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REPORT OF INDEPENDENT REGISTERED CHARTERED ACCOUNTANTS
To the Shareholders of Cadillac Mining Corporation
Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Cadillac Mining Corporation and its subsidiaries, which
comprise the balance sheets as at August 31, 2011 and 2010, and the consolidated statements of operations, comprehensive loss
and deficit and cash flows for the years then ended, and a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with
Canadian generally accepted accounting principles, and for such internal control as management determines is necessary to enable
the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our
audits in accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements are free
of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Cadillac
Mining Corporation and its subsidiaries as at August 31, 2011 and 2010 and their financial performance and their cash flows for
the years then ended in accordance with Canadian generally accepted accounting principles.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 2 in the consolidated financial statements which indicates that the
Company has limited working capital, no current sources of revenue and is dependent upon its ability to secure new sources of

financing. These conditions, along with other matters as set forth in Note 2, indicate the existence of a material uncertainty that
may cast significant doubt about the Company’s ability to continue as a going concern.

D Ubsses §/a7 LLFP

CHARTERED ACCOUNTANTS

Vancouver, British Columbia
December 16, 2011



CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Consolidated Statements of Operations, Comprehensive Loss and Deficit

August 31 August 31
2011 2010
ASSETS
Current
Cash and equivalents $ 163,629 $ 354,544
Amounts receivable 43,562 46,354
Prepaids 1,000 -
208,191 400,898
Investment (Note 4) 37,000 -
Equipment (Note 5) 2,488 4,616
Mineral Properties (Note 6) 480,639 317,927
$ 728,318 $ 723,441
LIABILITIES
Current
Accounts payable and accrued liabilities $ 139,588 $ 59,111
Due to related parties (Note 7) 402,645 451,197
$ 542,233 $ 510,308
SHAREHOLDERS EQUITY
Deficit $ (4,092,712) $ (3,819,539)
Accumulated other comprehensive loss (Note 4) (3,000) -
(4,095,712) (3,819,539)
Share capital (Note 8) $ 4,168,291 $ 3,877,448
Contributed surplus (Note 8) 113,506 155,224
186,085 213,133
$ 728,318 $ 723,441
Continued Operations (Note 2)
Approved by the Board of Directors:
“V.F. Erickson” “D. W. Childs”
Director Director

See accompanying notes to the consolidated financial statements



CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Consolidated Statements of Operations, Comprehensive Loss and Deficit

For the
year ended
August 31, 2011

For the
year ended
August 31, 2010

Expenses
Advertising and promotion 592 322
Amortization 2,128 917
Bank charges and interest 260 160
Consulting and management fees 64,250 60,250
General exploration 2,292 34,330
Investor relations 34,684 1,960
Legal, accounting and audit 62,475 43,254
Office and miscellaneous 23,940 19,627
Regulatory and filing fees 13,045 16,256
Stock-based compensation (Note 8) 44,460 -
Travel and accommodation 4,968 6,648

Loss before other items (253,094) (183,724)
Interest income 3,191 812
Recoveries of written-off mineral properties - 35,000
Part XI1.6 tax recovery 10,377 -
METC (expense) refund on written-off mineral
properties (33,647) 224,300
Write-off of mineral properties - (125,516)

Net loss for the year (273,173) (49,128)

Deficit - beginning of year (3,819,539) (3,770,411)

Deficit - end of year (4,092,712) (3,819,539)

Basic and diluted loss and comprehensive loss per

common share (0.01) (0.00)

Weighted average number of common shares

outstanding 25,934,061 25,075,513

Comprehensive loss

Net loss for the year (273,173) (49,128)

Unrealized loss on available-for-sale investment

(Note 4) (3,000) -

Total comprehensive loss (276,173) (49,128)

See accompanying notes to the consolidated financial statements



CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Consolidated Statements of Cash Flows

Cash Provided by (Used for):
Operating Activities

For the
year ended
August 31, 2011

For the
year ended
August 31, 2010

Net loss for the year (273,173) % (49,128)
Adjustments for items not involving cash:
Amortization 2,128 917
Stock-based compensation 44,460 -
Write-off of mineral properties - 125,516
(226,585) 77,305
Changes in non-cash working capital components:
Amounts receivable 2,792 (38,606)
Prepaids (1,000) -
Accounts payable and accrued liabilities 70,530 (15)
Due to related parties (28,701) 50,833
(182,964) 89,517
Investing Activities
Mineral property expenditures (237,616) (108,210)
Option payments received 25,000 -
(212,616) (108,210)
Financing Activities
Purchase of equipment - (4,246)
Issue of shares 204,665 -
204,665 (4,246)
Net cash used during the year (190,915) (22,939)
Cash and equivalents — beginning of year 354,544 377,483
Cash and equivalents — end of year 163,629 $ 354,544

Non-cash Investing and Financing Activities (Note 10)

See accompanying notes to the consolidated financial statements



CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

Nature of Operations:

The Company was incorporated under the Ontario Business Corporations Act and continued into British Columbia in
2007. Its principal activity is the acquisition and exploration of resource properties. The Company is currently in the
exploration stage of developing its resource properties and has not yet been able to determine whether any of these
properties contain resources that are economically recoverable.

Continued Operations:

These consolidated financial statements have been prepared on the basis of accounting principles applicable to a going
concern, which assumes that 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. The Company has incurred operating losses
since inception, has limited financial resources, no source of operating cash flow, and no assurances that sufficient
funding, including adequate financing, will be available to conduct further exploration and development of its mineral
property projects.

The Company's ability to continue as a going concern is dependent upon its ability to obtain the financing necessary to
complete its mineral projects by issuance of share capital or through joint ventures, and to realize future profitable
production or proceeds from the disposition of its mineral interests.

These consolidated financial statements do not reflect adjustments that would be necessary if the going concern
assumption were not appropriate because management believes that the actions taken or planned will mitigate the
adverse conditions and events that raise doubt about the validity of the going concern assumption used in preparing
these consolidated financial statements. If the going concern assumption were not appropriate for these consolidated
financial statements, then adjustments would be necessary in the carrying values of assets, liabilities, the reported
income and expenses and the balance sheet classifications used.

Significant Accounting Policies:

These consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles ( “ G A AThé fpllowing is a summary of significant accounting policies used in the preparation of
these financial statements.

a) Amortization
Amortization is being provided for computer equipment at 30% and for software at 50% of the declining balance.
In the year of acquisition the rate for amortization is at one-half the annual rate.

b) Asset Retirement Obligations
This policy requires recognition of a legal liability for obligations relating to retirement of tangible long-term assets,
and arising from the acquisition, construction, development, or normal operation of those assets. Such asset
retirement costs are recognized at fair value, when a reasonable estimate of fair value can be estimated, in the year

in which it is incurred, added to the carrying value of the asset, and amortized into income on a systematic basis
over its useful life. As at August 31, 2011 and August 31, 2010, the Company has no asset retirement obligations.

c) Basis of Presentation and Principles of Consolidation

These consolidated financial statements include the accounts of the parent Company and its wholly owned
subsidiaries Cadillac West Explorations Inc. and Cadillac South Explorations Inc. All significant intercompany
accounts and transactions have been eliminated.

The Company's efforts and those of its subsidiaries are devoted to exploring their mineral properties and acquiring
new mineral properties. Accordingly, these consolidated financial statements represent those of a company in the
exploration stage.




CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

3. Significant Accounting Policies: (continued)

c)

d)

e)

f)

g9)

h)

)

Basis of Presentation and Principles of Consolidation (continued)

The Company is in the process of exploring mineral properties and has not yet determined whether the properties
contain resources that are economically recoverable. The recovery of amounts shown for mineral properties and
related assets are dependent on the existence of economically recoverable resources, on the ability of the Company
to obtain financing to complete development, and on future profitable operations.

Cash and Equivalents

The Company considers all highly liquid investments with an original maturity of twelve months or less to be cash
and cash equivalents.

Costs of Maintaining Mineral Properties
The Company does not accrue the estimated future costs of maintaining its mineral properties in good standing.
Environmental Expenditures

The operations of the Company have been and may in the future, be affected in varying degrees by changes in
environmental regulations, including those for site restoration costs. Both the likelihood of new regulations and their
overall effect upon the Company vary greatly from country to country and are not predictable.

Impairment of Long-Lived Assets

Long-lived assets are assessed for impairment when events and circumstances warrant, when carrying amounts of
the assets exceeds its estimated undiscounted net cash flow from use or its fair value, at which time the impairment
is charged to earnings.

Flow-Through Shares

The Company accounts for flow-through shares using the recommendations of the Emerging Issues Committee
EIC-146. Canadian Income Tax Legislation permits an enterprise to issue securities referred to as flow-through
shares, whereby the investor can claim the tax deductions arising from the renunciation of the related resource
expenditures. When resource expenditures are renounced to the investors and the Company has reasonable
assurance that the expenditures will be completed, future income tax liabilities are recognized (renounced
expenditures multiplied by the effective tax rate) thereby reducing share capital.

ftheCompany has sufficient unused tax | osses and deduct

tax liabilities and no future income tax assets have been previously recognized on such losses, a portion of such
unrecognized losses (losses multiplied by the effective corporate tax rate) is recorded as income up to the amount
of the future income tax liability that was previously recognized on the renounced expenditures.

Future Income Taxes

The Company accounts for potential future net tax assets which are attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases and which are measured
using tax rates expected to apply to taxable income in the years in which those temporary differences are expected
to be settled. When the future realization of income tax assets does not meet the test of being more likely than not
to occur, a valuation allowance in the amount of the potential future benefit is taken and no net asset is recognized.
Such an allowance has been applied to all potential income tax assets of the Company.

Loss Per Share

Basic loss per share has been calculated using the weighted average number of shares outstanding during the
year. Diluted loss per share is computed similar to basic loss per share except that the weighted average shares
outstanding are increased to include additional shares from the assumed exercise or conversion of stock options,
warrants, and convertible securities using the treasury stock method, if dilutive. Diluted loss per common share does
not differ from basic loss per share because the effects on loss per common share are not dilutive.

ons



CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

3. Significant Accounting Policies: (continued)
k) Mineral Exploration Tax Credits ("METC"), and Refundable Mining Duties (“RMD”)

The Company recognizes METC amounts when the Company's METC application is approved by Canada Revenue
Agency and applicable provincial auditors or when the amount to be received can be reasonably estimated and
collection is reasonably assured.

The Company recognizes RMD amounts when the Company's RMD application is approved by Ministere des
Ressources Naturelles or when the amount to be received can be reasonably estimated and collection is reasonably
assured.

) Mineral Properties

The cost of mineral properties and their related direct exploration costs are deferred until the properties are placed
into production, sold or abandoned. These deferred costs will be amortized on the unit-of-production basis over the
estimated useful life of the properties following the commencement of production, or written-off if the properties are
allowed to lapse, or are sold or abandoned.

Cost includes any cash consideration and the fair market value of shares issued on the acquisition of property
interests. Properties acquired under option agreements, whereby payments are made at the sole discretion of the
Company, are recorded in the accounts when the payments are made. The recorded amounts of property
acquisition costs and all related deferred exploration costs represent actual expenditures incurred and are not
intended to reflect present or future values.

The Company reviews capitalized costs on its property interests on a periodic basis and will recognize impairment in

value based upon <current exploration results and upon ma
profitable revenues from the property or from the sale of the prope r t vy . Management’s assessmen
estimated current fair market value is also based upon a review of other property transactions that have occurred in

the same geographic area as that of the property under review.

Administrative costs are expensed as incurred.
m) Share Capital

i) The proceeds from the exercise of stock options, warrants and escrow shares are recorded as share capital in
the amount for which the option, warrant or escrow share enabled the holder to purchase a share in the
Company, net of issue costs.

i) Share capital issued to third parties for non-monetary consideration is recorded at an amount based on fair
market value on the date of the agreement to issue the shares or, for subsequent issues, the date of share
issuance.

iii) Costs incurred to issue shares are deferred until the shares are issued, at which time these costs are charged
to share capital.

n) Stock-Based Compensation

All stock-based awards made to employees and non-employees are measured and recognized using the fair value-
based method. Consideration received by the Company upon the exercise of share purchase options, and the
stock-based compensation previously credited to contributed surplus related to such options, is credited to share
capital.

0) Transition of Foreign Currencies

The Company’'s foreign operations, conducted through one ¢
accordingly, the temporal method of foreign currency transaction is used for conversion of foreign-denominated

amounts into Canadian dollars. Monetary assets and liabilities are translated into Canadian dollars at the rates

prevailing on the balance sheet date. Other assets and liabilities are translated into Canadian dollars at the rates

prevailing on the transaction dates. Revenues and expenses arising from foreign currency transactions are

translated into Canadian dollars at the average rate for the year. Exchange gains and losses are recorded as

income or expense in the year in which they occur.




CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

3. Significant Accounting Policies: (continued)
p) Use of Estimates

The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates
and assumptions which affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the dates of the financial statements, as well as the reported amounts of revenues and expenses
incurred during the periods. Iltems requiring significant management estimates include stock-based compensation,

carrying values and future income taxes. Actual results could differ from those estimated.
g) Financial statements

All financial instruments, including derivatives,are i ncl uded on the Company’s bal ance
at fair value or, in certain circumstances when fair value may not be considered most relevant, at cost or amortized

cost. Changes in fair value are recognized in the statements of operations or accumulated other comprehensive

income, depending on the classification of the related instruments.

All financial assets and liabilities are recognized when the entity becomes a party to the contract creating the asset
or liability. All financial instruments are classified into one of the following categories: held for trading, held-to-
maturity, loans and receivables, available-for-sale financial assets, or other financial liabilities. Initial and subsequent
measurement and recognition of changes in the value of financial instruments depends on their initial classification:

1 Held-to-maturity loans and receivables, and other financial liabilities are initially measured at fair value and
subsequently measured at amortized cost. Amortization of premiums or discounts and losses due to
impairment are included in current period earnings (loss).

' Available-for-sale financial assets are measured at fair value. Changes in fair value are included in other
comprehensive income (loss) until the gain or loss is recognized in earnings (loss).

9 Held for trading financial instruments are measured at fair value. All changes in fair value are included in
earnings (loss) in the period in which they arise.

9 Al derivative financial instruments are measured at fair value, even when they are part of a hedging
relationship. Changes in fair value are included in earnings (loss) in the period in which they arise, except for
cash flow hedge transactions which qualify for hedge accounting treatment in which case gains and losses are
recognized in other comprehensive income (loss).

In accordance with this standard, the Company has classified its financial instruments as follows:

Financial Instrument Classification Measurement
Cash and equivalents Held for trading Fair value
Amounts receivable Loans and receivables Amortized cost
Investment Available-for-sale Fair value
Related party payable Other financial liability Amortized cost
ﬁ:&ﬁ;g? payable and accrued Other financial liability Amortized cost

r) Accounting Policies Not Yet Adopted

onouncements recently issued by the Canadi

The f r
I he Company’s future accounting policies:

'l owing p
i ke t

o}
y impact
International Financial Reporting Standards (“IFRS”)

In February 2008, the Accounting Standards Board announced 2011 as the changeover date of publicly-listed

companies to use | FRS, replacing Canada’s own GAAP. The sp
financial statements relating to fiscal years beginning on or after January 1, 2011. The transition date of September

1, 2011 will require restatement for comparative purposes of amounts reported by the Company for the year ended

August 31, 2011.




CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

4. |nvestment:

August 31, 2011

August 31,2010

Available-for-sale Number
of Number of
Shares $ Shares $
Visible Gold Mines Inc. 100,000 40,000 - -
Unrealized loss - (3,000) - -
Balance, end of year — fair value 100,000 37,000 - -
Total unrealized loss on investment was $3,000 at August 31, 2011.
5. Equipment:
Net
Cost Accumulated August 31 August 31
Amortization 2011 2010
$ $ $ $
Computer equipment 4,828 4,198 630 901
Computer software 4,246 2,388 1,858 3,715
9,074 6,586 2,488 4,616
6. Mineral Properties:
August 31, 2011 August 31, 2010
Beginning Ending Beginning Ending
. Balance Expenditures Balance Balance Expenditures Balance
Goldstrike $ $ $ $ $ $
Acquisition - 108,766 108,766 - -
Consulting - 66,099 66,099 - -
Holding costs - 29,761 29,761
Labour - 1,561 1,561 - -
Transportation - 3,279 3,279 - -
Balance, end of year - 209,466 209,466 - -
Kanasuta
Assaying & analysis 7,444 - 7,444 7,444 7,444
Board and lodging 3,996 - 3,996 3,996 3,996
Consulting 16,748 2,425 19,173 16,748 16,748
Drilling 111,604 - 111,604 111,604 111,604
Filing fees 1,716 - 1,716 - 1,716 1,716
Geochemical 7,411 - 7,411 7,411 7,411
Geological 39,326 - 39,326 39,326 39,326
Material and supplies 3,842 406 4,248 3,842 3,842
Transportation 1,707 - 1,707 1,707 1,707
Total 193,794 2,831 196,625 192,078 1,716 193,794
Option payments - (9,425) (9,425) - -
Balance, end of year 193,794 (6,594) 187,200 192,078 1,716 193,794

10



CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

6. Mineral Properties: (continued)

August 31, 2011 August 31, 2010
Beginning Ending Beginning Ending
Balance Expenditures Balance Balance Expenditures Balance
$ $ $ $ $ $
Kekeko
Assaying & analysis 21,265 - 21,265 19,694 1,571 21,265
Board and lodging 11,013 - 11,013 11,013 - 11,013
Consulting 52,129 1,671 53,800 44,534 7,595 52,129
Drilling 492,165 - 492,165 430,357 61,808 492,165
Filing fees 6,214 50 6,264 - 6,214 6,214
Geochemical 9,352 - 9,352 9,352 - 9,352
Geological 8,396 - 8,396 8,396 - 8,396
Material and supplies 7,740 - 7,740 7,740 - 7,740
Transportation 4,477 - 4,477 4,477 - 4,477
Total 612,751 1,721 614,472 535,563 77,188 612,751
Option payments - (29,650) (29,650) - - -
Balance, end of year 612,751 (27,929) 584,822 535,563 77,188 612,751
Silver Streak
Acquisition 15,000 - 15,000 8,000 7,000 15,000
Assaying & analysis 5,188 - 5,188 5,188 - 5,188
Board and lodging 843 - 843 843 - 843
Consulting 30,198 - 30,198 26,698 3,500 30,198
Drilling 81,807 - 81,807 81,807 - 81,807
Filing fees 1,959 - 1,959 727 1,232 1,959
Geophysics 18,325 - 18,325 - 18,325 18,325
Material and supplies 1,285 - 1,285 1,285 - 1,285
Transportation 1,086 - 1,086 1,086 - 1,086
Total 155,691 - 155,691 125,634 30,057 155,691
British Columbia METC (30,175) - (30,175) - (30,175) (30,175)
Written off (125,516) - (125,516) - (125,516) (125,516)
Balance, end of year - - - 125,634 (125,634) -
Staked Claims —
Quebec
Acquisition 23,435 - 23,435 23,435 - 23,435
Assaying & analysis 4,383 - 4,383 4,383 - 4,383
Board and lodging 1,569 - 1,569 1,569 - 1,569
Consulting 52,625 1,050 53,675 42,525 10,100 52,625
Drilling 22,034 - 22,034 22,034 - 22,034
Filing fees 56,118 - 56,118 54,975 1,143 56,118
Geochemical 345,566 - 345,566 345,566 - 345,566
Geological 9,208 - 9,208 6,858 2,350 9,208
Material and supplies 8,860 - 8,860 8,860 - 8,860
Transportation 12,452 - 12,452 12,452 - 12,452
Total 536,250 1,050 537,300 522,657 13,593 536,250
Option payments - (25,925) (25,925) - - -
Balance, end of year 536,250 (24,875) 511,375 522,657 13,593 536,250

11



CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

6. Mineral Properties: (continued)

August 31, 2011 August 31, 2010
Beginning Ending Beginning Ending
Balance Expenditures Balance Balance Expenditures Balance
$ $ $ $ $ $
Wasa
Assaying & analysis 5,346 3,487 8,833 2,755 2,591 5,346
Board and lodging 4,219 - 4,219 4,219 - 4,219
Consulting 4,302 5,134 9,436 3,602 700 4,302
Drilling 57,591 - 57,591 28,419 29,172 57,591
Filing fees 1,690 50 1,740 - 1,690 1,690
Geochemical 1,374 - 1,374 1,374 - 1,374
Material and supplies 955 3,973 4,928 955 - 955
Transportation 461 - 461 461 - 461
Balance, end of year 75,938 12,644 88,582 41,785 34,153 75,938
Total 1,574,424 227,712 1,802,136 1,417,717 156,707 1,574,424
Written off (125,516) - (125,516) - (125,516) (25,516)
1,448,908 227,712 1,676,620 1,417,717 31,191 1,448,908
Less:
British Columbia METC 30,175 - 30,175 - 30,175 30,175
Mining Duty refund 190,042 - 190,042 187,812 2,230 190,042
Quebec METC 910,764 - 910,764 910,764 - 910,764
Option payments - 65,000 65,000 - - -
1,130,981 65,000 1,195,981 1,098,576 32,405 1,130,981
Balance, end of year 317,927 162,712 480,639 319,141 (1,214) 317,927

Details of Mineral Properties

a)

b)

Goldstrike

The Company acquired during the current year four leases comprising in aggregate 40 patented claims in western

Washington County, southwestern Utah, subject to a 2.5% net smelter returns ( “ NSR"” ) royal ty.

payments made on execution of the lease agreements were in aggregate US$39,500. The aggregate advance
royalties due on the first anniversary of the lease agreements is US$50,000, increasing annually for four years
thereafter. The maximum aggregate advance royalties of US$91,000 are due as of the fifth anniversary and upon
each anniversary thereafter.

The Company is required to expend US$600,000 on exploration over the initial three years of one lease in order to
keep that agreement in good standing. As part of that agreement, the Company has irrevocably committed to expend
US$100,000 in the first year of that lease.

The Company has staked a further 208 Federal claims, contiguous with the patented claims, expanding the total to
approximately 4800 acres.

Silver Streak

By an option agreement with three arms-length vendors dated November 6, 2007 and as amended November 28,
2008, and December 14, 2009, the Company had the option to earn a 100% interest in nine mineral claims in the
Omineca Mining Division, BC, subject to a 1% NSR royalty, which could have been purchased for $1,000,000.
Consideration was exploration expenditures of $50,000 within one year (completed) and payment of $55,000 cash
and 400,000 common shares in stages to November 6, 2012. As of February 28, 2010, the Company had paid to
the vendors $10,000 in cash and 100,000 shares in aggregate. The Company relinquished the option and wrote off
the associated costs at August 31, 2010.

12
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CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

6. Mineral Properties: (continued)

c) Staked Claims — Quebec: Kanasuta, Kekeko, & Wasa Properties in Beauchastel & Dasserat
Townships

The Company has a 100% interest in 228 mineral claims comprising 8,000 hectares, subject to a 1.5% NSR to the
President and a director on production exceeding 100,000 oz. gold or its equivalent.

The Company received $35,000 during the prior year from the sale of 17 semi-contiguous claims in northeast
Dasserat Township to Mines Richmont Inc., and has retained a production royalty comprising 2.5% of net smelter

return.

Effective December 1, 2010 the Company enter eddMineglmc. an opt
(“Visibl e GeNordnta pursuaint tRwhiclythe Company granted Visible Gold an exclusive option to earn

a 60% interest in8clamsr of Cadillac’s 22

The Opti on covers approximately 7423 heuyt Bearglastebdnd Massdrat| | ac’ s
Townships. Under the terms of the Option, Visible Gold may earn a 60% undivided interest in the property over a

period of four years by completing aggregate exploration expenditures of $4.2 million, issuing an aggregate 500,000

Visible Gold common shares to Cadillac and paying Cadillac a total of $100,000 cash. The initial payment of

$25,000 cash and 100,000 common shares was paid to the Company during the current year (a subsequent

$25,000 and 100,000 shares was received by the Company). The balance of the payments to the Company are

due in annual installments. In addition, Visible Gold has irrevocably committed to expend $500,000 in the first year

of the Option.

7. Due to Related Parties:

As at August 31, 2011 - $402,645 (August 31, 2010 - $451,197) was owed to companies controlled by directors and
officers or the directors and officers.

All amounts due to related parties are unsecured, bear no interest and have no fixed terms for repayment.

The following related party transactions were incurred in the normal course of operations and were measured at their fair
value as determined by management.

August 31, 2011 August 31, 2010
$

$
Management fees charged by a company controlled by the President 60,000 60,000
Exploration consulting /management fees charged by company controlled by a
director 60,000 60,000
Consulting and accounting fees charged by a company controlled by an officer 41,655 25,175

8. Share Capital:

a) Share Capital
Authorized:
Unlimited common shares without par value.

Number Amount
of Shares $
Balance, Aug 31, 2009 25,044,828 3,875,448
Acquisition of mineral claims® 50,000 2,000
Balance, Aug 31, 2010 25,094,828 3,877,448
Exercise of stock options 2,080,000 204,665
Fair value of stock options exercised - 86,178
Balance, Aug 31, 2011 27,174,828 4,168,291
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CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

8. Share Capital: (continued)

1) The Company issued 50,000 common shares at a deemed price of $0.04 per common share pursuant to an
option agreement dated November 6, 2007 and amended November 28, 2008 and December 14, 2009 to earn a
100% interest in nine mineral claims comprising the Silver Steak property in the Omineca Mining Division, BC.

b) Stock Options

The Company grants options to employees, directors and agents in accordance with the rules of the Exchange.
Options vest over a period of time pursuanttot he Company’'s stock option plan. The f
stock options, including options to agents:

August 31, 2011 August 31, 2010

Weighted Weighted

Average Average

Number of Exercise Number of Exercise

Options Price Options Price
$ $

Outstanding, beginning of year 2,480,000 0.10 2,480,000 0.10
Granted 150,000 0.25 - -
Exercised (2,080,000) 0.10 - -
Cancelled - - - -
Expired (200,000) - - -
Outstanding, end of year 350,000 0.16 2,480,000 0.10

At August 31, 2011 the weighted-average remaining contractual life of options outstanding is 1.4 years (August 31,
2010 — 1.02). At August 31, 2011 350,000 (2010 — 2,480,000) options have vested.

c) Agents Warrants
The Company granted 200,000 Agents Warrantsas a f i nder s’ fee on its prBEBachate pl
warrant was exercisable into one unit at $0.10 per unit, each unit comprising one flow-through common share and
one share purchase warrant entitling the holder to a common share for $0.15 per warrant on or before January 23,
2010. The Warrants expired unexercised during the prior year.

d) Warrants

The continuity of share purchase warrants outstanding is as follows:

August 31, 2011 August 31, 2010
Weighted Weighted
Average Average
Number of Exercise Number of Exercise
Warrants Price Warrants Price

$ $
QOutstanding, beginning of year - - 2,000,000 0.15
Issued - - - -
Expired - - (2,000,000) 0.15
Outstanding, end of year - - 2,000,000 -

e) Contributed Surplus

The fair value of stock options granted during the year ended August 31, 2011 is $44,460 or $0.296 per option. This
has been determined using the Black-Scholes Option Pricing Model with the following assumptions: a risk free
interest rate of 1.95%; an expected life of three years and expected volatility of 225.9%.
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CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

8. Share Capital: (continued)

Option pricing models require the input of highly subjective assumptions, particularly as to the expected price

volatility of the stock. Changes in these assumptions can materially affect the fair value estimate and therefore it is
management’s view that the existing models do not necessar
the Company’'s stock option and warrant grants.

9. Income Taxes:

A reconciliation of income taxes at statutory rates is as follows:
August 31, 2011 August 31, 2010

$
Consolidated loss for the year (273,173) (49,128)
Expected income tax recovery (74,221) (14,247)
Net adjustment for amortization, deductible and non-deductible amounts 12,539 46,761
Unrecognized benefit of non-capital losses 61,682 (32,514)
Total income taxes - -
Future income tax assets (liabilities):
Mineral properties (35,601) (52,295)
Non-capital losses carry forward 1,013,937 855,660
Equipment and other 122,643 122,154
1,100,979 925,519
Valuation allowance (1,100,979) (925,519)

Net future tax assets - -

The Company has estimated non-capital losses available at August 31, 2011 to reduce future taxable income in Canada
expiring as follows:

Year of Expiry $
2015 733,500
2026 806,500
2027 1,340,400
2028 225,600
2029 618,400
2030 138,000
2031 193,400
Total 4,055,800

Subject to certain restrictions, the Company also has mineral property and equipment expenditures and share issue costs
of approximately $831,000 at August 31, 2011 (2010 - $632,000), available to reduce taxable income in future years. The
Company has not recognized any future benefit for these tax losses and resource deductions as it is not considered likely
that they will be utilized.

10. Non-cash Investing and Financing Activities:
During the prior year, the Company issued 50,000 common shares valued at $2,000 pursuant to option agreements for
the acquisition of mineral claims.

11. Capital Management

The Company’s primary objective for managing its capital st
sustaining the future development of the business and maintaining investor, creditor and market confidence.
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CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

11. Capital Management (continued)

The Company considers its capital structure to include shar
its resources and minimize risks, the Company prepares annual expenditure budgets that are updated as necessary

depending on factors including success of programs and general industry conditions. In the event that adjustments to the

capital structure are necessary, the Company may consider issuing additional equity, raising debt or revising its capital

investment programs.

The Company’'s share capital is not subject to any external
dividends since the date of incorporation, nor are any currently contemplated. There have been no changes to the
Company’'s approach to capital management during the year.

12. Financial Instruments

The nature of the Company’'s operations expose tdpmpeddtepany t
risk, and changes in foreign exchange rates and interest rates may have a material effect on cash flows, net income and
comprehensive income.

The note provides information about the Compantyhes @xmmparuy’es
objectives, policies and processes for measuring and managing these risks.

The Company’'s risk management policies are established to id
appropriate risk limits and to monitor marketcondi t i ons and the Company’s activities.
responsibility for the establishment and oversight of the Co

a) Credit Risk

The Company’'s credit risk is the risk that a client or Ve
or owing by the Company. The primary receivables owed to the Company are owed from the Federal

Government of Canada as a result of harmonized sales and other tax refunds. Management assesses the credit

risk to be low.

b) 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's approach to managing liquidity is to ensure that it will have sufficient liquidity to meet liabilities when
due. To the extent that the Company does not believe it has sufficient liquidity to meet obligations, it will consider
securing additional equity funding, or engage in negotiations to extend terms with creditors. The Company
manages liquidity risk through the management of its capital structure (see Note 11).

c) Market Risk

At the present time, the Company does not hold any interest in a mining property that is presently in production.

The Company’s viability and potent i alexpwiyand gepesatedegepuends on
from the development of mineral deposits. Revenue, cash flow, and profits from any future mining operations in

which the Company is involved will be influenced by precious and/or base metal prices and by the relationship of

such prices to production costs. Such prices can fluctuate widely and are affected by numerous factors beyond

the Company’'s control

d) Foreign Exchange Risk

The Company raises its capital in Canadian dollars. The Company holds its cash mainly in Canadian dollars. The
Company minimizes its exposure to foreign currency risk by minimizing the amount of funds in currencies other
than the Canadian dollar. The Company does not undertake currency hedging activities. The Company
continuously monitors its exposure to foreign exchange risk to determine if any mitigation strategies warrant
consideration.

e) Property Title Risk

Although the Company has taken steps to verify title to the properties on which it is conducting exploration and 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
prior agreements and non compliance with regulatory requirements.
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CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

12. Financial Instruments (continued)

f) Interest Rate Risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of
changes in the market i n tcash ie Betd inringetest bearingTatoeunts; and tharefyre, s
there is minimal risk.

g) Price Risk

The Company is exposed to price risk on its investment holdings of shares of Visible Gold Mines Inc. Prices for
these shares are volatile and the Company has no specific policy to manage this risk. Unrealized gains and
losses are reported in other comprehensive income. If market prices for the shares held by the Company had
differed by 10% at August 31, 2011, there would have been a change in other comprehensive income of
approximately $3,700.

h) Fair Value of Financial Instruments

During 20009, CI CA handbook sect-Dinscd3&®6&62artBE"navacsi ad melnmdsetc
enhanced disclosure of financial instrument fair value measurements and liquidity risks. Financial instruments

must be classified at one of three levels within a fair value hierarchy according to the relative reliability of the

inputs used to estimate their values. The three levels of the hierarchy are as follows:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly;
and

Level 3: Inputs that are not based on observable market data

The Company’ s f i neamyng ariounts and fair valmes by tategories and levels per the fair value

hierarchy are as follows:

Fair
Value
Level August 31,2011 August 31, 2010
Held-for- Held-for-
trading/ trading/
Available-for- Receivables/ other Available-for- Receivables/ other
sale at fair financial liabilities sale at fair financial liabilities
value at amortized cost value at amortized cost
$ $ $ $
Financial assets:
Cash and equivalents 1 163,629 - 354,544 -
Amounts receivable - 43,562 - 46,354
Investment 1 37,000 - - -
200,629 43,562 354,544 46,354
Financial liabilities:
Accounts payable and
accrued liabilities - 139,588 - 59,111
Due to related party - 402,645 - 451,197
- 542,233 - 510,308

13. Geographical Segment

The company at August 31, 2011 had assets of $209,466 (2010 - $nil) in the USA.

17



CADILLAC MINING CORPORATION
(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
August 31, 2011 and August 31, 2010

14. Subsequent Events:

a) The Company negotiated a private placement, subject to regulatory approval, of up to 2 million units at $0.075 per
unit. Each unit would comprise one common share and one warrant exercisable into one share at $0.15 for two
years. Fi nder "ase tofbe @ad on a portion of the financing: 8% in cash and 10% in brokers’ warrants
(exercisable at $0.15 for eighteen months).

b) The Company entered into an investor relations contract with Bay Street Connect, whereby services are to be
provided at a rate of $7,500 per month. The Company also agreed to grant 300,000 stock options exercisable at
$0.10 per share for one year and vesting at a rate of 75,000 quarterly.

18



