 2009, the Company has no off-balance sheet arrangements.

Related Party Transactions

During the year ended September 30, 2009, the Company paid or accrued administration expenses of $264,595
($260,967 in 2008) to Reunion Gold Corporation, a company with a common director and management,
providing administrative services and equipment. The Company also advanced and received reimbursement in
2008 of an amount of $170,860 made to a company controlled by the Chairman of the Company.

No amount was due to Reunion Gold Corporation at September 30, 2009 compared to $83,021 at September
30, 2008. Amounts due to Reunion Gold Corporation are non-interest bearing and have no specific repayment

terms.

These transactions were in the normal course of operations and were measured at the exchange amount, which
is the amount of consideration established and agreed to by the related parties.
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Financial Instruments

The Company's financial instruments at September 30, 2009 consist of cash, marketable securities, amounts
receivable, investments in MAV |l and Ill notes, accounts payable and accrued liabilities and long-term debt.
Other than marketable securities, investments in MAV Il and Ill notes and long-term debt, the fair value of these
financial instruments approximates their carrying value given that they will mature shortly. Other than
investments in MAV Il and Ill notes and long-term debt, it is management's opinion that the Company is not
exposed to significant interest or credit risks arising from these financial instruments. The Company’s exposure
to interest and credit risks arising from its investments in MAV |l and Il notes is fully described in the MAV Il and
Il Notes and ABCP section. A plus or minus 10% change in the value of the marketable securities would affect
earnings by approximately $21,400.

Changes in Accounting Policies

In June 2009, Section 3855, Financial Instruments — Recognition and Measurement, was amended to
clarify the application of the effective interest method after a debt instrument has been impaired and to clarify
when an embedded prepayment option is separated from its host debt instrument for accounting purposes. This
amendment applies prospectively beginning on the 1% day of the month following the issuance of the
clarification, which is July 1, 2009, and did not have an effect on the Company’s financial statements.

On March 27, 2009, the Emerging Issues Committee (“EIC”) issued Abstract EIC-174, Mining Exploration
Costs regarding the capitalization and impairment of exploration costs. This Abstract is to be applied to all
financial statements issued after March 27, 2009. The Company has taken into account the consensus reached
in this Abstract effective January 1, 2009.

In January 2009, the EIC issued Abstract EIC-173, Credit Risk and the Fair Value of Financial Assets and
Liabilities, which applies to interim and annual financial statements for periods ending on or after January 20,
2009. The adoption of this standard had no impact on the Company’s presentation of its financial position or
results of operations as at September 30, 2009.

Effective October 1, 2008, the Company adopted the amended Section 1400, General Standards of Financial
Statement Presentation. The amended Section requires that management make an assessment of the
Company’s ability to continue as a going concern over a period which is at least, but is not limited to, twelve
months from the balance sheet date and to disclose any material uncertainties that cast doubt on its ability to
continue as a going concern. The new requirements had no significant impact on the Company’s financial
results.

Effective October 1, 2008, the Company adopted Section 3064, Goodwill and Intangible Assets, which
replaced Section 3062, Goodwill and Other Intangible Assets. Publication of this new Section also resulted in
the withdrawal of Section 3450, Research and Development Costs and consequential amendments to certain
recommendations in the CICA Handbook. This new section establishes standards for the recognition,
measurement, presentation and disclosure of goodwill and intangible assets by profit-oriented enterprises. The
application of this new section had no significant impact on the Company’s financial statements.

Conversion to International Financial Reporting Standards

In January 2006, the CICA’s Accounting Standards Board ("AcSB") formally adopted the strategy of replacing
Canadian GAAP with IFRS for Canadian enterprises with public accountability. On February 13, 2008, the AcSB
confirmed that the use of IFRS will be required in 2011 for publicly accountable profit-oriented enterprises. For
these entities, IFRS will be required for interim and annual financial statements relating to fiscal years beginning
on or after January 1, 2011. The Company will be required to have prepared, in time for its first quarter of fiscal
2011 filing, comparative financial statements in accordance with IFRS for the three months ended December 31,
2010.
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The Company has developed an IFRS implementation plan to prepare for this transition. To date, the Company
has completed an assessment of the key areas where changes to current accounting policies may be required.
Analysis will be required for all current accounting policies, but the initial key areas of assessment include:

e Exploration and development expenditures;

e Property, plant and equipment (measurement and valuation);

e Provisions, including asset retirement obligations;

e Accounting for joint ventures;

e Accounting for income taxes; and

e First-time adoption of International Financial Reporting Standards (IFRS 1).

As the analysis of each of the key areas progresses, other elements of the IFRS implementation plan will also
be addressed including: the implication of changes to accounting policies, processes or financial statement note
disclosures on information technology, internal controls, contractual arrangements and employee training. The

table below summarizes the expected timing of activities related to the Company’s transition to IFRS.

Initial analysis of key areas for which changes to
accounting policies may be required.

Completed during the year ended
September 30, 2009

Detailed analysis of all relevant IFRS requirements and
identification of areas requiring accounting policy
changes or those with accounting policy alternatives.

Throughout the year ended September 30,
2010

Assessment of first-time adoption
(IFRS 1) requirements and alternatives.

Throughout the year ended September 30,
2010

Final determination of changes to accounting policies and
choices to be made with respect to first-time adoption
alternatives.

Period from July 1, 2010 to December 31,
2010

Resolution of the accounting policy change implications
on information technology, internal controls and
contractual arrangements.

Period from July 1, 2010 to December 31,
2010

Management and employee education and training.

Throughout the transition process

Quantification of the Financial Statement impact of
changes in accounting policies.

Period from July 1, 2010 to December 31,
2010

While the Company has begun assessing the impact of the adoption of IFRS on its financial statements, the

financial reporting impact of the transition to IFRS cannot be reasonably estimated at this time.

Outstanding Share Data
As at January 21, 2009, the Company has:

a) 90,085,270 common shares issued and outstanding;

b) 10,041,898 share purchase warrants outstanding with exercise prices ranging from $0.30 to $0.40 per

share, expiring by June 2011; and

c) 7,027,500 stock options outstanding with exercise prices ranging from $0.20 to $1.60 and expiring

between August 2010 and January 2014.
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Financial Risk Factors

The Company thoroughly examines the various financial risks to which it is exposed and assesses the impact
and likelihood of those risks. These risks include credit risk, liquidity risk, currency risk and interest rate risk.
Where material, these risks are reviewed by the Board of Directors.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company manages its liquidity needs by carefully monitoring cash outflows due in day-to-day business. Liquidity
needs are monitored in various time bands, including 30-day projection, 180-day and 360-day lookout periods.
At September 30, 2009, the Company’s working capital totals $1,121,583 and the Company has available an
amount of $260,796 under its credit facilities. Current liabilities of $544,165 are due within the next 12 months.
Given its limited financial resources (the Company has available liquidities of approximately $935,000 as at
January 21, 2010), the Company’s ability to continue funding its exploration programs (including the necessity to
spend an additional amount of $2,000,000 on the Hope Bay Project by October 31, 2010 in order to earn a 75%
interest in the property and to resume its exploration activities at the Larder Lake Project) and to meet its
corporate and administrative obligations (including costs and expenses related to the lawsuit as well as potential
damages which may be awarded, if any) is dependent on the Company’s ability to obtain additional financing
through various means including but not limited to equity financing. The amount and timing of additional funding
will be impacted by, among others, the Company’s ability to resolve its legal issues and the strength of the
capital markets.

Credit risk

Credit risk is the risk of an unexpected loss if a party to its financial instrument fails to meet its contractual
obligations. The Company’s financial assets exposed to credit risk are primarily composed of cash, accounts
receivable and investments. To mitigate exposure to credit risk, the Company has revised its policy to limit the
concentration of credit risk, to ensure counterparties demonstrate minimum acceptable worthiness, and to
ensure liquidity of available funds. The Company’s cash is held in large Canadian financial institutions. The
Company’s investments are exposed to credit risk as fully described in the MAV Il and Ill Notes and ABCP
section.

Currency risk

The Company has limited exposure to financial risk arising from fluctuations in foreign exchange rates and the
degree of volatility of these rates, as the amount of expenditures in foreign currency is not significant
(approximately US $280,000 ($330,500) during the year ended September 30, 2009 and US$657,000
($663,044) during the year ended September 30, 2008). The Company does not use derivative instruments to
reduce its exposure to foreign currency risk. As at September 30, 2009, financial assets include cash of US
$36,597 or $39,184 (US $12,526 or $13,330 as at September 30, 2008), deposits of nil (US $25,500 or $27,137
as at September 30, 2008) and financial liabilities include accounts payable and accrued liabilities of US $3,500
or $3,747 (US $77,780 or $82,773 at September 30, 2008).

Interest rate risk

Interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes
in market interest rates. The Company has not entered into any derivative contracts to manage this risk.

The Company’s policy as it relates to its cash balances is to invest excess cash in highly liquid, low-risk, short-
term interest-bearing investments (such as banker’s acceptances, term deposits, guaranteed investment
certificates or treasury bills) with maturities of 180 days or less from the original date of acquisition. The
Company is also exposed to interest rate changes on its investments that are expected to pay interest. The
Company’s exposure to interest rate risks arising from its investments is fully described in the MAV Il and I
Notes and ABCP section.
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The credit facility bears interest at a floating rate. Based on the amount outstanding under the credit facility at
September 30, 2009, a plus or minus 1% change in the prime lending rate would affect earnings by
approximately $32,250 over a 12-month period.

Trends

The Company anticipates that it will continue to experience net losses as a result of ongoing exploration and
general and administrative costs until such time, if any, as revenue generating activity is commenced. The
Company’s future financial performance is dependent on many external factors. Both the price of, and the
market for, precious metals are volatile, difficult to predict and subject to changes in domestic and international
political, social and economic environments. Circumstances and events, such as the class-action suit filed
against the Company and others, the recent economic crisis and ongoing volatility in the capital markets, could
materially affect the future financial performance of the Company. Other factors and risks that have affected,
and which in the future may affect the Company and its financial position are described in the following section.

Other Risks and Uncertainties

Litigation risks

The Company is named as a defendant in a class action lawsuit filed by certain shareholders of the Company.
The Company cannot assure that it will be successful in defending the claim, that judgment will not be entered
against it or that the Company will have the funds to cover such judgment. If the action against the Company is
successful, the Company may be subject to significant damages. The Company is incurring significant
expenses defending the lawsuit. The Company is also the object of an Emergency Order by the Ontario Ministry
of Northern Development, Mines and Forestry. Although the Company is denying any liability, the Company
cannot estimate the potential cost for dealing with this issue. The Company cannot predict the timing of
development and outcome in these matters.

Exploration and mining risks

The exploration for and development of mineral deposits involves significant risks, which even a combination of
careful evaluation, experience and knowledge may not eliminate. Unprofitable efforts may result from the failure
to discover mineral deposits or if mineral deposits are found, such deposits may be insufficient in quantity and
quality to return a profit from production. There are currently no known bodies of commercial ore on the
Company’s projects and it is impossible to ensure that the exploration programs planned by the Company will
result in a profitable commercial mining operation. Substantial expenses will be required to establish mineral
resources through drilling, to develop metallurgical processes, to construct mining and processing facilities and
to extract the metal from the mineral resources.

Financial risk

The Company has no history of earnings. The Company’s projects are in the exploration stage only. The
Company does not expect to receive revenues from operations in the foreseeable future, if at all. The Company
expects to incur losses until such time as its projects or any other properties the Company may acquire enter
into commercial production and generate sufficient revenues to fund its continuing operations. Given the nature
of capital market demand for speculative investment opportunities, the negative effect of the data
inconsistencies on the Company and the class action lawsuit that ensued against the Company, there is no
assurance that additional financing will be available at all or available on terms acceptable to the Company.
There are currently no markets for the restructured notes received in exchange of the ABCP. Therefore, there is
a significant amount of uncertainty in estimating the amount and the timing of cash flows that the Company may
be able to receive from the disposal of these restructured notes.
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Risk on uncertainty of title

Although the Company has taken steps to verify title to the mineral properties in which it has an interest in
accordance with industry standards for the current stage of exploration of such properties, these procedures do
not guarantee the Company's title. Property title may be subject to unregistered prior agreements and non-
compliance with regulatory requirements.

Environmental risk

The Company is subject to various environmental incidents that can occur during exploration work. The
Company maintains an environmental management system including operational plans and practices.

Gold Price Volatility

The market price of the Company’s common shares, its financial results and its exploration, development and
mining activities may in the future be significantly and adversely affected by declines in the price of gold. Gold
prices are volatile, can fluctuate widely and are affected by numerous factors beyond the control of the
Company. The price of gold has fluctuated widely in the past and future price declines in the market value of
gold could cause continued exploration, development of and commercial production from the Company’s
properties to be uneconomical.

Permits and licences

Although the Company is entitled to carry out its current drilling programs, the Company cannot be certain that it
will receive the necessary permits on acceptable terms to conduct further exploration and to develop its
projects. The failure to obtain such permits, or delays in obtaining such permits, could increase the Company’s
costs and delay its activities, and could adversely affect the operations of the Company.

Competition and Agreements with Other Parties

The mining industry is intensely competitive in all of its phases, and the Company competes with many
companies possessing greater financial resources and technical facilities than itself. Competition in the precious
metals mining industry is primarily for mineral rich properties which can be developed and can produce
economically. Such competition may result in the Company being unable to acquire desired properties, to
recruit or retain qualified employees or to acquire the capital necessary to develop its properties. The
Company’s inability to compete with other mining companies for these resources would have a material adverse
effect on the Company’s results of operation and business.

Conflicts of Interest

Certain directors of the Company are also directors, officers or shareholders of other natural resource
companies. Situations may arise where the directors of the Company may be in competition with the Company.
Any conflicts of interest will be subject to and governed by the law applicable to directors’ conflicts of interest.
In the event that a conflict of interest arises at a meeting of the Company’s directors, a director who has a
conflict will abstain from voting on the matter in respect of which he is in a position of conflict. In accordance
with applicable laws, the directors and officers of the Company are required to act honestly, in good faith and in
the best interests of the Company. In determining whether or not the Company will participate in a particular
program and the interest therein to be acquired by it, the directors will primarily consider the degree of risk to
which the Company may be exposed and its financial position at that time.
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Forward Looking Statements

This MD&A may contain forward-looking information, within the meaning of Canadian securities laws. Forward-
looking information does not relate to historical facts; it reflects the current internal projections, expectations or
beliefs of management of the Company based on information available to them as of the date of this MD&A and
is subject to a number of known and unknown risks and uncertainties beyond the Company’s control. These
include, without limitation, uncertainties related to: the outcome of the class action lawsuit related to the data
inconsistencies, potential mineralization on its exploration projects, exploration results, completion of work
program, ability to raise sufficient funds to conduct exploration programs and meet its earn-in commitments,
completion work programs in a timely manner and on acceptable terms, the estimation of the amount and timing
of cash flows that the Company may be able to receive from the disposals of the notes received in exchange of
the ABCP, the outcome of the emergency order issued by the MNDMF and future plans and objectives of the
Company. Resource exploration, development and operations are highly speculative, characterized by a
number of significant risks, which even a combination of careful evaluation, experience and knowledge may not
eliminate, including, among other things, unprofitable efforts resulting not only from the failure to discover
mineral resources but from finding mineral deposits which, though present, are insufficient in quantity and
quality to return a profit from production. There can be no assurance that such forward looking information will
prove to be accurate and actual results could differ materially from those suggested by these forward-looking
information for various reasons discussed from time to time in filings made by the Company with securities
regulatory authorities.

Additional Information and Continuous Disclosure
This MD&A has been prepared as at January 21, 2010. Additional information on the Company is available

through regular filings of press releases and financial statements on SEDAR (www.sedar.com) and on the
Company’s website (www.bearlakegold.com).
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