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Notice to Reader

The accompanying unaudited interim consolidated financial statements of Franconia Minerals Corporation for
the three and six month periods ended March 31, 2009 have been prepared by management and approved by
the Audit Committee and Board of Directors of the Corporation. These statements have not been reviewed by
the Corporation’s auditors.

Dated May 14, 2009

/s/ Brian Gavin

Brian Gavin President



FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)
Consolidated Balance Sheets (Note 2)

(U.S. Dollars)

(Unaudited, prepared by Management)

March 31 September 30
2009 2008
ASSETS
Current
Cash and cash equivalents $ 3,007,679 $ 261,219
Auction Rate Securities settlement (Note 5) - 3,250,000
Prepaid expenses 67,783 110,059
3,075,462 3,621,278
Mineral Property Interests (Note 6) 26,754,877 26,290,782
$ 29,830,339 $ 29,912,060
LIABILITIES
Current
Accounts payable and accrued liabilities $ 139,785 3 1,677,497
Long-Term Liabilities
Loan from the State of Minnesota (Note 14) 2,013,712 -

$ 2,153,497 $ 1,677,497
SHAREHOLDERS' EQUITY

Share Capital (Note 7) 34,150,914 34,138,491
Contributed Surplus 5,850,602 5,780,229
Deficit (12,324,675) (11,684,157)

27,676,841 28,234,563

$ 29,830,339 $ 29,912,060

Commitments (Note 9)
Subsequent Events (Note 10)
Contingent Liability (Note 13)

Approved on behalf of the Board:

/s/ Brian Gavin Director
Brian Gavin
s/ Allan J. Marter Director

Allan J. Marter

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



FRANCONIA MINERALS CORPORATION

(An Exploration Stage Company)

Consolidated Statements of Operations and Deficit
(U.S. Dollars)

(Unaudited, prepared by Management)

Three months ended Six months ended
March 31 March 31
2009 2008 2009 2008
(Note 3) (Note 3)

Expenses

General administration $ 336,728 $ 405,041 $ 652,435 $ 887,704

General exploration (15,938) 14,672 (15,938) 31,109

Property maintenance - 7,979 - 15,958
Loss from Operations 320,790 428,053 636,497 934,772
Interest expense/(income) 8,549 (150,811) 4,021 (324,632)
Net Loss and Comprehensive Loss for Period $ 329,339 $ 277,242 $ 640,518 $ 610,140

Deficit accumulated during development stage

Beginning of period 11,995,336 7,624,295 11,684,157 7,291,397

End of period $ 12,324,675 $ 7,901,537 $ 12,324,675 $ 7,901,537
Basic and Diluted Loss Per Share $ (0.01) $ 0.01) $ (0.01) $ (0.01)
Weighted Average Number of Common Shares
Outstanding 59,082,572 58,170,565 59,081,803 58,097,271

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



FRANCONIA MINERALS CORPORATION

(An Exploration Stage Company)

Consolidated Statements of Shareholders’ Equity

(U.S. Dollars)
(Unaudited, prepared by Management)
Total
Common Contributed Shareholders’
Shares Amount Deficit Surplus Equity

Balance, September 30, 2007 58,024,774 32,756,567 (7,291,397) $ 5,649,500 $ 31,114,670
Net loss for quarter - - (332,898) - (332,898)
Shares issued for cash

Exercise of options - - - - -
Balance, December 31, 2007 58,024,774 32,756,567 7,624,295 $ 5,649,500 $ 30,781,772
Net loss for quarter - - (277,242) - (277,242)
Shares issued for cash

Exercise of options -
Balance, March 31, 2008 59,082,572 34,150,914 (11,995,336) $ 5,775,602 $ 27,931,180
Balance, September 30, 2008 59,062,572 34,138,491 (11,684,157) $ 5,780,229 $ 28,234,563
Net loss for quarter - - (311,179) - (311,179)
Shares issued for cash

Exercise of options 20,000 12,423 - (4,627) 7,797
Balance, December 31, 2008 59,082,572 34,150,914 11,995,336 $ 5,775,602 $ 27,931,180
Net loss for quarter - - (329,339) - (329,339)
Shares issued for cash

Exercise of options
Warrants issued to State of Minnesota (Note 14) - - - 75,000 -
Balance, March 31, 2009 59,082,572 $ 34,150,914 $ (12,324,675) $ 5,850,602 $ 27,676,841

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



FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)
Consolidated Statements of Cash Flows

(U.S. Dollars)

(Unaudited - Prepared by Management)

Three months ended

Six months ended

March 31 March 31
2009 2008 2009 2008
Cash flows from (used in) operating activities
Net (loss) for the period $ (329,339) $ (277,242) % (610,518) $ (610,140)
Items not involving cash:
Write off deferred costs - 7,979 - 15,958
Stock-based compensation - 39,186 - 78,372
Changes in non-cash working capital balances:
Prepaid expenses (5,084) 13,471 42,276 (35,836)
Accounts payable 14,141 (61,379) (1,566,058) (929,389)
(320,281) (277,985) (2,164,300) (1,4814,035)
Cash flows from financing activities
State of Minnesota Loan 2,000,000 - 2,000,000 -
Issue of share capital, net of issue costs - - 7,796 -
State of Minnesota Grant Received 500,000 - 500,000 -
2,500,000 - 2,507,796 -
Cash flows from (used in) investing activities
Payments for deferred acquisition and
exploration costs (626,368) (2,011,925) (847,035) (3,626,393)
Sale of Auction Rate Securities 48,639 - 3,250,000 -
(577,729) (2,011,925) 2,402,965 (3,626,393)
Increase (decrease) in cash and equivalents 1,601,990 (2,289,910) 2,746,460 (5,107,428)
Cash and equivalents, beginning of period 1,405,689 14,286,936 261,219 17,104,454
Reclassification to Long Term Investments - (6,100,000) - (6,100,000)
Cash and equivalents, end of period $ 3,007,679 $ 5,897,026 $ 3,007,679 $ 5,897,026
Supplemental Information
Shares Issued for Property $ - $ 234,157 $ - $ 234,157

These consolidated financial statements should be read in conjunction with the most recent annual audited
financial statements. The accompanying notes are an integral part of these consolidated financial statements.



FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

For the Quarters Ended March 31, 2009 and 2008
(U.S. Dollars)

(Unaudited, prepared by Management)

1. Nature of Operations

Franconia Minerals Corporation (the "Company") was incorporated on August 7, 1998 under the Alberta Business
Corporations Act. The Company is a public company, and effective January 12, 2005, was listed on the TSX Venture Exchange
(“TSX-V”). The Company’s shares were delisted from the TSX-V and were listed and commenced trading on the Toronto Stock
Exchange (“TSX”) at the opening on Monday, November 19, 2007, under the symbol “FRA”.

The Company is in the process of exploring its mineral property interests and has not determined whether these properties
contain economically recoverable reserves of ore. The Company has not earned significant revenues from its mineral
property interests and is considered to be in the exploration stage.

2. Going-Concern

These consolidated financial statements have been prepared on a going-concern basis, which assumes the realization of
assets and liquidation of liabilities in the normal course of business.

The recovery of amounts shown as acquisition costs of mineral properties and the related deferred exploration costs for
mineral properties is dependent upon the discovery of economically recoverable reserves, the ability of the Company to
obtain financing to complete development, and upon future profitable operations from the properties or proceeds from the
disposition thereof.

The Company’s ability to continue as a going-concern is dependent on the Company being able to satisfy its liabilities as
they become due and to obtain the necessary financing to complete the exploration and development of its mineral property
interests, the attainment of profitable mining operations, and/or the receipt of proceeds from the disposition of its mineral
property interests. These consolidated financial statements do not include any adjustments to the recoverability and
classification of recorded asset amounts and classification of liabilities that might be necessary, should the Company be
unable to continue as a going-concern.

As of March 31, 2009, the Company has working capital of $2,935,677 (September 30, 2008 - $1,943,781). The Company
expects to fund most of its operations for the coming year from its current working capital with any shortfalls financed through
private placements. Consistent with its business plan, the Company intends to continue using various strategies to minimize its
dependence on equity capital, including the securing of joint venture partners where appropriate. Management believes it will be
able to raise equity capital as needed in the long term, but recognizes there will be risks involved that may be beyond their
control.

3. Comparative Figures
Certain of the comparative figures are reclassified to conform to the current year’s presentation.

4. Significant Accounting Policies

These consolidated financial statements have been prepared using Canadian generally accepted accounting principles
(“GAAP”) and are presented in United States dollars.

(@)  Principles of consolidation

The consolidated financial statements include the accounts of the Company and its integrated wholly-owned subsidiary,
Franconia Minerals Corporation (US) Inc. All significant inter-company transactions have been eliminated.

(b)  Cash and cash equivalents

Cash and cash equivalents include cash and highly liquid investments with maturities of three months or less at the time of
purchase.



FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

For the Quarters Ended March 31, 2009 and 2008
(U.S. Dollars)

(Unaudited, prepared by Management)

4. Significant Accounting Policies (continued)

(©)

(d)

(€)

(f)

Mineral property interests

The Company defers all costs related to investments in mineral property interests on a property-by-property basis. Such
costs include mineral property interest acquisition costs and exploration and development expenditures, net of any
recoveries. Costs are deferred until such time as the extent of mineralization has been determined and mineral property
interests are either developed or the Company's mineral rights are allowed to lapse.

All deferred mineral property interest costs are reviewed annually, on a property-by-property basis, to consider whether
there are any conditions that may indicate impairment. When the carrying value of a property exceeds its net recoverable
amount that may be estimated by quantifiable evidence of an economic geological resource or reserve, joint venture
expenditure commitments or the Company’s assessment of its ability to sell the mineral property interest for an amount
exceeding the deferred costs, provision is made for the impairment in value.

From time to time the Company may acquire or dispose of a mineral property interest pursuant to the terms of an option
agreement. As the options are exercisable entirely at the discretion of the optionee, the amounts payable or receivable are
not recorded. Option payments are recorded as mineral property interest costs or recoveries when the payments are made
or received.

The amounts shown as mineral property interests represent net costs to date, less amounts written off, and do not
necessarily represent present or future values.

Income taxes

The Company follows the asset and liability method of accounting for income taxes. Under this method, future tax
assets and liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax basis, and losses carried forward.
Future income tax assets and liabilities are measured using substantively enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be recovered or settled. The effect on future
income tax assets and liabilities of a change in tax rates is recognized in operations in the period in which the change is
enacted or substantially assured. The amount of future income tax assets is limited to the amount of the benefit that is
more likely than not to be realized.

Foreign exchange

The Company’s functional and reporting currency is the U.S. dollar. Amounts reported in foreign currency are translated into
U.S. dollars on the following bases:

(i) Monetary assets and liabilities, at the rate of exchange in effect as at the balance sheet date;

(i) Non-monetary assets and liabilities, at the exchange rates prevailing at the time of the acquisition of the assets or
assumption of the liabilities; and

(iii) Revenues and expenses, at the average rate of exchange for the year.
Gains and losses arising from the translation of foreign currency are included in the statement of operations for the year.
Joint venture

The Company's exploration and development activities are conducted jointly with others. These consolidated financial
statements reflect only the Company's proportionate interest in such activities. Joint venture accounting, which reflects the
Company’s proportionate interest in mineral properties, is applied by the Company only when the parties enter into formal
comprehensive agreements for ownership and mining participation terms.



FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

For the Quarters Ended March 31, 2009 and 2008
(U.S. Dollars)

(Unaudited, prepared by Management)

4. Significant Accounting Policies (continued)

@

(h)

(i)

)

(k)

Stock-based compensation

The Company accounts for stock-based compensation using a fair value based method with respect to all stock-based
payments measured and recognized, to directors, employees and non-employees. For directors and employees, the fair
value of the options is measured at the date of grant. For non-employees, the fair value of the options is measured on the
earlier of the date at which the counterparty performance is completed or the date the performance commitment is reached
or the date at which the equity instruments are granted if they are fully vested and non-forfeitable. The fair value of the
options is accrued and charged either to operations or resource properties, with the offset credit to contributed surplus. For
directors and employees the options are recognized over the vesting period, and for non-employees the options are
recognized over the related service period. If and when the stock options are ultimately exercised, the applicable amounts
of contributed surplus are transferred to share capital.

Revenue recognition

Interest income derived from cash and cash equivalents and other investments is recognized on an accrual basis as earned.

Loss per share

Basic loss per share is calculated using the weighted average humber of common shares outstanding during the year. The
Company uses the treasury stock method for calculating diluted loss per share. Under this method, the dilutive effect on
loss per share is calculated presuming the proceeds of exercise of outstanding options, warrants and similar instruments
would be used to repurchase common shares at the average market price during the period.

However, diluted loss per share is not presented where the effects of various conversions and exercise of options and
warrants would be anti-dilutive. Shares held in escrow, other than where their release is subject to the passage of time, are
not included in the calculation of the weighted average number of common shares outstanding.

Asset retirement obligation

The Company recognizes an estimate of the liability associated with an asset retirement obligation (“ARO”) in the financial
statements at the time the liability is incurred. The estimated fair value of the ARO is recorded as a long-term liability, with
a corresponding increase in the carrying amount of the related asset. The capitalized amount is depleted on a straight-line
basis over the estimated life of the asset. The liability amount is increased each reporting period due to the passage of time
and the amount of accretion is charged to earnings in the period. The ARO can also increase or decrease due to changes in
the estimates of timing of cash flows or changes in the original estimated undiscounted cost. Actual costs incurred upon
settlement of the ARO are charged against the ARO to the extent of the liability recorded. At present, the Company has
determined that it has no material AROs to record in the financial statements.

Use of estimates

The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the reporting period. Significant
areas requiring the use of management estimates relate to the impairment of mineral property interests, accrued liabilities, the
assumptions used in the determination of the fair value of stock-based compensation and the valuation allowance for future
income tax assets. The Company bases its estimates and assumptions on current facts, historical experience and various other
factors that it believes to be reasonable under the circumstances. The actual results experienced by the Company may differ
materially and adversely from the Company’s estimates and could affect future results of operations and cash flows.



FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)

Notesto Consolidated Financial Statements

For the Quarters Ended March 31, 2009 and 2008
(U.S. Dallars)

(Unaudited, prepared by Management)

4. Significant Accounting Policies (continued)

(N

(m)

(n)

(0)

Financial instruments

Financial instruments must be classified into one of these five categories: held-for-trading, held-to-maturity, loans and
receivables, available-for-sale financia assets or other financial ligbilities. All financial instruments are measured in the
balance sheet at fair value except for loans and receivables, held-to-maturity investments and other financial liabilities, which
are measured at amortized cost. Subsequent measurement and changes in fair value will depend on their initial classification
as follows: held-for-trading financial assets are measured at fair value and changesin fair value are recognized in net income;
available-for-sale financia instruments are measured at fair value with changesin fair value recorded in other comprehensive
income until the investment is no longer recognized or impaired, at which time the amounts would be recorded in net income.

Transaction costs other than those related to financia instruments classified as held-for-trading or available-for-sale, which
are expensed as incurred, are added to the fair vaue of the financia asset or financial liability on initial recognition and
amortized using the effective interest method.

The Company has classified its financial instruments as follows:

e Cashand cash equivaents Held-for-trading

e Auction Rate Securities settlement Loans and receivables

e  Accounts payable and accrued liabilities Other financial liabilities
e Auction Rate Securitiesloan Other financial liabilities.

Comprehensive income

The Company has no items of other comprehensive income (loss) in any period presented. Therefore, net loss as presented in
the Company’s statements of operations equals comprehensive |0ss.

Financial instruments — disclosures and presentation

CICA disclosure standards outline the disclosure requirements for financial instruments and non-financial derivatives.
The guidance prescribes an increased importance on risk disclosures associated with recognized and unrecognized
financial instruments, and how such risks are managed. Specifically, it requires disclosure of the significance of
financial instruments for a company’s financial position. In addition, the guidance outlines revised requirements for the
disclosure of qualitative and quantitative information regarding exposure to risks arising from financial instruments. The
Company has included disclosures recommended by the new Handbook Section in Note 12.

Future accounting changes

The following changes will apply for the Company’s interim and annual consolidated financial statements commencing
October 1, 2008. The Company is in the process of assessing the impact of these changes on its consolidated financial
statements.

0] Goodwill and intangible assets

In February 2008, the CICA issued Handbook Section 3064, “Goodwill and Intangible Assets”, replacing Section
3062, “Goodwill and Other Intangible Assets”, and Section 3450, “Research and Development Costs”. This section
establishes standards for the recognition, measurement, presentation and disclosure of goodwill subsequent to its
initial recognition and of intangible assets by profit-oriented enterprises. Standards concerning goodwill are
unchanged from the standards included in the previous Section 3062.

(i) International Financial Reporting Standards ("IFRS")

In 2006, the Canadian Accounting Standards Board ("AcSB") published a new strategic plan that will significantly
affect financial reporting requirements for Canadian companies. The AcSB strategic plan outlines the convergence
of Canadian GAAP with IFRS over an expected five year transitional period. In February 2008, the AcSB
announced that 2011 is the changeover date for publicly-listed companies to use IFRS, replacing Canada's own



FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

For the Quarters Ended March 31, 2009 and 2008
(U.S. Dollars)

(Unaudited, prepared by Management)

4. Significant Accounting Policies (continued)

GAAP. The new standards will be effective for the Company for interim and annual financial statements beginning
on October 1, 2011. Implementation of the change will require the restatement for comparative purposes of
amounts reported by the Company for the year ending September 30, 2011. While the Company has begun
assessing the adoption of IFRS for 2011, the financial reporting impact of the transition to IFRS cannot be
reasonably estimated at this time.

5. Auction Rate Securities Settlement

During 2008, the Securities and Exchange Commission’s Division of Enforcement announced preliminary settlements in
principle with UBS Securities LLC and UBS Financial Services, Inc. (“UBS”) and with Citigroup Global Markets, Inc. (“Citi”)
that would restore liquidity to customers who invested in auction rate securities (“ARS”). The Company is one such customer,
and as such, opted to participate in both settlement offers.

The UBS settlement requires that UBS will liquidate at par all ARS investors with account values up to $10,000,000 no later than
January 2, 2009. At September 30, 2008, the Company held ARS investments with UBS of $2,450,000. During August 2008, a
loan of $1,000,000 was obtained from UBS, secured by the ARS holdings. At the Settlement Date of January 2, 2009, the loan was
repaid from the investment holdings, and the Company received the remaining $1,431,000 of its investment in cash. This amount
was included in cash and cash equivalents. The Citi Settlement required that Citi liquidate at par all ARS from its customers, no
later than November 7, 2008. At that date, the Company held ARS investments with Citi of $3,550,000, against which it had
borrowed $3,500,000. The Settlement proceeds were used to repay the loan, leaving $50,000 which, along with accrued
interest, remains on deposit at March 31, 2009 in a (completely liquid) Money Market Fund.

6. Mineral Property Interests
Birch Red
Total Lake Knoll

Balance, September 30, 2007 $ 14,681,145 $ 12,914,012 $ 1,767,133

Expenditures Acquisition 5,473 5,473 -
Exploration 1,849,248 1,809,060 40,188
Balance, December 31, 2007 16,535,866 14,728,545 1,807,321
Expenditures Acquisition 895,271 661,114 234,157
Exploration 1,355,397 1,268,200 87,197
Balance, March 31, 2008 $ 18,786,534 $ 16,657,859 $ 2,128,675

Balance, September 30, 2008 $ 26,290,782 $ 26,290,782 % -

Expenditures Acquisition 20,192 20,192 -
Exploration 639,351 639,351 -
Balance, December 31, 2008 26,950,325 26,950,325 -
Expenditures Acquisition 3,532 3,532 -
Exploration (198,980) (198,980) -
Balance, March 31, 2009 $ 26,754,877 $ 26,754,877 $ -

Note: The negative exploration expenditures during the quarter ended March 31, 2009 are due to the receipt of a $500,000
grant from the State of Minnesota during the quarter. To comply with Canadian GAAP, for accounting purposes, the grant
was treated as a refund of exploration expenditures on the Birch Lake project.
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FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

For the Quarters Ended March 31, 2009 and 2008
(U.S. Dollars)

(Unaudited, prepared by Management)

6. Mineral Property Interests (continued)

(a)

Birch Lake Property

On November 12, 2002, the Company entered into the Birch Lake Option Agreement (“BLOA”) to hold the option to
enter into an Earn-in and Joint Venture Agreement (“BLJV Agreement”) with Beaver Bay Joint Venture (“BBJV”), an
entity related by virtue of common shareholders and a common director. BBJV’s property is part of the Duluth Complex
in the state of Minnesota (Note 8(a)).

On October 27, 2003, the Company exercised its option to enter into the BLJV Agreement to acquire up to an 82%
interest in BBJV. Under the terms of the BLOA, the Company made a payment of $35,000 and issued 546,144 common
shares at a deemed price of $0.20 (Cdn. $0.30) per share. In 2006, certain amendments to the BLOA expanded the area of
interest to include the American Copper & Nickel Company Inc. (“ACNC”) lands (see Note 6(b)) and modified the terms
of the BLJV Agreement.

To acquire an undivided 60% legal and beneficial interest in the project, the Company must have:

(i) Incurred $10,000,000 in cumulative exploration expenditures as follows:
(b) Total of $2,000,000 no later than January 2, 2008 (completed); and

(c) Complete the total of $10,000,000 no later than January 2, 2010 (completed).

(if) Paid an aggregate of $6,000,000 in cash and stock payments as follows:
Dates Cash In Shares

October 27, 2003 (Effective Date) $ 150,000 * $ 125,000 *

December 17, 2004/March 1, 2006 50,000 * 125,000 *
On/before April 15, 2006 100,000 * - *
On/before June 30, 2006 50,000 * 125,000 *
On/before January 2, 2007 175,000 * 150,000 *
On/before January 2, 2008 225,000 * 225,000 *
On/before January 2, 2009 250,000 * 250,000 *
On/before January 2, 2010 3,000,000 * 1,000,000 *
Total $ 4000000 *$ 2000000 *
* Completed

The number of common shares to be issued was calculated using the weighted average trading price of the Company’s
common shares converted to U.S. dollars for the month immediately preceding the month in which the payment is made.
During 2008, the Company issued 892,798 common shares (2007 — 113,359) (Note 7(b) (ii)) in accordance with the
agreement.

To comply with the terms of the BLJV Agreement, the Company needed to contribute to the joint venture its 60% of
required expenditures plus an additional 20% of required expenditures. The additional 20% of required expenditures paid
will be recoverable by payment to the Company of 70% of the cash flow from commercial production until 100% of such
amounts, including interest, have been recovered by the Company.

During 2008, the Company fulfilled its obligations and reached it’s current 60% ownership by spending $10,000,000 in
exploration on the property, and by paying $3,250,000 in cash (for a total of $4,000,000) and $1,250,000 (for a total of
$2,000,000) in common shares to the BBJV in accordance with the terms of the BLOA. As a result, the Company vested
its 60% interest in the project, and on June 18, 2008, signed the BLJV Agreement, through its wholly-owned subsidiary,
Franconia Minerals Corporation (US) Inc.

10



FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

For the Quarters Ended March 31, 2009 and 2008
(U.S. Dollars)

(Unaudited, prepared by Management)

6. Mineral Property Interests (continued)

(a) Birch Lake Property (continued)

To acquire an undivided 70% legal and beneficial interest in the project, the Company must incur an additional
$10,000,000 in work expenditures by July 18, 2013. The Company will be said to have a 70% interest in the project with a
final payment of $1,000,000 being made to BBJV. The Company will need to contribute to the joint venture its 70% of
required expenditures plus an additional 15% of required expenditures. Again, the additional 15% of required
expenditures paid will be recoverable by payment to the Company of 70% of the cash flow from commercial production
until 100% of such amounts, including interest, have been recovered by the Company.

The BLJV Agreement replaces the BLOA and allows the Company to advance its ownership interest in the project to the
aforementioned 70% by spending an additional $10,000,000 on exploration and acquisition at Birch Lake, this amount
includes expenditures already incurred since spending the initial $10,000,000, on or before July 18, 2013 and making an
additional cash payment of $1,000,000 to BBJV within 90 days of spending the additional funds on exploration and
acquisition.

The Company may further earn up to an 82% interest in the project upon earning the 70% interest and notifying BBJV of
their intention and by funding BBJV’s portion of development costs of a mine to commercial production. The Company
will recover these costs from BBJV’s share of cash flow from commercial production.

(b)  American Copper & Nickel Company Inc. — Birch Lake

On December 22, 2003, Lehmann Exploration Management, a company controlled by a shareholder and officer, as
operator of BBJV, entered into a binding letter of intent to acquire from ACNC, two federal leases and ownership of
certain mineral rights. The federal leases are subject to a royalty to the U.S. government on production, and are also
subject in part to overriding royalties to certain private parties not to exceed 1%. All the mineral rights acquired from
ACNC are subject to payment to ACNC of a royalty of 7.5% of net distributable earnings from the subject rights.

(¢) Marlow Timberland LLC — Birch Lake

On April 18, 2008, the Company signed an agreement with Marlow Timberland LLC to acquire 228 acres of surface lands
in Lake County, Minnesota, for $570,000. This land now forms part of the Birch Lake Project.

Realization of Assets

The investment in and expenditures on mineral property interests comprise a significant portion of the Company’s assets.
Realization of the Company’s investment in these assets is dependent upon the establishment of legal ownership, the attainment
of successful production from the mineral property interests or from the proceeds of their disposal.

Resource exploration and development is highly speculative and involves inherent risks. While the rewards if an ore body is
discovered can be substantial, few properties that are explored are ultimately developed into producing mines. There can be no
assurance that current exploration programs will result in the discovery of economically viable quantities of ore.

The amounts shown for acquisition costs and deferred exploration expenditures represent costs incurred to date and do not
necessarily reflect present or future values. These costs will be depleted over the useful lives of the properties upon
commencement of commercial production or written off if the properties are abandoned or the claims allowed to lapse.

Title to Mineral Property Interests

Although the Company has taken steps to verify the title to 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 or transfers and title may be affected by undetected defects.
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FRANCONIA MINERALS CORPORATION
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

For the Quarters Ended March 31, 2009 and 2008
(U.S. Dollars)

(Unaudited, prepared by Management)

6. Mineral Property Interests (continued)
Environmental

The Company is subject to the laws and regulations relating to environmental matters in all jurisdictions in which it operates,
including provisions relating to property reclamation, discharge of hazardous material and other matters. The Company may also
be held liable should environmental problems be discovered that were caused by former owners and operators of its properties
and properties in which it has previously had an interest. The Company conducts its mineral exploration activities in compliance
with applicable environmental protection legislation. The Company is not aware of any existing environmental problems related
to any of its current or former properties that may result in material liability to the Company.

Environmental legislation is becoming increasingly stringent and costs and expenses of regulatory compliance are increasing.
The impact of new and future environmental legislation on the Company’s operations may cause additional expenses and
restrictions.

If the restrictions adversely affect the scope of exploration and development on the mineral property interests, the potential for
production on the property may be diminished or negated.

7. Share Capital
(@  Authorized

Unlimited number of common shares
Unlimited number of preferred shares issuable in series

(b)  Issued

(i) Private placements

(@aa) In April 2007, the Company completed a brokered private placement financing of $10,407,443
(Cdn $11,736,403) by issuing 7,335,252 units at $1.42 per unit (Cdn $1.60). Each unit consisted of one
common share and one-half of one common share purchase warrant. Each whole warrant entitles the holder
to purchase one additional common share at an exercise price of Cdn $1.92 at any time prior to the earlier of:

1. the date that is 15 trading days after receiving notice from the Company that the weighted average price
of the common shares on the TSX-V or the TSX has been equal to or greater than Cdn $2.40 for a
period of 15 consecutive trading days commencing on April 13, 2009; and

2. April 13, 2010.

The Company paid finders and other fees of $762,884 and issued 733,525 non-transferable broker’s
warrants valued at $775,979 (Note 7(f)). The broker’s warrants have an exercise price of Cdn $1.92 and
expire on April 13, 2009.

(bb) In April 2007, the Company completed a non-brokered private placement financing of $5,320,592
(Cdn $6,000,000) by issuing 3,750,000 units at $1.42 (Cdn $1.60) per unit. Each unit consisted of one
common share and one-half of one common share purchase warrant. Each whole warrant entitles the holder
to purchase one additional common share at an exercise price of Cdn $1.92 at any time prior to the earlier of:

1. the date that is 15 trading days after receiving notice from the Company that the weighted average price
of the common shares on the TSX-V or the TSX has been equal to or greater than Cdn $2.40 for a
period of 15 consecutive trading days commencing on April 30, 2009; and

2. April 30, 2010.

The Company paid finders and other fees of $322,589 and issued 268,750 broker’s warrants valued at
$370,245 (Note 7(f)). These warrants have an exercise price of Cdn $1.92 and expire on April 30, 2009.
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(Unaudited, prepared by Management)

7. Share Capital (continued)

(b) Issued (continued)

(ii) Property acquisition

In January 2008, the Company issued 161,792 shares to Beaver Bay Joint Venture (BBJV), an entity managed and
operated by a company controlled by a director and shareholder, at their trading price on the TSX of $1.45 (Cdn
$1.45) per share with a total fair value of $234,157, in accordance with the terms of the agreement on the Birch
Lake properties. The agreement also required the payment of $225,000 in cash to BBJV.

In May 2008, the Company issued 100,000 units to Teck Cominco American, Incorporated at their trading price on
the TSX of $1.80 (Cdn $1.80) per unit with a total fair value of $180,000, in accordance with the terms of the
agreement on the Red Knoll property. Each unit consisted of one common share and one-half of one common share
purchase warrant. Each whole warrant entitles the holder to purchase one additional common share at an exercise
price of Cdn $1.75 at any time until May 23, 2009. The Company included, in mineral property interests, a fair value
amount of $23,582 for the 50,000 warrants granted in the units using the Black-Scholes option pricing method with
the following assumptions: volatility of 61%; risk-free interest rate of 3.27%; dividend yield of Nil; and expected
life of one year.

In June 2008, the Company issued 731,006 shares to BBJV, an entity managed and operated by a company
controlled by a director and shareholder, at their trading price on the TSX of $1.28 (Cdn $1.31) per share with a
total fair value of $938,944. Further, the Company paid $3,250,000 in cash to the BBJV. These amounts fulfill the
Company’s contribution requirements in the BLOA (Note 6(a) (ii)).

(c) Warrants

The following summarizes information about warrants outstanding as at March 31, 2009:

Expiry Date Price (Cdn$) 2008 Issued Exercised Expired 2009
April 13, 2009 $ 1.92 733,525 - - - 733,525
April 13, 2010 $ 1.92 3,667,626 - - - 3,667,626
April 30, 2009 $ 1.92 268,750 - - - 268,750
April 30, 2010 $ 1.92 1,875,000 - - - 1,875,000
May 13, 2009 $ 1.75 50,000 - - 50,000
January 13, 2012 $ 0.75 - 2,500,000 - - 2,500,000

6,594,901 2,500,000 - - 9,094,901

Note- the following warrants expired subsequent to the period end:

Expiry Date Number
April 13, 2009 733,525
April 30, 2009 268,750
May 13, 2009 50,000
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7. Share Capital (continued)

(d) Options

The Company has a stock option plan (the “Plan”) available to employees, directors, officers and consultants with grants
under the Plan approved from time to time by the board of directors. Under the Plan, the Company is authorized to issue
options to purchase in aggregate up to 10% of the Company’s issued and outstanding common shares, up to a maximum of
5,762,977 shares. Each option can be exercised to acquire one common share of the Company. The term of the options and
vesting provisions are determined by the board of directors, subject to applicable stock exchange rules. The exercise
price for an option granted under the Plan shall not be less than the closing price of the Company’s common stock on the
stock exchange in which its shares are listed on the last trading day immediately preceding the date of the grant. The
options generally vest at the time of granting and have a term of five years.

The Company has granted stock options to directors, officers, employees and consultants of the Company as follows:

Weighted

Average

Number Exercise
of Options Price (Cdn$)
Outstanding, September 30, 2007 and December 31, 2007 4,416,500 1.28
Outstanding, September 30, 2008 4,236,500 1.30
Exercised (20,000) 42
Outstanding, March 31, 2009 4,216,500 1.31
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7. Share Capital (continued)

(d) Options (continued)

Additional information regarding options outstanding and exercisable as at March 31, 2009 and 2008 is as follows:

Options Outstanding and Exercisable, March 31, 2009

Weighted Average
) Remaining
EXEVCISE Shares Under Contractual Life (in
Expiry Date Price (Cdn$) Option years)
August 19, 2009 0.40 280,000 0.03
April 15, 2010 0.42 1,025,000 0.25
November 23, 2011 1.45 1,400,500 0.88
August 17, 2012 1.95 1,511,000 1.24
Options outstanding and exercisable 4,216,500 2.40
Options Outstanding, March 31, 2008
Weighted
Average

) Remaining
EXEFCISG Shares Under Contractual Life

Expiry Date Price (Cdn$) Option (in years)
August 19, 2009 0.40 350,000 0.12
April 15, 2010 0.42 1,090,000 0.50
November 23, 2011 1.45 1,465,500 1.21
August 17, 2012 1.95 1,511,000 1.53
Options outstanding 4,416,500 3.36
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8. Related Party Transactions

Except as disclosed elsewhere in these consolidated financial statements, the Company had the following related party
transactions:

@)

(b)

Transactions with a director and companies controlled by that director

The Company has entered into various agreements with a director and companies controlled by that director, regarding
the Birch Lake properties, and consulting and administration services. This director holds certain mining claims and
leases in respect of the Birch Lake properties in trust for the Company (Note 6(a)).

Transactions between the Company and the director and companies controlled by that director were as follows:

(i) Consulting fees charged during the quarter totalled $Nil (2008 - $5,740). For the six month periods ended March 31, 2009
and March 31, 2008 fees charged were $Nil and $14,654, respectively. These fees have been included in deferred
acquisition and exploration costs.

(if) Land costs reimbursed in respect of Birch Lake totalled $Nil (2008 - $231,360) , and $15,549 and $438,351 for the six
month periods ended March 31, 2009 and March 31, 2008, respectively.

(iii) Administrative costs reimbursed for the quarter totalled $Nil (2008 - $23,769). Administrative costs reimbursed totaled
$Nil for the six month period ended March 31, 2009, and $42,130 for the six-month period ended March 31, 2009.

Of the above amounts, a total of $Nil (2008 - $10,645) is included in accounts payable at March 31, 2009.
Other transactions

(i) Legal fees paid to a director's law firm totalled $17,607 during the three months ended March 31, 2009 (2008 -
$17,402). For the six month periods fees paid were $35,112 and $29,266, respectively. These fees are included in
general administration costs.

(if) Consulting fees paid to an officer totalled $16,950 during the quarter (2008 - $16,950). For the six months ended
March 31, 2009 and March 31, 2008 fees were $33,900 and $33,900, respectively.

(iii) Monetary contribution of $15,000 for the quarter to a non-profit mining industry association, which shares a common
director (2008 - $20,000). For the six months ending March 31, 2009 and 2008 respectively the amounts were
$35,000 and $40,000.

(iv) Consulting fees paid to the Company's president totalled $37,500 during the quarter (2008 - $37,500) and $75,000 for
the six months ended March 31, 2009 and 2008. These costs have been included in general administration.

These transactions are in the normal course of operations and have been recorded at the exchange amount, which is the
amount of consideration established and agreed to by the related parties.

9. Commitments

(@)

Consulting contracts

The Company has entered into one-year consulting contracts, automatically renewable annually, with four consultants who
are also shareholders or directors of the Company. Each of these agreements provide for a consulting fee of $450
per day and reimbursement of expenses. If these agreements were to be terminated by the Company without cause the
consultants would receive severance pay from the Company in amounts ranging from $50,000 to $100,000 to a
maximum of $350,000 in total. In addition, the Company would indemnify the consultants for any options held by them
that were not exercised within 30 days of termination by payment to the consultants of the amount equal to the
difference between the exercise price of the options and the average closing price of the common shares on the relevant
stock exchange or trading platform during the previous 30 days.
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9.

Commitments (continued)
(b) Other

In the ordinary course of business, the Company enters into contracts that contain indemnification provisions, such as loan
agreements, purchase contracts, service agreements, licensing agreements, asset purchase and sale agreements, operating
agreements, leasing agreements and asset use agreements. In such contracts, the Company may indemnify
counterparties to the contracts if certain events occur. These indemnification provisions vary on an
agreement-by-agreement basis. In some cases, there are no pre-determined amounts or limits included in the
indemnification provisions and the occurrence of contingent events that will trigger payment under them is difficult to
predict. Therefore, the maximum potential future amount that the Company could be required to pay cannot be estimated.

The following table represents contractual obligations for the Company at March 31, 2009:

Contractual Lessthan 1 After 5
Obligations Total year 1 -3 years 4 — 5 years years
Operating Leases $ 326,490 $ 13,350 $ 184,200 $ 128,940 $ -
Long Term Debt $ 2,829,036 $ - % 181,050 $ 1,010,462 $ 1,637,524

Total Contractual
Obligations $ 3,155,526 $ 13,350 $ 365,250 $ 1,139,402 $ 1,637,524

10

11.

. Subsequent Events

There were no material events subsequent to the period.

Capital Disclosures

Capital management

The Company manages its capital structure and makes adjustments to it, based on the funds available to the Company, in order
to support the acquisition, exploration and development of mineral property interests. 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 to
sustain future development of the business.

The mineral properties in which the Company currently has an interest are in the exploration stage; as such the Company is
dependent on external financing to fund its activities. In order to carry out the planned exploration and pay for administrative
costs, the Company will spend its existing working capital and raise additional amounts as needed. The Company will continue
to assess new mineral properties and seek to acquire an interest in additional mineral properties if it feels there is sufficient
geologic or economic potential and if it has adequate financial resources to do so.

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

There were no changes in the Company’s approach to capital management during the quarter ended March 31, 2009. Neither
the Company nor its subsidiary is subject to externally imposed capital requirements.
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12.Financial Risk Factors

The Company’s risk exposures and the impact on the Company’s financial instruments are summarized below:

(@)

(b)

(©)

Credit risk

The Company’s credit risk is primarily attributable to its holdings of cash and cash equivalents. The Company manages
credit risk, by placing its cash with major financial institutions in conservative cash-based liquid investments.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the balance sheet.
The Company monitors its exposure to credit risk on an ongoing basis. Concentration of credit risk exists with respect to
the Company’s cash and cash equivalents.

Money fund accounts are fully repayable on demand and have average effective yield rates of approximately 1%.

Liquidity risk

The Company’s approach to managing liquidity risk is to maintain sufficient cash and cash equivalents in order to meet
short-term business requirements.

Market risk

0]

(i)

Interest rate risk

The Company’s cash and cash equivalents primarily includes highly liquid investments that earn interest at
variable interest rates. Because of the short-term nature of these financial instruments, fluctuations in market rates
do not have a significant impact on estimated fair values as of March 31, 2009. Future cash flows from interest
income on cash and cash equivalents will be affected by interest rate fluctuations. The Company manages interest
rate risk by maintaining an investment policy for short-term investments. This policy focuses primarily on
preservation of capital and liquidity.

Foreign currency risk

The Company’s functional currency is the United States dollar. The Company is affected by currency transaction
risk and currency translation risk. Consequently, fluctuations of the United States dollar in relation to other
currencies impact the fair value of financial assets and liabilities and operating results.

Certain short-term financial liabilities are denominated in Canadian dollars. To reduce exposure to currency
transaction risk, the Company maintains cash and cash equivalents in this currency to meet short-term liquidity
requirements. Financial assets and liabilities subject to currency translation risk primarily include non-United
States dollar cash and accounts payable.

13. Contingent Liability — Pending Litigation

The Company is the subject of a lawsuit regarding the right of a former consultant to exercise stock options, which were
awarded under a number of stock option agreements. The Company has asserted that the consultant resigned his consultancy in
March 2007 and that his stock option rights then forfeited. The consultant has denied that he resigned and claims that he is
entitled to exercise his stock options. The Company's management, in consultation with legal counsel attending to the matter,
believes the action is completely without merit, and is vigorously defending against it.
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14. State of Minneosta Loan

On January 13, 2009, the Company received $2,000,000 in the form of a loan and a $500,000 grant from the State of Minnesota,
through its economic development entity, the Office of the Commissioner of Iron Range Resources and Rehabilitation (IRR).
The Loan and Grant Agreement, as amended, provides for the issuance of 1 warrant for each dollar advanced through the loan and
grant. Accordingly, during the period, the Company received $2,500,000 from the State and issued 2,500,000 common share
purchase warrants. Each warrant entitles the state to acquire one common share of the Company at an exercise price of Cdn
$0.75 until January 13, 2012.

Under the terms of the Loan Agreement, as amended, interest on the $2,000,000 loan shall accrue from the Disbursement Date
(January 13, 2009) at the Prime Rate, as published in the Wall Street Journal. The Prime Rate at January 13, 2009 as published
was 3.25%, and this rate was used to calculate interest accrued through March 31, 2009. Interest will continue to accrue at the
Prime Rate until the Amortization Date, defined by the Loan Agreement as the date of the Close of financing for commercial
mining operation at the Birch Lake site, or December 31, 2011, whichever comes first. Monthly payments of interest only, at
Prime plus 3%, will be required for a two-year period commencing on the Amortization Date. Regular monthly payments of
principal and interest will commence after the two-year period of interest payments and will be in an amount to fully amortize
the outstanding balance of the loan by December 31, 2016 (the Due Date). Monthly payments will be adjusted semi-annually
to reflect any change in the effective interest rate. The borrowings have been secured by one mineral lease held by the
Company, guarantees by the Company, its subsidiary Franconia Minerals Corporation (US) Inc. and Lehmann Exploration
Management, Inc., a promissory note, and a security agreement on intellectual property and data associated with the Birch Lake
Project.

The 2,500,000 warrants issued to the State of Minnesota were valued at $75,000 for financial statement purposes using an
estimate provided by the Black-Scholes Model. The input variables used in the model were as follows:

Warrants # 2,500,000

Issue Date: January 13, 2009
Expiry Date: January 13, 2012
Stock Price (Cdn): Cdn $0.16
Exercise Price (Cdn): Cdn $0.75

Term: 3.00 years
Volatility (3 yrs) 87.15%
Discount Rate — Bond Equivalent Yield: 1.28%

Exchange Rate Cdn $to US $ 1:0.84
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