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Management Discussion and Analysis

For the three-month period ending March 31, 2008

(in 000s of US Dollars except for per ounce numbers, unless otherwise stated)

INTRODUCTION

The following management’s discussion and analysis (*“MD&A’’) relates to the financial condition and
results of operations of Yukon-Nevada Gold Corp. (the “Company” or “Yukon-Nevada”) together with its
wholly owned subsidiaries as of May 9, 2008, and is intended to supplement and complement the
Company’s interim consolidated financial statements for the three month period ending March 31, 2008.
The MD&A is prepared to conform to National Instrument 51-102F1 and has been approved by the
Company’s Audit Committee and Board of Directors prior to release. Readers are encouraged to consult
the Company’s audited consolidated financial statements and corresponding notes to the financial
statements for the year ended December 31, 2007 for additional details, which are available on the
Company’s website www.yukon-nevadagold.com and on www.sedar.com. Readers are cautioned that the
MD&A contains forward-looking statements and that actual events may vary from management’s
expectations. The consolidated financial statements and MD&A are presented in United States dollars and
have been prepared in accordance with Canadian generally accepted accounting principles (‘‘Canadian
GAAP™).

The Company’s shares are listed on the TSX (trading symbol — “YNG”) and the Frankfurt Stock Exchange
(trading symbol — “NG6”) and at the date of writing the Company had 185,320,430 shares outstanding.

OVERALL PERFORMANCE

Yukon-Nevada Gold is engaged in gold mining and related activities, including exploration and acquisition
of gold-bearing properties, extraction, processing and reclamation. The Company’s gold production and
exploration activities are carried out in the United States and Canada. Gold is produced in the form of dore,
which is shipped to refineries for final processing. The profitability and operating cash flow of Yukon-
Nevada Gold is affected by various factors, including the amount of gold produced, the market price of
gold, operating costs, interest rates, regulatory and environmental compliance, the level of exploration and
capital expenditures, general and administrative costs, and other discretionary costs. Yukon-Nevada is also
exposed to fluctuations in foreign currency exchange rates and varying levels of taxation that can impact
profitability and cash flow. The Company seeks to manage the risks associated with its business operations;
however, many of the factors affecting these risks are beyond the Company’s control.

The largest single factor in determining profitability and cash flow from the Company’s operations is the
price of gold. The average market price of gold during the year 2007 was $680 per ounce, ranging in price
from a low of $US610 per troy ounce to a high of $US834 per troy ounce. The average market price of
gold during Q1 2008 was $925 per troy ounce, with a range from $847 to $1,011 per troy ounce. The
Company does not hedge its production of gold produced from its own ore but does sell gold forward to
protect its profits from the production of gold from ore purchased from third parties.

Yukon-Nevada Gold receives its revenues through the sale of gold in U.S. dollars. Yukon-Nevada has its
operations in the U.S. and Canada. Therefore, movements in the exchange rate between the currencies of
these countries have an impact on profitability.

Although the pressure of rising development and operating costs with respect to labor, energy and
consumables in general has eased slightly, containing industry-wide cost pressures continues to be a key
focus of the Company. Energy prices, both in the form of fuel and electricity, can have a significant impact
on operations since mining is an energy intensive activity. Increases in the prices of consumables, such as
steel, cyanide, concrete and tires, have also impacted earnings. Yukon-Nevada Gold continues to look for
opportunities to mitigate the impact of higher consumable prices by extending the life of capital assets and
improving on the efficient use of materials and supplies.


http://www.sedar.com/

There is a shortage of skilled labor in the industry at the present time, and the need to address this concern
is a constant for both our production and exploration activities. The corporate culture at Jerritt Canyon has
historically acted as a buffer against this shortage and we continue to promote activities and attitudes that
enhance this effect. The safety of our workforce continues to be an important focus of senior management,
operational management and the workforce as a whole. The Company initiated the formation of a *spousal
and partners” safety committee at its Jerritt Canyon operation during this quarter and expects this to
contribute to the overall safety of the work force at Jerritt canyon. Compliance with environmental
regulations and regulatory authorities is seen as key to the way the Company intends to carry out its
business.

Jerritt Canyon
During this quarter the following important developments occurred at the Jerritt Canyon mine site:

e The mill was shut down for an extended safety, care and maintenance cycle to deal with the effects
of a lack of focus in these areas over the last five or more years.

e The mines underwent a sustained program of safety, care and maintenance for similar reasons.

e Key operational management personnel were replaced in both the mine and mill and a new
operational structure initiated.

e Key safety, environmental and operational personnel were empowered.

A new safety committee, the spousal and partners safety committee, was initiated.

Planning for increased drying capacity is ongoing.

Planning for increased dry grinding capacity is ongoing.

Weather protection of the ore storage areas is being completed.

It is intended to combine the drying and dry grinding circuits and to this end a double rotator grinding mill
is presently being sourced. The acquisition and installation of such a circuit will reduce propane
consumption and allow for a more efficient use of labor in these areas.

The effects of the near mine exploration and increased underground development are not expected to have
a significant impact on the bottom line for at least another twelve months.

The Company has plans to increase production of gold from its own mines by increasing the grade and
tonnages of its own mined ore. The recent success of its near mine exploration has put renewed emphasis
on the necessity and advantage of focusing the majority of our exploration expenditures in these areas.

The Company took delivery of new underground production equipment during Q1 2008, with additional
equipment delivered early in Q2 2008.

The production of ore from Starvation Canyon is being advanced so that we will start receiving ore from
this source in 2009 instead of 2010.



Operating Highlights

Q1 2008
Gold - produced from mined ore (troy ounces) 8,055
Gold — produced from purchased ore (troy ounces) 6,236
Gold — sold from mined ore (troy ounces) 14,890
Gold — sold from purchased ore (troy ounces) 10,700
Gold — produced - total (troy ounces) 14,291
Gold — sold - total (troy ounces) 25,590
Gold sales $ 21,789
Cost of gold sold $ 22408
Mine and mill shutdown costs $ 4,360
Depreciation, depletion & amortization $ 3,361
Accretion $ 532
Earnings (loss) from mine operations $ (8,872)
Cash provided by (used in) by operations before change in non-cash working capital $ (5475
Average executed gold price per ounce - produced from mined ore (a) $ 906
Cash cost per ounce produced (b) $ 881

(a) Executed price per ounce differs slightly from what was realized in the financial statements. As it usually takes
approximately 20 days from the date of shipment of gold from Jerritt Canyon until it has been refined to a marketable
level of purity by the external refinery, the average price agreed upon for shipments in a time period is referred to as
“executed gold price”. This facilitates a comparison of price the Company was able to sell gold to the average price
during a given timeframe.

(b) Cash cost per ounce from mined ore is a non-GAAP financial measure. The Company calculates cash cost as the
total cost of producing an ounce of gold in the period, which differs from cost of sales which matches the cost of gold
sold to the gold sales in the period. Cash cost per ounce does not include the cost attributable to third party ore
purchases or depletion, depreciation and amortization. See “Non-GAAP financial measures” section of this MD&A for
a reconciliation of cash cost per ounce to cost of sales.

Ketza River
Drilling at Ketza River project in Q1 2008 focused on geotechnical work for the design of the walls in the

four proposed open pits. Numerous encouraging exploration targets remain untested throughout the project
area, including several which would represent step outs or extensions from currently identified resources.

Silver Valley

No work was carried out on the Silver Valley property in the first quarter of 2008.



Yukon-Shaanxi

The formation of the joint venture company Yukon-Shaanxi was advanced by the completion of banking
documents and the receipt of funds from NWME ($C1.5M) and Yukon-Nevada Gold Corp. ($C1.5M). An
option agreement to acquire 298 claims, in the Mount Nansen area of the Yukon, was signed and an
exploration program for this summer for this property has been agreed upon.

Yukon-Shaanxi is not reflected in the Company’s accounts as of March 31, 2008 as Yukon-Nevada Gold
had yet to advance the aforementioned $C 1.5M to the joint venture. The funds were advanced early in Q2
2008 and Yukon-Shaanxi will be reflected in the Company’s accounts by proportionately consolidating the
accounts of this joint-venture.

SUMMARY OF QUARTERLY RESULTS

Q12008 Q4 007 Q32007 Q2 2007 Q12007 Q4 2006 Q32006 Q2 2006
Gold Sales $ 21,7891 $ 38,224 1% 26,236 NA NA NA NA NA
Cost of gold sold 22,408 28,535 18,757 NA NA NA NA NA
Gross margin - gold sales (619) 9,689 7,479 NA NA NA NA NA
Earnings (loss) from mine operations (8,872) 7,304 3,248 (926) NA NA NA NA
Net earnings (loss) (8,884) 2,404 547 (2,490) (2,360) (404) (224) (203)
Earnings (loss) per share - basic $ (0.05)] $ 001]$% 0.00 | $ (0.03)] $ (0.04)] $ (0.01)] $ (0.00)| $ (0.00)
Weighted average # of shares outstanding 175,205,957 | 174,845,767 | 169,622,435 | 78,893,333 | 60,590,466 | 58,857,710 | 56,710,213 | 50,874,682
Cash and cash equivalents 17,620 41,104 48,759 67,122 8,120 4,342 5,365 5,356
Total assets $ 280500 % 296,167 )% 268279 |$ 268198 |$ 36,029|% 31912|$ 28805|% 28,175

RESULTS OF OPERATIONS

During Q1 2008, the Company shut-down mining and processing operations in Jerritt Canyon to address
infrastructure and safety concerns both in the mill and in the Smith and SSX underground mines. The
cessation of operations began on February 22, 2008 and was completed toward the end of April 2008 for
the mill and the SSX underground mine. The Smith mine resumed commercial mining operations in early
May 2008.

The shutdown of mining and milling operations on February 22 resulted in no production of gold from this
date to the end of Q1 2008. The Company shipped its first gold production subsequent to the shutdown on
May 9, 2008. Consequently, all expense items in the Statement of Operations are classified as “mine
shutdown costs” from February 22 to March 31, 2008, as opposed to “cost of gold sold” (where these costs
are captured in the Statement of Operations prior to the shutdown).

As the Company was not operating a producing goldmine in Q1 2007, certain comparisons between Q1
2008 and Q1 2007 are not valid. The Company began operating a producing goldmine on June 20, 2007
(the date the Company acquired Queenstake and its Jerritt Canyon mine).

Gold sales:

The Company realized gold sales of $21,789 during Q1 2008 on sales of 25,590 ounces of gold. Jerritt
Canyon ore yielded 14,890 ounces while third party ore yielded 10,700 ounces. The average price realized
during Q1 2008 on gold produced from Jerritt Canyon ore was $880 per ounce, while the average price
realized during Q1 2008 on gold produced from third party ore was $811 per ounce.

Gross margin — mining operations:

The Company had a negative gross margin on gold sales of $619 in Q1 2008. The cash cost per ounce in
Q1 2008 was $881 per ounce. The cash cost per ounce calculation includes the cash cost of producing gold
during the period from January 1, 2008 to February 22, 2008. The Company produced 8,055 ounces of gold
from Jerritt Canyon ore during Q1 2008.




Temporary shutdown costs:

The Company incurred certain expenditures during the mine and mill shutdown period that will benefit the
operations beyond the upcoming year and these costs have been capitalized (see “Investing activities”
section at the end of this section). Expenditures that do not have a future economic benefit to the Company
beyond the upcoming year have been included in the Statement of Operations as “temporary shutdown
costs” in the amount of $4,360.

Management believes the mine and mill shutdown of this duration is likely a one-time event that will not be
recurring in future years, as the operations were shut down for almost three months. Management plans on
shutting down the mill during future years for approximately two weeks per annum to perform annual
maintenance on the milling facility.

Depreciation, depletion and amortization:

The Company had $3,361 in depreciation, depletion and amortization in Q1 2008.
Depletion for Q1 2008 is significantly less than Q3 2007 and Q4 2007 (the first two full quarters that Jerritt
Canyon mining operations were included in the financial statement of the Company) as depletion is driven
by the number of ounces mined during the quarter from Jerritt Canyon underground mines and there were
only 12,801 ounces mined during Q1 2008 as a result of the shutdown. This compares with 31,939 ounces
mined in Q3 2007 and 25,892 ounces mined in Q4 2007.

Depreciation expense was not impacted by the shutdown of the mines and mill during Q1 2008 as this
expense is not driven by production, but by the passage of time.

General and administrative expenses:

The Company incurred $1,088 in general and administrative expenses during Q1 2008 compared with $449
in Q1 2007. The operations of the Company are much more complex in Q1 2008 than they were in Q1
2007 (Queenstake was not acquired until late Q2 2007). Increased costs associated with administering a
business in two countries, the addition of numerous employees, an increase in financial and taxation
compliance and an increase in legal and corporate governance costs have all been major factors in the
increased general and administrative expense of the Company.

Investment and Other Income:

The Company earned $948 of interest income in Q1 2008 compared to $131 in Q1 2007. This is driven by
two factors — (1) the Company had a much larger average treasury balance in Q1 2008 than in Q1 2007 and
(2) the Company earned interest on the commutation account (restricted funds) in Q1 2008 and had no such
fund in Q1 2007 as this was acquired in the Queenstake combination.

Income taxes:

During Q1 2008 the Company recognized a future income tax recovery of $4.3M (Q1 2007 — Nil), an
effective rate of 32.7% on losses before income tax. This is due to the recognition of future income tax
assets arising from an increase in tax losses available to offset future income as well as differences in the
timing of the deductibility of forward contract losses within the Company’s US subsidiary.

Financing activities:

The Company did not have any significant financing activities during Q1 2008. The only financing activity
involving share capital of the Company was the exercise of 100,000 stock options which injected $82 into
the Company’s cash balance.

Investing activities:

The shutdown of mining and milling operations at the Jerritt Canyon mine in Q1 2008 enabled
management to address numerous infrastructure issues, in addition to expenditures of a capital nature that
would normally be incurred on a quarterly basis. Approximately $16.5M of capital spending occurred
during Q1 2008, of which approximately $12.1M related to the Jerritt Canyon mine and approximately
$4.4M related to the Ketza River project. During Q1 2007, the Company incurred capital expenditures on
the Ketza River project of approximately $2.3M (see following exhibit):




Yukon-Nevada Gold Corp. — comparative summary of first quarter capital expenditures:
Q12008 Q1 2007

Mine capital expenditures - Jerritt Canyon mine 4,249 NA
Mill and equipment capital expenditures - Jerritt Canyon mine 5,835 NA
Exploration expenditures - Jerritt Canyon mine 2,042 NA
Exploration expenditures - Ketza River project 4,346 2,277
16,472 2,277

LIQUIDITY AND CAPITAL RESOURCES
Liquidity:

During Q1 2008, the Company had a decrease in cash and cash equivalents of approximately $23.5M, as a
result of the following activities:

Operations:
The Company recorded a net loss of $8,884 in Q1 2008 which, adjusted for non-cash items, resulted in cash

outflows of $5,475.

The Company had a working capital balance of $31,488 including cash of $17,620 and accounts receivable
and prepaid expenses of $14,014. Included in the accounts receivable balance is approximately $8.4M that
was paid by the Company in Q1 2008 comprised of (a) approximately $5.1M of funds temporarily pledged
with the state governmental agency in Nevada and (b) $3.3M of deposits relating to forward gold sales.
Management anticipates that this $8.4M will be returned to the Company in the second quarter of 2008.

The aforementioned events are the primary reasons that $4,914 was used in non-cash working capital from
December 31, 2007 to March 31, 2008. The loss from operations, after adjustments for non-cash items,
combined with the change in non-cash working capital, resulted in cash outflows from operating activities
of $10,389.

The mill and mine shutdown for the last half of Q1 2008 had an adverse impact on cash flow from
operations. As the commercial gold mining and milling operations were shut down approximately a month
into the second quarter of 2008, management anticipates that the second quarter will not yield positive cash
from operations. However, the work done during the prolonged shut-down should enable management to
operate more efficiently into the second half of 2008 and into the future and generate positive cash flow.

Investing:
The Company increased expenditures during Q1 2008 on investing activities, as a result of the mine and

mill shutdown, than was envisioned by management at the inception of the quarter. The shutdown, while
having an adverse impact on cash flow, enabled the Company to address aspects of the mining and milling
operations in need of capital investment. Capital spending on the mines, mill and equipment during Q1
2008 at Jerritt Canyon totaled $10,084.

Exploration expenditures at Jerritt Canyon during Q1 2008 totaled $2,042. The majority of this spending
was on activity near existing ore-bodies that are currently being mined, though will not be mineable within
ayear.

Exploration expenditures at the Ketza River project during Q1 2008 totaled $4,346. These expenditures
were funded by “cash restricted for future exploration” and therefore, had no impact on unrestricted cash.

In total, the Company invested $13,004, adjusted for restricted cash utilization, on capital at the Jerritt
Canyon mine and the Ketza River project in Q1 2008.



Financing:

The Company did not receive or spend significant amounts of cash as a result of financing activities during
Q1 2008. The Company made capital lease payments totaling $243 and received $82 upon the exercise of
stock options.

Capital resources:

The Company had a cash balance of $17,620 as of March 31, 2008 which contributed to a working capital
balance of $31,488. Management invests excess cash, both Canadian and US dollars, in “banker’s
acceptances” and “bearer deposit” notes issued by major Canadian chartered banks.

Shortly after the hiring of the new Vice-President of Mining (Mr. David Drips) in February 2008,
management worked on an updated strategic plan for the next 10 years at the Jerritt Canyon mine, with
particular focus on the timeframe ending December 31, 2009. Management is planning to increase the tons
of ore, and consequently the number of ounces, produced from the Jerritt Canyon property while decreasing
the number of ounces produced from ore purchased from third parties. These plans will involve a certain
level of capital spending at the Jerritt Canyon mine over the next couple of years. Management is currently
investigating financing alternatives to ensure the cash is in place to facilitate the production expansion
plans.

The Company had $1,187 in “cash restricted for future exploration” (part of “Restricted funds” on the
balance sheet) as of March 31, 2008. This represents the unspent portion of the flow-through financing in
October 2007 that raised C$10M for exploration on the Ketza River project and other exploration activity
in Canada. The Company raised an additional C$20.1M in early May 2008 via the issuance of 10,050,000
flow-through shares at a price of C$2.00 per share. These restricted funds must be spent by the Company,
in accordance with the flow-through share agreement by the end of 2009.

A pre-feasibility study is being conducted on the Ketza River project that is scheduled for completion on
June 30, 2008. The results of this study will assist management in determining the course of action for the
Ketza River project. Management anticipates that the Ketza River project, combined with other exploration
projects in Canada, will utilize the entire $C20.1M by the end of 2009.

OUTLOOK
Jerritt Canyon

Management anticipates that the Jerritt Canyon mine will produce gold from its own ore at an annualized
rate of 120,000 ounces per year. The mine shutdown from mid Q1 2008 to early Q2 2008 will result in the
production of approximately 75,000 to 85,000 ounces of gold in 2008 from Jerritt Canyon ore.
Management is projecting annual production from Jerritt Canyon ore to be in excess of 140,000 ounces in
2009. Management anticipates ramping up production to approximately 200,000 ounces per annum for
several years beyond 2009 from Jerritt Canyon ore, based on existing reserves and resources at the Jerritt
Canyon mine.

The production of gold from ore purchased from third parties will continue at a rate of 100,000 ounces per
year, for the remainder of 2008, while recognizing that this amount is heavily dependent on the grade of the
ore delivered for purchase.

Unfavorable weather conditions will cease to have a significant impact on production through the drying
circuit as we take steps to minimize their possible impact. This impact will still be felt through the first two
quarters of the year. Management will continue with the planning of the implementation of the expansion
of both the drying and dry grinding circuits.



Significant changes in operational management and the internal promotion of one of our mining engineers
to focus on the feasibility study required for the start up of Starvation Canyon are seen as key moves on the
path towards production expansion at Jerritt Canyon.

The Company is budgeting to spend approximately $1M per month on exploration in Jerritt Canyon during
the remainder of 2008.

Ketza River

We will continue with the various studies required for the permitting of this project. The internal promotion
of one of our mining engineers to focus on the feasibility studies required for the start up of Starvation
Canyon and the Ketza River project is seen as a key move on the path towards restarting production at the
Ketza River mine site. The internal promotion of one of our more experienced employees to become
Manager of Employee Training will ensure that we have the qualified employees for this production
operation when they are required.

Drilling for metallurgical samples in the areas of the four planned open pits has taken place in the first part
of 2008 and geotechnical drilling of the areas for pit wall design is presently being carried out.

Further drilling for expansion and delineation of the proposed open pits will continue through the year, with
expenditures of approximately $1.4M per month until the completion of the pre-feasibility work scheduled
for mid-2008.
Silver Valley

Geophysical work during 2007 produced very promising results that will enable us to look forward to a
very successful exploration season starting in the second quarter of 2008.

Financing

Management is currently assessing financing options to fund the Jerritt Canyon production expansion
plans. The magnitude of this financing will be determined by the Board of Directors, with debt being the
preferred option.

Acquisitions

The corporate strategic plan calls for growth by acquisition of late stage development or operating
properties. Several properties and corporations are always being reviewed as part of this process.

Gold prices
(all information relating to gold prices is based on the London pm fix)

The average price of gold in the past 8 quarters is as follows ($US per troy ounce):

Q22006 [ $628
Q32006 [ $622
Q4 2006 [ $614
Q12007 [ $650
Q22007 [ $667
Q32007 [ $680
Q42007 [ $786
Q12008 [ $925




During Q1 2008, the price of gold (per the London pm fix) ranged from a low of $846.75 to a high of
$1,011.25. The price of gold closed up 12% at the end of Q1 2008 from the end of Q4 2007. Management
is encouraged by the upward trend in the price of gold.

OFF-BALANCE SHEET ARRANGEMENTS

The Company has no off-balance sheet arrangements as of March 31, 2008.

NON-GAAP FINANCIAL MEASURES

Cash cost per ounce is a measure management uses to monitor the cost of producing an ounce of gold
extracted from the Company’s property in Jerritt Canyon. This does not include the impact on costs of ore
purchased from third parties, nor does it include inventory adjustments required to match cost of sales to
sales.

The following is a reconciliation of cash cost per ounce produced from mined ore to “Cost of gold sold” in
the Statement of Operations for Q1 2008:

Cash cost per ounce of gold produced — Q1 2008
Yukon-Nevada Gold Corp. — Jerritt Canyon Mine

Cost of gold sold — per interim Statement of Operations 22,408
Less:

Third party ore processing costs included in Cost of gold sold (14,018)
Production royalties (153)
Refining costs (16)
Gold inventory cash cost changes required to adjust from cost of sales to cost of production (1,128)
Total cash cost of gold produced in Q1 2008 7,093
Gold produced from Jerritt Canyon ore (troy ounces) — Q1 2008 8,055
Cash cost per troy ounce of gold produced — Jerritt Canyon - Q108 $ 881

RELATED PARTY TRANSACTIONS

The Company paid a total of $nil in Q1 2008 (2007 - $69) for management services to a company owned
by the President of the Company. Effective June 1, 2007, the President’s compensation has been included
in the “general and administration” category on the statement of operations.

The Company paid a total of $38 in 2007 (2006 — $52) for legal fees to a law firm in which the Corporate
Secretary of the Company is a partner in the firm.

CRITICAL ACCOUNTING ESTIMATES

The Company prepares its financial statements in accordance with Canadian GAAP. Certain estimates and
assumptions must be made by management that affects the reported amounts of assets, liabilities and
shareholders’ equity for the period. Critical accounting estimates include estimates that are uncertain and
changes in such estimates could materially impact the Company’s financial statements. Management
reviews its estimates and assumptions on an ongoing basis based on the most current information available.
The following estimates are critical:



Depletion of mineral properties

Depletion of producing mineral properties is impacted by the estimation of proven and probable reserves,
in accordance with National Instrument 43-101. There are many uncertainties associated with having a
reserve estimate completed. The proven and probable reserve estimate is completed once a year, near the
calendar year-end, on the Jerritt Canyon property and this estimate is the basis of depletion for the
upcoming year. Consequently, the depletion calculation for each period is directly affected by the reserve
estimate at year-end.

Capitalization of long-term mine development costs

The Company capitalizes mining and drilling expenditures that are deemed to have economic value beyond
a one-year period. The magnitude of this capitalization involves a certain amount of judgment and
estimation by the mine engineers. The magnitude of this capitalization makes this a critical accounting
estimate.

Impairment testing of long-lived assets

The Company reviews its mineral properties and property, plant & equipment (for each reporting unit) at
least once a year to determine whether the recorded value of the asset in the accounts will be recoverable in
the future. This process involves comparing the fair value of the assets in a reporting unit to the carrying
value in the accounts. In the event the carrying value of the assets in the accounts exceeds the fair value, the
excess amount is charged to operations in the period when this determination has been made.

A National Instrument 43-101 compliant estimate of proven and probable reserves and measured, indicated
& inferred resources for each mineral property is a critical estimate in evaluating long-lived assets for
impairment. In addition, estimates such as the price of gold and certain capital and operating cost estimates
are critical estimates in the evaluation of potential impairment of long-lived assets.

Purchase price allocations on business combination

The purchase price allocation of the Queenstake assets and liabilities acquired in the business combination
has been substantially completed as of March 31, 2008. The Company engaged independent professionals
to assist in the valuation of (a) the mineral property (b) the processing plant and equipment (c) income tax
assets and liabilities and (d) the asset retirement obligation. The income tax asset and liability valuation has
yet to be completed as the Company has engaged external taxation professionals to conduct a FIN-48
review of the Company’s US tax position.

Management has used the information provided by the independent professionals to determine the “fair
value” of the aforementioned assets and liabilities. All valuation work has a certain amount of assumptions
in determining fair value. Management has reviewed major assumptions to ensure they are supportable in
the context of today’s operating environment.

Asset retirement obligation

Reclamation costs are estimated at their fair value based on the estimated timing of reclamation activities
and management’s interpretation of the current regulatory requirements in the jurisdiction in which the
Company operates. Changes in regulatory requirements and new information may result in revisions to
these estimates. The estimated asset retirement obligations on both the Jerritt Canyon property and the
Ketza River property are fully funded at this date.
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Income taxes

The Company uses the asset and liability method of accounting for income taxes. Under this method,
incomes taxes are recognized for the estimated income taxes payable for the current year. Future income
tax assets and liabilities are recognized based on temporary differences between accounting and tax bases
of assets and liabilities as well as the benefit of losses available to be carried forward to future years for tax
purposes. Future income tax assets and liabilities are measured using enacted or substantively enacted tax
rates and laws that will be in effect when differences are expected to reverse. Future income tax assets are
evaluated and if future realization is not considered more likely than not a valuation allowance is provided.

Stock-based compensation

The fair value of stock options granted, using the Black-Scholes option pricing model, is used to measure
stock-based compensation expense. The Black-Scholes option pricing model requires the usage of certain
estimates, which includes the estimated outstanding life of stock options granted. Management currently
uses the entire life of the stock option granted as the estimated outstanding life and will continue using this
until enough history relating to prior grants has been established to modify this assumption.

IMPACT OF ADOPTION OF NEW ACCOUNTING POLICIES
Capital disclosures

On January 1, 2008 the Company adopted the recommendations of The Canadian Institute of Chartered
Accountants (CICA) Handbook) Handbook Section 1535, Capital Disclosures (section 1535). The new
standard requires an entity to disclose information to enable users of its financial statements to evaluate the
entity’s objectives, policies, and processes for managing capital. As the standard under section 1535 are for
disclosure purposes only, the adoption did not have an impact Company’s operating results.

Financial instruments

On January 1, 2008 the Company adopted the recommendations of CICA Handbook Section 3862,
Financial Instruments - Disclosures (section 3862) and CICA Handbook Section 3863 — Financial
Instruments — Presentation (section 3863). Section 3862 provides standards for disclosures about financial
instruments, including disclosures about fair value and the credit, liquidity and market risks associated with
the financial instruments. Disclosure requirements pertaining to this section are in note 15. Section 3863
provides standards for presentation of financial instruments and non-financial derivatives. The adoption of
these standards did not have an impact on the Company’s operating results.

Inventories

On January 1, 2008 the Company adopted the recommendations of CICA Handbook Section 3031,
Inventories. This section provides additional guidance on the determination of cost and its subsequent
recognition as an expense, including any write-down to net realizable value, and disclosures made within
the financial statements. This section also provides guidance on the reversal of write-downs previously
taken and introduces the requirement for the allocation of overhead cost based on normal capacity. Due to
the mill closure during the quarter, the Company experience below normal production levels and $7.4
million of operating costs that would have previously been capitalized to inventory were expensed under
this standard.
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RECENT ACCOUNTING PRONOUNCEMENTS
Recent accounting pronouncements issued which may impact us in the future are as follows:
International Financial Reporting Standards

In January 2006, CICA Accounting Standards Board (“AcSB”) adopted a strategic plan for the direction of
accounting standards in Canada. As part of that plan, accounting standards in Canada for public companies
are expected to converge with International Financial Reporting Standards (“IFRS”) by the end of 2011.
We continue to monitor and assess the impact of convergence of Canadian GAAP and IFRS.

Goodwill and Intangible Assets

In February 2008, the CICA issued accounting standard Section 3064 Goodwill, and intangible assets,
replacing accounting standard Section 3062 Goodwill and other intangible assets and accounting standard
Section 3450, Research and development costs. Various changes have been made to other sections of the
CICA Handbook for consistency purposes. The new Section will be applicable to financial statements
relating to fiscal years beginning on or after October 1, 2008. Accordingly, the Company will adopt the
new standards for its fiscal year beginning January 1, 2009. Section 3064 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. The Company has not yet determined the effect these new
standards will have on its financial position and results of operations.

FINANCIAL INSTRUMENTS

The Company’s financial instruments consist of cash and cash equivalents, marketable securities, accounts
receivable, inventory, accounts payable, accrued liabilities, payable on third-party purchased ore, forward
sales contracts, and other long term liabilities. The carrying amounts of financial instruments, except for as
noted below, approximate their fair values.

The Company engages in the forward sale of gold produced from ore purchased from third parties. This
practice ensures the Company achieves an acceptable profit margin on this activity and to protect against a
decline in the price of gold. Under CICA Section 3855 these forward contracts qualify as derivative
financial instruments and should be recorded at fair value on the balance sheet, with changes in fair value
recorded in the statement of operations. As of March 31, 2008 the Company had entered into forward gold
sales contracts to deliver 41,600 ounces of gold at a weighted average price of $838 per ounce with a mark-
to-market loss of $2,956. The fair value is based on forward contracts with similar maturity dates as at
March 31, 2008.

RISK ASSESSMENT

There are numerous risks involved with gold mining and exploration companies and the Company is
subject to these risks. The Company’s major risks (in no particular order) and the strategy for managing
these risks are as follows:

Gold price volatility:

The price of gold has been historically volatile and this volatility will likely continue both near-term and
long-term. Management’s strategy in dealing with this volatility is to expose gold produced by Jerritt
Canyon to this volatility (i.e. sell gold at market rates as produced), thus participating in upward
movements in price of gold, while being exposed to downward movements in the price of gold. Third party
ore purchases are based on market price of gold at date the Company takes possession of the ore.
Management sells gold that is projected to be produced from this ore in an effort to insulate the Company
from downward pressure in the price of gold, subsequent to the date of purchase.
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Potentially fallibility of gold reserve and resources estimates:

Resource estimates involve a certain level of interpretation and professional judgment. The Company has
opted to utilize the services of SRK Consulting in its 43-101 work for both the Jerritt Canyon mine and the
Ketza River project as of December 31, 2007. This ensures a consistent methodology is utilized from
property to property. SRK Consulting has done reserve and resource estimate work for numerous years
prior to 2007 on the Jerritt Canyon mine and is quite familiar with the property.

Environmental risk:

Environmental factors must be taken into account at all stages of project development and during mining
operations. The Company understands that it is critical to long-term success to operate in an
environmentally conscious manner. Management is currently in the process of working with the Nevada
Department of Environmental Protection to develop a plan to ensure long-term compliance of the Jerritt
Canyon mine. The Environmental Manager at Jerritt Canyon has been empowered to shut-down any facet
of the Jerritt Canyon operation if there is any environmental concern to be addressed.

Safety risk:
The mining business can present some significant safety risks during all phases of project/mine life. The

Company has taken steps to mitigate these risks, of which the most significant has been the hiring of David
Drips, the Company’s new VP Mining, effective February 4, 2008. Mr. Drips has overseen numerous
underground mining operations in the past 15 years in countries with significantly worse mine safety
records than the USA and Canada. One of his first orders of business was to take a safety based approach to
all aspects of the Jerritt Canyon operation and empowering the Safety Manager at Jerritt Canyon to suspend
any facet of the Jerritt Canyon operation if there are safety concerns.

Political risk:

The mining business is subject to political risk, which varies considerably from country to country and, on
a lesser scale, from jurisdiction to jurisdiction within a given country. Management has mitigated this risk
by limiting its operations to North America. While no jurisdiction is perfect, North America is very
politically stable.

Human resource constraints:

The mining business has seen a boom in activity in the past few years due to large commodity price
increases for virtually all commodities. This has resulted in a shortage of qualified mining personnel,
exploration personnel and contractors for certain mining and exploration services. The Company has
mitigated this risk by adopting an attitude of team-building in an effort to make the Company an attractive
place to work.

Ability to raise capital:

The availability of capital is dependent on both macroeconomic factors and the Company’s track record in
utilizing capital. Management attempts to use capital resources as efficiently as possible, while being aware
of the need to invest money in the location of future gold-bearing ore bodies.

Exploration for future gold resources and reserves:

Exploration can be a very capital intensive undertaking for the Company. Management understands this
risk and attempts to spend as efficiently as possible. The Company determines an appropriate level of
exploration expenditures during the budgeting process and the results of these programs are assessed to
determine future level of exploration activity.
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OUTSTANDING SHARE DATA

The following is the outstanding share information for Yukon-Nevada Gold as of May 9, 2008:

Common shares issued and outstanding 185,320,430

Weighted average Weighted average
Outstanding equity instruments # Outstanding Exercise price  Years to expiration
Shareholder warrants 25,027,132 $ 3.24 3.73
Agents' options 1,798,725 $ 2.10 1.12
Stock options 9,903,000 $ 1.84 3.36
Fully diluted common shares 222,049,287

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROLS OVER
FINANCIAL REPORTING

The Company maintains a system of disclosure controls and procedures designed to ensure the reliability,
completeness and timeliness of the information disclosed in this MD&A and other public disclosure
documents. Disclosure controls and procedures are designed to ensure that information required to be
disclosed by the Company in reports filed with securities regulatory agencies is recorded, processed,
summarized and reported on a timely basis, as required by law, and is accumulated and communicated to
the Company’s management, including the Chief Executive Officer and Chief Financial Officer, as
appropriate, to allow timely decisions regarding required disclosure.

Management is responsible for establishing internal controls over financial reporting for the Company.
Management has designed and implemented internal controls over financial reporting (ICFR), subject to
limitations below that provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with GAAP.

Management has identified, in the past, an internal control weakness caused by a lack of segregation of
duties regarding the production, authorization and recording of journal entries to the accounts of the
Company. This weakness is not uncommon, given the size of the Company. Management does not believe
that there is a reasonable possibility of a material error in the Company’s financial statements as a result of
the aforementioned ICFR weakness. This weakness was identified as of December 31, 2006 and has been
mitigated during 2007 and the first quarter of 2008 by adding additional finance staff at the Company’s
corporate head office.

With respect to the acquisition of Queenstake, management has documented the financial processes in
place but has yet to test them and assess their effectiveness.

Management has determined that there have been no changes in ICFR that have materially affected, or are
reasonably likely to materially affect, the reliability of financial reporting and the preparation of financial
statements, subsequent to the completion of the interim period ending March 31, 2008.

ADDITIONAL INFORMATION
Additional information may be examined or obtained through the internet by accessing the Company’s

website at www.yukon-nevadagold.com or by accessing the Canadian System for Electronic Data Analysis
and Retrieval (SEDAR) website at www.sedar.com.
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FORWARD LOOKING STATEMENTS

Statements in this MD&A that are forward-looking are subject to various risks and uncertainties concerning
specific factors. Such forward-looking information represents management’s best judgment based on
information currently available. No forward-looking statement can be guaranteed and actual figures may
vary materially. The Company does not assume the obligation to update any forward looking statement.
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Consolidated Financial Statements
(Expressed in United States dollars)

YUKON-NEVADA GOLD CORP.

For the three months ended March 31, 2008 and 2007
(Unaudited)

The prior period unaudited comparative information for March
31, 2007 has not been reviewed by an independent
accountant.



MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying interim unaudited consolidated financial statements of Yukon-Nevada Gold Corp.
(the Company) have been prepared by management in accordance with generally accepted
accounting principles (GAAP) in Canada, and within the framework of the summary of significant
accounting policies disclosed in the notes to these consolidated financial statements.

Management is responsible for establishing internal controls over financial reporting for the Company.
Management has designed and implemented internal controls over financial reporting (ICFR) that
provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with GAAP.

The Audit Committee of the Board of Directors meets periodically with management and the
Company’s independent auditors to review the scope and results of their annual audit and to review
the consolidated financial statements and related financial reporting matters prior to submitting the
consolidated financial statements to the Board of Directors for approval. The Audit Committee is
appointed by the Board of Directors and all of its members are independent directors. The Audit
Committee is responsible for engaging or re-appointing the external auditors.

These interim unaudited consolidated financial statements have been approved by the Board of
Directors on the recommendation of the Audit Committee.



YUKON-NEVADA GOLD CORP.

Consolidated Balance Sheets
(Unaudited)
(In thousands of US dollars)

March 31, December 31,
2008 2007
(Audited)
Assets
Current assets:
Cash $ 17,620 $ 41,104
Marketable securities - 173
Accounts receivable and prepaid expenses 14,014 7,778
Inventories (note 4) 29,676 37,995
Future income taxes 1,453 1,453
62,763 88,503
Restricted funds (note 5) 32,782 36,669
Property, plant and equipment (note 6) 85,216 81,809
Mineral properties (note 7) 98,778 88,212
Other assets (note 8) 961 974
$ 280,500 $ 296,167
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities $ 17,453 $ 15,273
Payable on purchased ore 13,822 18,847
31,275 34,120
Other long-term liabilities 907 1,148
Future income taxes (note 10) 25,253 28,527
Asset retirement obligations 26,760 26,528
84,195 90,323
Shareholders’ equity:
Share capital (note 11(b)) 183,507 184,720
Warrants (note 11(c)) 20,603 20,603
Contributed surplus (note 11(d)) 8,650 8,092
Accumulated other comprehensive income (note 11(e)) 2,273 2,273
Deficit (18,728) (9,844)
196,305 205,844
Commitments and contingencies (note 16)
Subsequent events (note 17)
$ 280,500 $ 296,167

See accompanying notes to consolidated financial statements.

Approved on behalf of the Board:

“Graham C. Dickson” Director “R.J.

MacDonald”

Director



YUKON-NEVADA GOLD CORP.

Consolidated Statements of Operations
(Unaudited)
(Expressed in thousands of United States dollars)

Three months ended

March 31,
2008 2007
Gold sales $ 21,789 $ -
Cost of gold sold 22,408 -
Gross margin - mining operations (619) -
Temporary shutdown costs (note 12) 4,360 -
Depreciation, depletion, and amortization 3,361 3
Accretion 532 35
Loss from mine operations (8,872) (38)
General and administration (note 9) 1,088 449
Stock-based compensation 618 2,004
Loss from operations (10,578) (2,491)
Other income (expense):
Interest and other income 948 131
Loss on forward sales (3,189) -
Foreign exchange loss (344) -
Interest expense (38) -
Loss before taxes (13,201) (2,360)
Income tax recovery 4,317 -
Net loss $ (8,884) $ (2,360)
Loss per share — basic and diluted $ (0.05) $ (0.04)
Weighted average number of shares outstanding — basic and diluted 175,205,957 60,590,466

Consolidated Statements of Deficit
(Unaudited)
(Expressed in thousands of United States dollars)

Three months ended

March 31,
2008 2007
Deficit, beginning of period $ (9,844) $ (7,945)
Loss for the period (8,884) (2,360)
Deficit, end of period $ (18,728) $ (10,305)

See accompanying notes to consolidated financial statements.



YUKON-NEVADA GOLD CORP.

Consolidated Statements of Comprehensive Income (Loss)
(Unaudited)
(Expressed in thousands of United States dollars)

Three months ended

March 31,
2008 2007
Net loss $ (8,884) $ (2,360)
Foreign exchange adjustment - 285
Comprehensive loss for the period $ (8,884) $ (2,075

See accompanying notes to consolidated financial statements.



YUKON-NEVADA GOLD CORP.

Consolidated Statements of Cash Flows
(Unaudited)
(Expressed in thousands of United States dollars)

Three months

March 31,
2008 2007
Cash (used in) provided by:
Operations
Net loss $ (8,884) $ (2,360)
Reclamation payments 205 -
Iltems not involving cash:
Depreciation, depletion, and amortization 3,361 3
Accretion 532 35
Stock-based compensation 618 2,004
Gain on disposal of assets (30) -
Unrealized loss on forward sales 2,699 -
Future income tax recovery (4,317) -
Unrealized foreign exchange loss 341 -
(5,475) (318)
Change in non-cash working capital (4,914) 367
(10,389) 49
Investing
Restricted funds 3,468 2,571
Marketable securities 172 (26)
Mineral property expenditures (10,637) (2,277)
Deferred acquisition costs - (111)
Purchase of property, plant and equipment (5,478) (73)
Proceeds from sale of assets 57 -
(12,418) 84
Financing
Due to related parties - (11)
Capital lease obligations (243) -
Share issue costs (6) (4)
Common shares issued upon exercise
of shareholder warrants - 3,006
Common shares issued upon exercise
of agents’ options and warrants - 296
Common shares issued upon exercise
of stock options 82 263
(167) 3,550
Effect of exchange rate changes on cash (510) 55
(Decrease) increase in cash (23,484) 3,738
Cash, beginning of period 41,104 4,382
Cash, end of period $ 17,620 $ 8,120

See accompanying notes to consolidated financial statements.



YUKON-NEVADA GOLD CORP.

Notes to Consolidated Financial Statements
(Unaudited)

(Expressed in thousands of United States dollars)

Three month period ended March 31, 2008

Nature of operations:

Yukon-Nevada Gold Corp.’s (the Company) business is gold mining and related activities, including
exploration, development, extraction, processing and reclamation. Gold is currently being produced in
Nevada, USA (Jerritt Canyon), acquired on June 20, 2007. There are gold exploration activities being
carried out in Nevada, USA (Jerritt Canyon) and the Yukon Territory, Canada (Ketza River and Silver
Valley).

For properties other than the producing mine at Jerritt Canyon, the Company is in the process of mineral
exploration and has yet to determine whether these properties contain reserves that are economically
recoverable. The recoverability of the amount shown for mineral properties is dependent upon the existence
of economically recoverable reserves, confirmation of the Company's ownership interest in the mining
claims, the ability of the Company to obtain necessary financing to complete the development, and upon
future profitable production or proceeds from the disposition of the mineral properties.

Business combination:

Effective June 20, 2007 the Company acquired 100% of the outstanding common shares of Queenstake.
This business acquisition has been accounted for as a purchase transaction, with the Company being
identified as the acquirer and Queenstake as the acquiree in accordance with the Canadian Institute of
Chartered Accountants (CICA) Handbook Section 1581 Business Combinations. These consolidated
financial statements include 100% of Queenstake’s operating results for the period from June 20, 2007.

The purchase price was calculated as follows:

Purchase price:

Share consideration (58,436,531 shares at C$1.62 per share) $ 89,049
Fair value of share purchase warrants and stock options 1,944
Acquisition costs 2,683

$ 93,676

The purchase price was allocated as follows:

Net assets acquired:

Cash $ 2,450
Accounts receivable and prepaid expenses 3,764
Marketable securities 32
Inventories 21,809
Restricted funds 27,589
Property, plant and equipment 79,868
Mineral properties 44,733
Other assets 1,110
Accounts payable and accruals (45,498)
Future income taxes (17,419)
Long-term liabilities (24,762)

$ 93,676




YUKON-NEVADA GOLD CORP.

Notes to Consolidated Financial Statements
(Unaudited)
(Tabular amounts in thousands of US dollars unless otherwise noted)

For the three months ended March 31, 2008

3. Basis of presentation:

These unaudited interim consolidated financial statements have been prepared by the Company in

accordance with Canadian generally accepted accounting principles following the same accounting policies

and methods of application used in the Company’s audited consolidated financial statements as at and for

the year ended December 31, 2007, except for the new accounting policies adopted subsequent to that

date, as discussed below. These unaudited interim consolidated financial statements do not include all

disclosures required by Canadian generally accepted accounting principles for annual financial statements,

and accordingly, they should be read in conjunction with the Company’s most recent audited annual

consolidated financial statements.

(@)

(b)

()

(d)

Basis of consolidation

These unaudited interim consolidated financial statements include the accounts of the Company and its
subsidiaries.  All material intercompany transactions and balances have been eliminated. The
subsidiaries and joint ventures along with percentage of ownership at March 31, 2008 are as follows:

Ketza River Holdings Ltd. (Yukon) 100%
YGC Resources Arizona Inc. (Arizona) 100%
Queenstake Resources Ltd. (British Columbia) 100%
Queenstake Resources U.S.A. Inc. (Delaware) 100%
Castle Exploration Inc. (Colorado) 100%

Capital disclosures:

Effective January 1, 2008 the Company adopted the recommendations of The Canadian Institute of
Chartered Accountants (CICA) Handbook Section 1535, Capital Disclosures. The new standard
requires an entity to disclose information to enable users of its financial statements to evaluate the
entity’s objectives, policies, and processes for managing capital. Disclosure requirements pertaining to
this section are in note 14.

Financial instruments:

Effective January 1, 2008 the Company adopted the recommendations of CICA Handbook Section
3862, Financial Instruments - Disclosures (section 3862) and CICA Handbook Section 3863 — Financial
Instruments — Presentation (section 3863). Section 3862 provides standards for disclosures about
financial instruments, including disclosures about fair value and the credit, liquidity and market risks
associated with the financial instruments. Disclosure requirements pertaining to this section are in note
15. Section 3863 provides standards for presentation of financial instruments and non-financial
derivatives.

Inventories:

Effective January 1, 2008 the Company adopted the recommendations of CICA Handbook Section
3031, Inventories. This section provides additional guidance on the determination of cost and its
subsequent recognition as an expense, including any write-down to net realizable value, and
disclosures made within the financial statements. This section also provides guidance on the reversal
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YUKON-NEVADA GOLD CORP.

Notes to Consolidated Financial Statements
(Unaudited)
(Tabular amounts in thousands of US dollars unless otherwise noted)

For the three months ended March 31, 2008

of write-downs previously taken and introduces the requirement for the allocation of overhead cost

based on normal capacity.

Further upon adoption of this standard, the Company changed its valuation of materials and supplies

from the lower of average cost and replacement cost, net of a provision for obsolescence with respect to

identified inventory items, to the lower of average cost and net realizable value. The adoption of this

standard had no impact on the financial statements.

4. Inventories:

March 31, December 31,

2008 2007

Finished goods $ 409 $ 7,749
Stockpiled ore 3,810 1,827
Purchased ore 19,607 21,408
Work-in-process 1,109 2,962
Materials and supplies 4,741 4,049
$ 29,676 $ 37,995

Included in cost of gold sold and depreciation, depletion, and amortization expense on the statement of loss
are total inventory related costs of $6.6 million (2007 — NA) and $0.9 million (2007 — NA), respectively.

5. Restricted funds:

March 31, December 31,
2008 2007
AIG commutation account $ 27,089 $ 26,970
Cash restricted for future exploration in Canada 1,187 5,485
Water use license letter of credit 3,008 3,114
Cash pledged as security for letters of credit 229 167
Other restricted cash 1,269 933
$ 32,782 $ 36,669
6. Property, plant and equipment:
March 31, 2008 December 31, 2007

Accumulated Net book Accumulated Net book
Cost amortization value Cost amortization value

Jerritt Canyon
mine, USA $ 90,620 $ 6,554 $ 84,066 $ 84,948 $ 4,306 $ 80,642

Ketza River

project, Canada 1,583 504 1,079 1,533 415 1,118

Corporate and
other, Canada 141 70 71 114 65 49
$ 92,344 $ 7,128 $ 85216 $ 86,595 $ 4,786 $ 81,809




YUKON-NEVADA GOLD CORP.

Notes to Consolidated Financial Statements
(Unaudited)
(Tabular amounts in thousands of US dollars unless otherwise noted)

For the three months ended March 31, 2008

10.

Mineral properties:

March 31, 2008 December 31, 2007
Cost Costnon- Accumulated Net book Cost  Cost non- Accumulated Net book
depletable depletable depletion value depletable depletable depletion value
Jerritt Canyon
mine, USA $ 13,802 $48,822 $ 2242 $60,382 $ 9551 $ 46,782 $ 2,085 § 54,248
Ketza River project,
Canada - 36,528 - 36,528 - 32,129 - 32,129
Silver Valley project,
Canada - 1,297 - 1,297 - 1,297 - 1,297
Arizona project,
USA - 552 - 552 - 519 - 519
Other Yukon and
BC projects, Canada - 19 - 19 - 26 - 26

$ 13,802 $87,218 $ 2242 $98,778 $ 9,551 § 80,746 $ 2,085 § 88,212

Other assets:

March 31, December 31,
2008 2007
Environmental Risk Transfer Program $ 961 $ 974

The insurance premium paid for the ERTP in June 2003 is being amortized over the estimated proven and
probable reserves at the inception of the policy. Amortization of the insurance premium is calculated based
on each respective period’s production ounces with respect to the estimated proven and probable reserves.

Related party transactions:

During the period, the Company was charged a total of C$0.1 million (2007 - C$0.1 million) in legal fees by a
law firm in which the corporate secretary of the Company is a partner in the firm. A portion of these fees are
included in share issue costs and the remainder included under general and administrative expenses.

Future income taxes:

March 31,

2008
Future income tax liability, opening $ 28,527
Non-capital loss carryforwards (3,472)
Renunciation of qualifying eligible expenditures under Canadian

flow-through share program 1,321
Impact of foreign exchange on Canadian dollar future income tax liability (279)
Other (844)
$ 25,253

The Company renounced C$4.5 million of qualifying exploration expenditures under the Canadian flow-
through share program in March of 2008. The result of this renunciation was that the Cumulative Canadian
Exploration Expenses pool of the Company was reduced and a liability for future income taxes was recorded
on the date the renunciation was made.



YUKON-NEVADA GOLD CORP.

Notes to Consolidated Financial Statements

(Unaudited)

(Tabular amounts in thousands of US dollars unless otherwise noted)

For the three months ended March 31, 2008

11. Share capital:

(a) Authorized share capital consists of an unlimited number of common shares

(b) Common shares issued and outstanding are as follows:

(c)

(d)

In Thousands Number

of shares Amount
Balance, December 31, 2007 175,133 $ 184,720
Shares issued upon exercise of stock options 100 82
Fair value of stock options exercised - 60
Flow-through share renunciation - (1,349)
Share issue costs - (6)
Balance, March 31, 2008 175,233 $ 183,507
Warrants:

The following warrants are outstanding as of March 31, 2008:

Units in Thousands December 31, March 31,
2007 2008
Expiry Exercise Number Warrants Warrants Warrants Number
date price  outstanding exercised expired issued outstanding
Shareholder warrants January 16, 2009 1.80 1,000 - - - 1,000
Shareholder warrants April 12, 2010 5.50 2,851 - - - 2,851
Shareholder warrants June 20, 2012 3.00 21,176 - - - 21,176
25,027 - - - 25,027
Contributed surplus:
Contributed surplus as of March 31, 2008 is comprised of the following:
Balance, December 31, 2007 $ 8,092
Stock-based compensation (i) 618
Transfer to share capital for exercise of stock options (60)
$ 8,650

U]

The Company issued 0.5 million options on March 28, 2008 with an exercise price of C$1.60,
expiring on March 28, 2013. The fair value of the stock options granted is included in stock based
compensation expense in the statement of operations and credited to contributed surplus.

The fair value of these options has been assigned a fair value using the Black-Scholes pricing
model as follows:

Risk-free interest rate 3.35%
Dividend yield 0%
Weighted average expected life 5
Volatility 98%




YUKON-NEVADA GOLD CORP.

Notes to Consolidated Financial Statements
(Unaudited)
(Tabular amounts in thousands of US dollars unless otherwise noted)

For the three months ended March 31, 2008

The following stock options are outstanding as of March 31, 2008:

December 31, March 31,

2007 Stock 2008

Number of Stock options Number of

Exercise stock options options exercised/ stock options

Expiry date price outstanding issued expired outstanding
April 13, 2010 0.60 880 - - 880
October 1, 2010 0.60 1,092 - - 1,092
January 25, 2011 0.82 370 - 100 270
March 28, 2011 1.06 75 - - 75
December 12, 2011 2.25 75 - - 75
January 5, 2012 2.77 1,275 - - 1,275
April 3, 2012 1.61 55 - - 55
June 25, 2012 1.74 450 - 10 440
July 5, 2012 1.58 450 - 42 408
August 10, 2012 1.74 3,410 - - 3,410
September 14, 2009 2.10 300 - - 300
August 17, 2008 3.70 10 - - 10
May 12, 2010 2.15 345 - 28 317
August 23, 2010 2.15 10 - - 10
April 6, 2011 4.20 516 - 79 437
July 27, 2008 3.85 145 - 15 130
July 5, 2009 5.70 90 - 5 85
October 25, 2009 5.70 97 - 16 81
May 3, 2010 2.25 50 - - 50
November 13, 2012 1.70 40 - - 40
March 28, 2013 1.60 - 500 - 500
9,735 500 295 9,940

The following agents’ options are outstanding as of March 31, 2008:

December 31, March 31,

2007 Agents’ 2008

Number of Agents’ options Number of

Exercise agents’ options options exercised/ agents’ options

Expiry date price outstanding issued expired outstanding
June 20, 2009 2.10 1,799 - - 1,799

(e) Accumulated other comprehensive income (loss):

March 31, December 31,

2008 2007
Balance, beginning of year $ 2273 $ (326)
Foreign exchange translation adjustments - 2,599
Balance, end of year $ 2,273 $ 2,273

12. Temporary shutdown costs:

On February 22, 2008 the Company temporarily suspended mining and processing operations at the Jerritt
Canyon mine in order to upgrade and install several components within the mill and the mine facilities.
Expenses incurred from this date to the end of March 31, 2008 were recorded either as capital or, if they
were determined to be maintenance or support expenses, as part of temporary suspension costs.
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YUKON-NEVADA GOLD CORP.

Notes to Consolidated Financial Statements
(Unaudited)
(Tabular amounts in thousands of US dollars unless otherwise noted)

For the three months ended March 31, 2008

13.

Segmented information:

All of the Company’s operations are related to the gold mining industry. As of the end of March 31, 2008 the
Company had one gold producing property (Jerritt Canyon) located in Nevada, USA. The Company has
exploration properties in Canada and the USA.

Assets and liabilities held by geographic location are follows:

March 31, December 31,
2008 2007
Assets:

Canada $ 63,124 $ 86,288
USA 217,377 209,879
$ 280,501 $ 296,167

Liabilities:
Canada $ 13,521 $ 12,200
USA 70,675 78,123
$ 84,196 $ 90,323

14. Capital Management:

15.

The Company manages its cash and cash equivalents, common shares, stock options and warrants as
capital. The Company’s objectives in managing capital are to safeguard its ability to continue as a going
concern to provide returns for shareholders and benefits for other stakeholders. To meet this objective the
Company will ensure it has sufficient cash resources to pursue the exploration and development of its
mineral properties and fund potential acquisitions and ongoing production in its Jerritt Canyon operations.

To support these objectives the Company manages its capital structure and makes changes adjustments to
it in light of changes in economic conditions and risk characteristics of underlying assets. To maintain or
adjust its capital structure, the Company may attempt to issue new shares, issue new debt, acquire or
dispose of assets or adjust the amount of cash and cash equivalents. In order to maximize the exploration
and development efforts, the Company does not pay out dividends.

The Company’s investment policy is to invest its cash in highly liquid short-term interest-bearing investments
with maturities 90 days or less from the original date of acquisition, selected with regards to the expected
timing of expenditures from continuing operations.

The Company is not subject to any externally imposed capital requirements and there has been no change
with respect to the overall capital risk management strategy during the three months ended March 31, 2008.

Financial Instruments:

The Company is exposed to the certain risks through its use of financial instruments, including market risk
(currency risk, interest rate risk and commodity price risk), credit risk, and liquidity risk.

The Company’s manages its exposure to risk through the identification and analysis of risks faced by the

Company, setting appropriate risk limits and controls, and monitoring those risks and adherence to the limits
11



YUKON-NEVADA GOLD CORP.

Notes to Consolidated Financial Statements

(Unaudited)

(Tabular amounts in thousands of US dollars unless otherwise noted)

For the three months ended March 31, 2008

and controls that are established. Risk management is carried out by senior management under the

approval of the Board of Directors. Risk management practices are reviewed regularly by senior

management and the Audit Committee to reflect changes in market conditions and the Company’s activities.

a)

Market risk:

Market risk is the risk or uncertainty arising from possible market price movements and their impact on

the future performance of the business. The market price movements that could adversely affect the

value of the Company’s financial assets, liabilities and expected future cash flows include foreign

currency exchange risk, interest rate risk and commodity price risk.

@

(ii)

Currency risk:

The Company has integrated operations in Canada and is exposed to foreign exchange risk due to
fluctuations in the Canadian currency. Foreign exchange risk arises from purchase transactions as
well as financial assets and liabilities denominated in Canadian dollars.

The Company manages this risk by maintaining funds in Canadian dollars to support the cash
requirements of those operations. The Company does not use any foreign exchange contracts to
hedge these currency risks.

As at March 31, 2008, the Company is exposed to currency risk through its cash and cash
equivalents, accounts receivable, restricted funds and accounts payable and accrued liabilities
denominated in Canadian dollars as follows, based on notional amounts:

In thousands of CAD March 31, December 31,
2007 2007
Cash and cash equivalents $ 18,513 $ 39,756
Marketable securities - 154
Accounts receivable and prepaid expenses 1,640 2,610
Restricted funds 4,615 8,704
Accounts payable and accrued liabilities 1,722 1,350

Based on the above net exposures as at March 31, 2008, a 10% appreciation or depreciation in the
Canadian dollar against the US dollar, assuming all other variables remain constant, would result in
a $6.9 million increase or decrease, respectively, in operating results and shareholder equity. These
fluctuations in the Canadian dollar would not impair or enhance the Company’s ability to pay its
foreign currency denominated expenses as these costs would be similarly impacted.

Interest rate risk:

This is the risk that the future cash flows of a financial instrument will fluctuate because of changes
in market interest rates.

The Company’s cash and cash equivalents contain highly liquid investments that earn interest at
market rates. The Company manages its interest rate risk by maximizing the interest earned on
excess funds while maintaining the liquidity necessary to fund daily operations. Fluctuations in
market interest rates do not have a significant impact on the Company’s results from operations due
to the short term to maturity of the investments held.
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(iii)

Commodity price risk:

The profitability of the Company is directly related to the market price of gold because revenues are
derived primarily from gold mining. Gold prices are affected by numerous factors beyond the
Company’s control, including central bank sales, producer hedging activities, the relative exchange
rate of the US dollar with other major currencies, global and regional demand and political and
economic conditions. Worldwide gold production levels also affect gold prices, and the price of gold
is occasionally subject to rapid short-term changes due to speculative activities. The Company has
not hedged any of its own gold production. Forward sales contracts are entered into for gold
produced under its current tolling arrangements with third parties. Currently these forward contracts
are recorded at fair value as they are not designated as hedging instruments, with gains and losses
recorded in income. For the three months ended March 31, 2008, a 10% increase or decrease in
the price of gold would have resulted in a $2.2 million increase or decrease, respectively, in gold
sales and a $3.8 million increase or decrease on loss on forward sales.

b) Credit risk:

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial

instrument fails to meet its contractual obligations.

@)

(ii)

Cash and cash equivalents and marketable securities

The Company manages its credit risk on cash and cash equivalent balances and marketable
securities by maintaining balances with Tier 1 Canadian banks with a Standard & Poor’s rating of
AA. Short-term investments (included in cash and cash equivalents as well as marketable
securities) are composed of financial instruments issued by Canadian banks and companies with
high investment-grade ratings. These investments mature at various dates over the current
operating period.

Accounts receivables and prepaid expenses

Substantially all of the Company’s trade receivables are based in the US and are with a single
counterparty. The Company has transacted with this counterparty for several years and there is no
history of loss arising from receivable amounts. The Company also has a $3.3 million margin
deposit and an offsetting mark-to-market liability on forward sales contracts with the same
counterparty that would be offset against any receivable amounts outstanding.

The Company also maintains funds of $27.1 million, included in restricted funds (note 5), with a third
party insurer with a Standard & Poor’s rating of AA+ to fund future reclamation costs at Jerritt
Canyon. The Company maintains title to these funds should the third party be in default of their
obligations or enters into bankruptcy protection.

Other significant deposits and receivables are either held by or due from government agencies and
relate to the funding of future closure costs at Jerritt Canyon or goods and services input tax credits.

The Company does not have any receivables or deposits that would be considered impaired or
otherwise uncollectible, therefore no allowance for doubtful accounts is required.
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c)

Liquidity risk:

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall
due. The Company manages liquidity risk through forecasting its cash flows from operations and
anticipating investing and financing activities. Senior management is actively involved in the review and
approval of planned expenditures and typically ensures that it has sufficient cash on demand to meet
expected operating expenses for 60 days.

The following are the contractual maturities of the undiscounted cash flows of financial liabilities at
March 31, 2008:

Less than 1t02 Greater than
3 months Years 2 Years
Account payable and accrued
liabilities $ 12,800 $ - $ -
Payable on purchased ore 13,822 - -
Forward sales contracts 11,924 22,918 -
Capital lease obligations 263 1,610 121

16. Commitments and contingencies:

(a) Joint-venture funding:

(b)

()

As part of the October 9, 2007 Shareholders’ Agreement (the Agreement) entered into with Non-
Ferrous International Investment Company Limited, the Company committed to, subject to certain
conditions precedent, subscribe for 6 million common shares of a joint venture company, 804772 B.C.
LTD (joint venture company), at a subscription price of C$0.25 per common share. The total
contribution of C$1.5 million will be used for the initial funding of exploration under the newly formed
joint venture company.

During February of 2008 the terms of the conditions precedent were met for the Agreement. Under the
terms of the Agreement the subscription payment for the 6 million common shares is required to be
made and a 50% interest acquired in the joint venture company.

Forward gold sales:

In order to protect its profits from the production of gold from ore purchased from third parties, as of
March 31, 2008, the Company had entered into forward gold sales contracts to deliver 41,600 ounces of
gold at an average price of $838 per ounce at various dates through to January 30, 2009. This
approximates the number of ounces of gold contained in ore purchased from third parties as of March
31, 2008.

Emissions control system:

Pursuant to a stop order received from the State of Nevada, Division of Environmental Protection, the
Company is committed to the design and installation of a Calomel-based mercury emissions control
system for the removal of mercury from the west and east roasters at the Jerritt Canyon mill facility.
The total cost of installing and testing this system to the standards required within the stop order is not
determinable at this time.
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17. Subsequent events:

(a)

(b)

()

(d)

The Company issued 37,000 common shares for proceeds of 22,200 pursuant to the exercise of stock
options.

On April 21, 2008 the Company paid C$1.5 million under the terms of the Arrangement (note 16(a)) to
subscribe for 6 million shares of the joint venture company.

On May 2, 2008, the Company closed a non-brokered private placement for a total of 10.1 million flow-
through shares for total proceeds of C$20.1 million.

On April 23, the Company entered into an option to purchase a property comprised of 278 contiguous
claims and mining leases in the Yukon Territory. The option agreement requires a payment of
C$25,000 and commitment to carry out work for a value of C$0.2 million in the first year, and a payment
of C$0.1 million and work commitment of C$0.3 million in the second year. The Company has the
option to purchase the property for C$4 million to be paid over a period of three years. The Company
intends to transfer this property into the joint venture company (note 16(a)).

15



	YNGC Q108 MDA - SEDAR May15th
	YNGC Q108 FS SEDAR - May15th

