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The following is the management discussion and analysis (“MD&A”) of the financial condition and results of operations of 
Spanish Mountain Gold Ltd. (“Spanish Mountain” or the “Company”).  This MD&A should be read in conjunction with the 
audited consolidated financial statements, including the notes thereto, of the Company for the years ended December 31, 
2009 and December 31, 2008 as well as the Company’s unaudited financial statements for the periods ending June 30, 
2010. 
 
The accompanying unaudited consolidated financial statements and related notes are presented in accordance with 
Canadian generally accepted accounting principles.  These financial statements, together with the following management’s 
discussion and analysis dated August 27, 2010 (“Report Date”), are intended to provide investors with a reasonable basis 
for assessing the financial performance of the Company as well as potential future performance.  Please refer to the 
cautionary notices at the end of this MD&A, especially in regard to forward looking statements.  All dollar amounts are in 
Canadian dollars unless otherwise noted. 
 
Additional information relating to the Company including the Company’s audited consolidated financial statements may be 
found on SEDAR at www.sedar.com. or by visiting the Company’s website at www.spanishmountaingold.com. 
 
 
Overview 
 
Spanish Mountain Gold Ltd. is an exploration stage company engaged in the acquisition, exploration and development of 
mineral properties.  The Company’s primary asset is the Spanish Mountain property located approximately 180 kilometres 
north of Kamloops, British Columbia.  The SHG (Sediment Hosted Gold) property group, which is both on trend and with 
similar geological setting as the Spanish Mountain property, is also a focus of exploration. 
 
The Company’s consolidated June 30, 2010 financial statements reflect the financial position and results for the period then 
ended including those for its wholly owned subsidiary, Wildrose Resources Ltd. (“Wildrose”).  All material inter-company 
transactions have been eliminated.   
 
In early 2009, the Company announced an updated resource estimate (NI 43-101 compliant) for the Main zone at the 
Spanish Mountain project.  The updated measured and indicated gold resource is 102.26 million tonnes at an average grade 
of 0.785 g/t (2.58 million ounces gold) and an inferred resource of 11.65 million tonnes at an average grade of 0.787 g/t 
(290,000 ounces gold), in each case based on a cut-off grade of 0.50 g/t gold.  This updated resource represents an increase 
of 47% when compared to the initial resource estimate previoulsy completed on April 3, 2008.  The expansion of the Main 
Zone was driven by the efforts of the 2008 diamond drilling program. 
 
The updated resources calculated using various cut-off grades are shown as follows: 

Spanish Mountain updated resources (at a 0.50 g/t gold cut-off) 

Classification Gold Cut-off (g/t) Tonnes Gold (g/t) Gold (ounces) 

Measured 0.50 44,260,000 0.826 1,180,000 

Indicated 0.50 58,000,000 0.754 1,410,000 

Measured & Indicated 0.50 102,260,000 0.785 2,580,000 

Inferred 0.50 11,650,000 0.787 290,000 

Spanish Mountain updated resources (at a 0.70 g/t gold cut-off) 

Classification Gold Cut-off (g/t) Tonnes Gold (g/t) Gold (ounces) 

Measured 0.70 23,300,000 1.038 780,000 

Indicated 0.70 24,910,000 0.977 780,000 

Measured & Indicated 0.70 48,210,000 1.007 1,560,000 

Inferred 0.70 5,790,000 0.979 180,000 

 

http://www.sedar.com/
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The Main Zone updated resource estimate at a cut-off grade of 0.3 g/t gold is as follows: 

Classification Gold Cut-off (g/t) Tonnes Gold (g/t) Gold (ounces) 

Measured 0.30 77,110,000 0.641 1,590,000 

Indicated 0.30 133,610,000 0.547 2,350,000 

Measured & Indicated 0.30 210,710,000 0.581 3,940,000 

Inferred 0.30 24,760,000 0.574 460,000 

 
 
During the twelve-month period ending December 31, 2009, the Company raised gross proceeds of $4,223,000 through two 
private placements.  In September 2009, the Company issued 13,000,000 common share units at a price of $0.17 per unit.  
Each unit consisted of one common share and one share purchase warrant of the Company.  Each warrant entitles the 
holder to purchase one common share for a period of three years at a price of $0.23 per share.  A total of 543,809 units 
were issued to a finder in lieu of cash payment in connection with the private placement.  In December 2009, the Company 
issued 6,100,000 units at a price of $0.33 per share for gross proceeds totaling $2,013,000.  Each unit consists of one flow-
through share and one share purchase warrant.  Each warrant is exercisable into one common share at a price of $0.33 
cents per share for a period of three years.  A finder’s fee of $120,780 was paid to Wellington West Capital markets.  

On September 28, 2009, the Company announced the appointment of Ian Watson to the Board of Directors.  Mr. Watson 
has had a long history in the stock broking and investment banking business, as well as a number of ventures in the mineral 
exploration industry.  He is currently Chairman of Agrifirma Brazil Ltd., an agricultural company investing in Brazil. 

On October 13, 2009, the Company announced the appointment of Donald Sharp, CA to the Board of Directors.  Mr. Sharp 
has a strong accounting background and has worked in the mining industry since 1966.  He is also the CFO for Eastfield 
Resources Ltd., Cariboo Rose Resources Ltd. and Lorraine Copper Corp. 
 
In January 2010, the Company received approval from the TSX Venture Exchange to effect its name change from Skygold 
Ventures Ltd. to Spanish Mountain Gold Ltd. 
 
In February 2010, the Company appointed Stuart Morris as Vice President, Development Geology and Larry Yau as Chief 
Financial Officer upon the resignation of Paddy Nicol as Chief Financial Officer, Scott Weekes as Vice President, Exploration 
and David McCue as Secretary.  In addition, Mr. Weekes and Douglas Fulcher resigned as directors of the Board.  The 
Company also appointed Dale Corman as a new director.  Mr. Corman has 30 years experience as a senior corporate officer 
of publicly listed companies in Canada and the United States.  From 1995 to 2006, Dale was Chairman of the Board of 
Directors and Chief Executive Officer of Western Silver Corporation. He is currently President and Chief Executive Officer of 
Western Copper Corporation. 
 
On February 25, 2010, the Company closed a private placement in which a total of 15,152,000 common share units were 
issued at a price of $0.33 per unit for gross proceeds of $5 millions.  Each unit consisted of one common share and one 
share purchase warrant of the Company. Each warrant entitles the holder to purchase one common share for a period of 
three years at a price of $0.42. 
 
On April 29, 2010, the Company announced details of work programs to be completed on its projects during the coming 
field season.  The planned work on the Spanish Mountain project includes approximately 5,000 metres of drilling, which will 
provide additional data for on-going geotechnical, metallurgical and Acid Base Accounting (ABA) studies as well as help 
determine the potential for expansion for the Main Zone gold resource.  On the Thunder Ridge property, the Company 
plans to complete a further 2,000 metres of drilling in ten holes.  Additional mapping and sampling are planned for Manson 
Creek and Prince George, two earlier stage projects.   
 
On May 6, 2010, the Company announced the appointment of Ron Halas to the position of Chief Operating Officer.  Mr. 
Halas has 22 years of diverse experience including open pit and underground mining in both base and precious metals.  Mr. 
Halas’ immediate focus will be on the management of engineering studies to advance the Company's Spanish Mountain 
Gold project in central British Columbia. 
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On June 16, 2010, the Company entered into a binding agreement with Cedar Mountain Exploration Inc. (“Cedar 
Mountain”) whereby the Company acquired a 100% interest in the Cedar Creek Property from Cedar Mountain for a cash 
consideration of C$500,000.  The property is contiguous to the western boundary of the Company’s Spanish Mountain gold 
project. 
 
In June 2010, the Company provided update on various project activities.  Highlights of results from the on-going 
confirmatory metallurgical test work include an overall recovery of 90% from a floatation process followed by regrinding 
and Carbon-in-Leach processing of the concentrate; and the confirmation from preliminary grinding tests that the gold 
mineralization exhibits low work indices.  The latter indicates the potential for lower power consumption during the milling 
process.  Drilling within the Main Zone had commenced and will provide additional data for geotechnical and metallurgical 
analyses as well as determining the potential expansion in resources and mineralization in the Main Zone.  In addition, The 
Company has commissioned a Preliminary Economic Assessment (“PEA”) for the Spanish Mountain project.  The results of 
this study are expected during the fourth quarter of 2010.    
 
On July 28, 2010, the Company announced assay results from twenty-four large-diameter (HQ) drills holes completed on 
the Spanish Mountain gold project in late 2009.  These holes were drilled to a depth of 160 metres and were located at the 
Main Zone, which is currently being assessed as a potential starter pit.  The samples from these holes are also being used 
for ongoing metallurgical test works.  A table containing the assay results was filed along with the news released on SEDAR.  
The Company also announced that current drilling for the Thunder Ridge and Spanish Mountain projects are expected to be 
completed during August with results anticipated during September 2010.   
 
The Company has not commenced mining operations in any of its properties and consequently does not generate a 
material amount of revenue.  Administrative costs for the three month period ended June 30, 2010 total $699,465, which 
compares with $372,256 for the same period in 2009, an increase of $327,209.  The most significant increases are due to 
consulting fees of $115,917 (2009 - $21,509), salaries & wages of $144,517 (2009 - $89,432) and stock based compensation 
of $177,211 (2009 - $143,572).  The increases in consulting fees and salaries & wages are due to activities associated with 
transitioning the Company to be more development-focused.  Stock based compensation is related to the recognition of 
fair values for options granted during the current and prior periods.  
 
 
Mineral Properties 
 
Spanish Mountain 
 
Spanish Mountain gold project is located in south-central B.C. near the historic placer mining town of Likely, approximately 
15 kilometres northeast of the Mount Polley mine and 30 kilometres north of Cariboo Rose Resource’s Woodjam project.  
The property covers 161 mineral claims (4,000 hectares) and two placer claims. 
 
During the current fiscal year, progress has been made in the following areas of the Spanish Mountain gold project: 
 
Metallurgy 
  
Confirmatory metallurgical test work is ongoing at G&T Metallurgical Laboratories under the direction of Dr. Morris Beattie, 
P. Eng. Highlights of results to date are as follows:  
 

¶ A standard process of flotation followed by regrinding and Carbon-in-Leach processing of the concentrate 
achieves an overall recovery of 90%.  

¶ Preliminary grinding tests have confirmed that the gold mineralization exhibits low work indices. These data 
indicate the potential for lower power consumption during the milling process which could result in lower overall 
operating costs for processing.  

¶ Test work on additional samples from holes drilled across the Main Zone of gold mineralization will continue in 
order to establish design criteria to a pre-feasibility level of study.  
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Drilling and other field activities  
 
Drilling has commenced within the Main Zone of gold mineralization and will have the following three principal objectives:  
 

¶ Seven HQ diameter holes for a total of 2000 metres will be completed to gather geotechnical information to aid in 
the design of a potential open pit.  

¶ Four additional HQ diameter holes will be drilled and two of the geotechnical holes will also be used to gather 
samples for additional metallurgical tests. These holes will be distributed across the Main and North Zones to 
demonstrate consistency in the metallurgical behaviour of the gold mineralization.  

¶ Seven holes will be drilled in areas proximal to the Main Zone of gold mineralization to determine the potential 
for expansion of the Main Zone gold resource and to test additional areas for gold mineralization.  

Other field work will focus on sampling for Acid Base Accounting purposes. Samples have been gathered from drill core and 
drill core sample rejects from holes previously drilled across the Main Zone and the surrounding areas. These samples have 
been submitted for analysis and the results will aid in the advancement of the design and management of potential tailings 
and waste rock storage facilities.  

Additional assay results from twenty-four large-diameter (HQ) drill holes were published in July 2010.   The drilling was 
completed in late 2009 in a known area of near-surface higher grade gold mineralization with most of the holes drilled to a 
depth of 150 metres (the deepest to 160 m).   The samples from these holes are also being used for ongoing metallurgical 
test works.  These results confirm the presence of a near-surface higher grade area of gold mineralization within the Main 
Zone, which is being assessed as the economically advantageous location for a potential starter pit. The Company will 
incorporate these results and the results from other holes drilled in 2009 into an updated geological model as part of the 
current Preliminary Economic Assessment (PEA). 
 
 A table containing significant assay results has been filed on SEDAR.  Highlights of assay results include:  

¶ 40.0 metres (m) grading 1.19 g/t gold including 8.0 m grading 2.25 g/t gold in Hole 09-DDH-892.  

¶ 27.5 m (starting at 38.0 m down the hole) grading 1.56 g/t gold including 17.0 m grading 2.29 g/t gold in Hole 09-
DDH-891.  

¶ 55.5 m grading 0.93 g/t gold including 12.0 m grading 1.71 g/t gold in Hole 09- DDH-871.  

¶ 39.5 m (starting at 14.5 m down the hole) grading 1.18 g/t gold including 8.0 m grading 2.35 g/t gold and a second 
interval of 27.0m grading 0.87 g/t gold including 10.5 m grading 1.35 g/t gold in Hole 09-DDH-886.  

¶ 20.0 m grading 1.30 g/t gold including 3.0 m grading 5.39 g/t gold in Hole 09- DDH- 888 and,  

¶ 56.5 m (starting at 39.0 m down the hole) grading 0.81 g/t gold including 12.5 m grading 1.66 g/t gold in Hole 09-
DDH-896.  

 
The core from five additional HQ drill holes completed this spring has been shipped to SGS Lakefield in Ontario for test work 
designed to provide detailed information for crushing and grinding circuit design.  The Company anticipates that the current 
drilling programme at Spanish Mountain will be completed in August and assay results should be available in September 
2010.   
 
 
Preliminary Economic Assessment  
 
The Company has commissioned a Preliminary Economic Assessment (“PEA”) for the Spanish Mountain project and has 
engaged PEG Mining Consultants of Barrie, Ontario to complete this study. The study will establish realistic assumptions of 
operating and capital costs to develop a potential mine at the Spanish Mountain project. The results of this assessment are 
expected during the fourth quarter of 2010.  

SHG Property Group, B.C. 

In July 2006, the Company acquired a 100% interest in 816 claims, the SHG (Sediment Hosted Gold) property group, 
comprising of four separate properties with a combined area of more than 373,000 hectares (923,000 acres) in central 
British Columbia.  These individual properties are: Prince George, Manson Creek, Spanish Creek and MT. The Dunkley 
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property though not contiguous is considered part of the Prince George property due to its proximity. All of the properties 
are on trend and cover ground with a similar geological setting to the Spanish Mountain property.  

The Thunder Ridge property is located approximately 100 km south of Spanish Mountain and the Company has completed 
23 holes to date.  Current year’s program comprises seven holes for a total of approximately 1,700 m.  Assay results from 
this drilling are expected in September 2010.  

Manson Creek and Prince George projects are located to the north of Spanish Mountain and are earlier stage properties. 
Additional mapping and sampling is planned for current fiscal year. 

Cedar Creek Property 

The Company acquired a 100% interest in the Cedar Creek Property in June, 2010.  The property occupies an area of 
approximately 14 square kilometres (or 5 square miles) and is contiguous to the western boundary of the Company’s 
Spanish Mountain gold project near Likely, BC.  These properties cover a combined area of over 51 square kilometres (or 20 
square miles).   

The Company has identified several areas with potential to host gold mineralization interpreted from previous soil 
geochemical surveys and 2006 airborne geophysical data. These target areas will be further refined by infill soil geochemical 
surveys in preparation for more advanced exploration work. 
 
 
Results of Operations 
 
General and administrative (G&A) expenses for the six months ended June 30, 2010 total $1,315,667 compared to $632,728 
for the same period in 2009.    The primary reason for the significant increase in G&A expenses is corporate activities 
associated with transitioning the Company’s focus from primarily exploration to development of its Spanish Mountain 
property.   These activities include enhancement to the project development team, office relocation and corporate re-
branding.  The G&A items that had experienced a significant increase during the six months ended June 30, 2010 over the 
same period in 2009 are: consulting fees of $305,390 vs. $49,567; salaries & wages of $239,425 vs. $180,040; investor 
relations of $144,078 vs. $63,383 and rent of $59,065 vs. $40,485.  Some of the expenditures during the period are non-
recurring once the transition runs its course and corporate activities settle at the normal level.  However, overall G&A 
expenses are expected to be higher than prior periods due to expenditures associated with the Company’s new focus on 
developing its Spanish Mountain gold project.  In addition, non-cash stock-based compensation expense during the period 
total $305,277 (2009-$143,572) recognizing the fair values of options granted using the Black-Scholes valuation model. 
 
In prior years and up to the assembling of the current management team in early 2010, the Company conducted a majority 
of its administrative and exploration activities through an exploration services contractor in which a director is a principal.  
As such, amounts paid to the contractor have been reported as related party transactions until the resignation of Douglas 
Fulcher on February 2, 2010.  In addition, the Company now performs its own administrative and other functions and has 
provided notice to the contractor terminating the on-going administrative and exploration arrangements effective May 31, 
2010.  The Company may consider using the same contractor in the future on a case-by-case basis if it is determined to be 
cost effective. 
 
For the six months ended June 30, 2010, interest income total $3,892, $8,655 lower than that earned during the same 
period in 2009 ($12,557).  This is primarily due to lower average cash balances compared to prior period.   The interest 
income has been derived from funds invested in fixed-term Guaranteed Investment Certificates (GICs) that are cashable at 
the Company’s option with no penalties.   
 
The Company recorded a future income tax recovery of $255,208 (2009-$nil) arising from differences between the carrying 
amounts of certain asset and liabilities and their respective tax basis.  The amount reflects primarily the income tax benefit 
computed on the net loss during the period ended June 30, 2010. 
 
For the six months ended June 30, 2010, the Company incurred expenditures on its properties totaling $2,406,195 (2009 - 
$1,063,940), which have been capitalized in accordance with its accounting policies.  Including property expenditures from 
previous periods the Company has expended $54,861,780 on its projects.  Of that amount, $49,777,019 has been spent on 
the Spanish Mountain property, $4,564,011 on the SHG properties and $520,750 on the Cedar Creek property. 
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During the six months period ended June 30, 2010, the Company has granted 3,100,000 employee incentive stock options 
at a weighted average exercise price of $0.37 per share with expiry periods ranging from two to five years. 

 
Summary of Quarterly Results 
 
The selected quarterly consolidated information set out below has been derived from and should be read in conjunction 
with the previous eight quarterly consolidated financial statements for each respective financial period prepared in 
accordance with Canadian GAAP (in Canadian dollars): 
 

 Revenue $ Income (Loss) $ Income (Loss) per share $ 

June 30, 2010 Nil (590,210) 0.00 

March 31, 2010 Nil (483,617) (0.00) 

December 31, 2009 Nil 268,251 0.00 

September 30, 2009 Nil (255,481) (0.00) 

June 30, 2009 Nil (368,613) (0.00) 

March 31, 2009 Nil (251,563) (0.00) 

December 31, 2008 Nil 540,010 0.01 

September 30, 2008 Nil (377,150) (0.00) 

June 30, 2008 Nil (408,834) (0.01) 

 
Fluctuations in the Company’s expenditures reflect the seasonal variations of exploration and may also be influenced by the 
Company’s ability to raise capital to fund its project activities.  For example, most exploration activities occur in the summer 
months with an attendant increase in greater general and administrative expenses over the same period.   Periods ending in 
December typically have year-end adjustments resulting from future income tax recoveries or stock based compensation 
amounts for incentive stock options or warrants.    
 
While most periods incur losses given that the Company is currently at a development/ exploration stage, the net income 
reported for the quarter ended December 31, 2008 resulted from a future income tax recovery of $887,581 that exceeded 
the expenses for the quarter.   Similarly, the net income of $268,249 reported for the quarter ended December 31, 2009 
resulted from a future tax recovery of $700,750 recorded during the quarter. 
 
 
Liquidity and Capital Resources 
 
As of June 30, 2010, the Company had working capital of $5,814,008 (Dec 2009 - $4,237,412), which includes $586,927 (Dec 
2009 - $2,665,696) in cash, $4,500,000 (Dec 2009 - $nil) in cashable term deposits and $1,818,568 (Dec 2009 - $1,818,568) 
in BC mining exploration tax credit receivable.  The filings for the tax credit for 2007 and 2008 had been subjected to an 
audit by the tax authorities.   On June 30, 2010 the Company received a letter from the Canada Revenue Agency (CRA) 
indicating a potential reduction to the claimed amount by approximately $270,000.  The Company has not adjusted the 
recorded receivable pending the receipt of the Notice of Assessment.  CRA has indicated that the Notice of Assessment and 
the net refund should be issued by the end of September 2010.  Once the formal assessment is received, the Company has 
the option to file a Notice of Objection disputing CRA’s assessment.   
 
The current working capital balance, which includes the gross proceeds of $5,000,160 from a private placement completed 
on February 25, 2010, is expected to sufficiently meet the Company’s planned expenditures for the 2010 fiscal year.   The 
Company is at a development stage and has no revenue from its business operations.  The Company’s ability to meet its 
future obligations and maintain operations is contingent upon successful completion of additional financing arrangements.  
Although the Company has been successful in raising funds in the equity markets to date, there can be no assurance that 
additional funding will be available in the future.  
 
At June 30, 2010, the Company had 37,580,809 warrants outstanding with a weighted average exercise price of $0.36 and 
10,455,300 options outstanding with a weighted average exercise price of $0.75.  If these instruments are exercised by their 
holders, they will provide additional funding for the Company.  However, there is no assurance that the holders of these 
instruments will choose to exercise prior to their expiry dates.  The decision to exercise is dependent largely on the 
prevailing share price of the Company’s common stock relative to the strike prices of these instruments. 
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Transactions with Related Parties 

 
In prior years and up to the assembling of the current management team in early 2010, the Company conducted the 
majority of its administrative and exploration activities through an exploration services contractor of which a director is a 
principal.  Following the resignation of Douglas Fulcher as a director of the Company on February 2, 2010, the contractor is 
no longer considered as a related party.  In addition, the Company now performs its own administrative and other functions 
and has provided notice to the contractor terminating the on-going administrative and exploration arrangements effective 
May 31, 2010.  The Company may consider using the same contractor in the future on a case-by-case basis if it is 
determined to be cost effective.  
 
The amounts paid to the contractor during the period ended February 2, 2010, compared with amounts for the six months 
ended June 30, 2010, were $32,250 (2009 - $180,040) for contract wages and administrative and management services; 
$40,375 (2009 - $374,163) for exploration costs; $4,339 (2009 - $28,124) for rental of premises; $nil (2009 - $1,063) for 
property costs and equipment and $16,526 (2009 - $97,436) for the reimbursement of general and administrative expenses 
by the contractor. 
 
Prior to the resignation of Jeff Pontius as a director in September 2009, the Company paid the director a consulting fee of 
US$2,500 per month. For the six months ended June 30 in the prior year, these fees total $18,601.   
 
All advances to and amounts due from (to) related parties have repayment terms similar to the Company’s other accounts 
receivable (payable) and are without interest being charged. All of the above transactions and balances are in the normal 
course of operations and are measured at the exchange amount, which is the amount agreed to by the related parties. 

 
 
 

Financial Instruments and Other Instruments 
 
The Company has classified its financial instruments as follows: 
 
• Cash and term deposits as held-for-trading; 
• Amounts receivable (excluding taxes receivable) as loans and receivables; 
• Deposit for reclamation and security deposit as held-to-maturity; and 
• Accounts payable and accrued liabilities as other financial liabilities 
 
The carrying values of cash and term deposits, amounts receivable and accounts payable (excluding due to related parties), 
approximate their fair values due to the short-term maturity of these financial instruments.  The carrying value of 
reclamation deposits approximates fair value since amounts held earn interest at market rates.  The fair values of amounts 
due to related parties have not been disclosed as their fair values cannot be reliably measured since there are no quoted 
market prices for such amounts.  However, outstanding balances have been settled at carrying values and usually within a 
month from transaction or billing date. 
 
The Company’s risk exposure and the impact on the Company’s financial instruments are summarized below. 
 
(a) Credit risk 
 
Credit risk refers to the potential that a counter party to a financial instrument will fail to discharge its contractual 
obligations and arises principally from the Company’s holdings of cash and term deposits.  The Company manages credit 
risk, in respect of cash and term deposits, by purchasing highly liquid, short-term investment-grade securities held at a 
major Canadian financial institution.  In regards to amounts receivable, the Company is not exposed to significant credit 
risk. 
 
Concentration of credit risk exists with respect to the Company’s cash and term deposits as all amounts are held at a single 
major Canadian financial institution.  
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(b) Liquidity risk 
 
Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as they become due.  
The Company manages its liquidity risk by forecasting cash flows from operations and anticipated investing and financing 
activities.  The Company maintains sufficient cash at June 30, 2010 in the amount of $586,927 and receivables of 
$1,902,486 in order to meet short-term liabilities.  At June 30, 2010, the Company had accounts payable and accrued 
liabilities of $1,323,127, which will be paid in the subsequent quarter.  The Company completed a private placement in 
February 2010 for gross proceeds totalling $5,000,160 to meet its administrative overhead costs and further exploration 
and development activities on its mineral properties in 2010. 
 
(c) Market risk 
 
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices.  The Company is exposed to interest rate and foreign currency risk as follows: 
 
(i) Interest rate risk 
 
The Company’s cash held in bank accounts earns interest at variable interest rates. Due to the usually negligible rates paid 
on these account in current rates environment, fluctuations in market rates do not have a significant impact on estimated 
fair values as of June 30, 2010. 
 
(ii) Foreign currency risk 
 
The Company’s operations are located in Canada with all transactions substantially in Canadian dollars and, accordingly, the 
Company is not exposed to significant foreign currency risk.  
 
 
Outstanding Share Data 
 
The Company had the following common shares, stock options and warrants outstanding: 
 

 At Dec. 31, 2009 At Jun. 30, 2010 At report date 

Common shares  106,853,324 122,390,324 123,050,324 

Stock options 7,965,300 10,455,300 9,430,300 

Warrants 22,503,809 37,580,809 37,505,809 

Fully Diluted shares outstanding  137,322,433 170,426,433 169,986,433 

 
Off-balance Sheet Arrangements 
 
The Company has no off-balance sheet arrangements.  
 
 
Disclosure Controls and Internal Controls over Financial Reporting  
 
The Company’s President & Chief Executive Officer (CEO) and Chief Financial Officer (CFO) are responsible for establishing 
and maintaining disclosure controls and procedures and internal controls over financial reporting for the Company.  
 
In accordance with the requirements of Multilateral Instrument 52-109, Certification and Disclosure in the Company’s 
annual and interim filings, evaluations of the design and operating effectiveness of disclosure controls and procedures and 
the design effectiveness of internal control over financial reporting were carried out under the supervision of the CEO and 
CFO as of the end of the period covered by this report.  
 
The CEO and CFO have concluded that the design and operation of disclosure controls and procedures were adequate and 
effective to provide reasonable assurance that material information relating the Company would have been known to them 
and by others within those entities. The CEO and CFO have also concluded that the Company’s internal controls over 
financial reporting are designed effectively, to provide reasonable assurance regarding the reliability of financial reporting 
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and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles.  
 
While there were no changes that occurred for the most recent fiscal period that have materially affected the Company’s 
internal control procedures, the CEO and CFO will continue to attempt to identify areas to improve controls and intend to 
incorporate such improvement over the next fiscal period.  
 
 
International Financiŀƭ wŜǇƻǊǘƛƴƎ {ǘŀƴŘŀǊŘǎ όάLCw{έύ 
 
In February 2008, the Accounting Standards Board of the CICA confirmed that IFRS will replace Canadian GAAP for publicly 
accountable enterprises for fiscal years beginning on or after January 1, 2011. As a result, the conversion from Canadian 
GAAP to IFRS will be applicable to the Company’s reporting for the first quarter of fiscal 2011 for which current and 
comparative information will be prepared on an IFRS basis. In light of these requirements, the Company has developed an 
IFRS transition project plan. 
 
The policy plan for transition is as follows: 
 

Policy development and implementation policy decisions IFRS 
 

Transition goal:  Identify differences in relevant Canadian GAAP and existing accounting policies, 
selection of ongoing IFRS policies, selection of IFRS first-time adoption of IFRS choices, development of 
new financial statement format.  
 
Status: We have identified the differences between accounting policies under Canadian GAAP and 
accounting policy choices under IFRS and are in the process of selecting accounting policies under IFRS. 

 
Infrastructure modifications 

 
Transition goal: Staff trained in IFRS requirements and new Global policies. Ensure accounting software 
selection, ledger accounts used and reporting procedures are sufficient to meet requirements of IFRS 
policy and reporting. 
 
Status:  Key employees and officers have been trained. Additional training for management, Board and 
other stakeholders will be ongoing throughout the convergence period. 

 
Business activities and contracts 

 
Transition goal: IFRS compliant financing contracts and other contractual arrangements, which extend 
past January 1, 2010. Contract modifications and re-negotiations completed as necessary. 
 
Status:  A review of contracts is planned to start in the next three months. Management is considering 
IFRS implications in current business negotiations 
 

To date, management has identified potential adjustment or modified disclosure that may be required on the Company’s 
material financial statement items as follows: 
 
Mineral Properties—further research is required to determine appropriate capitalization policy under IFRS.  Enhanced 
disclosure may be required without significant changes to the recognized values expected. 
 
Property and Equipment—no significant adjustment is expected to carrying amounts.  Depreciation and amortization are 
recorded for individual components of assets, which may require reviewing and segregating certain historical costs of fixed 
assets in the Company’s accounting systems.  Basis of calculating depreciation/ amortization charges may be different.  At 
the date of the transition, revaluation of assets to fair value is permitted. 
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Reclamation Deposits—IFRS requires such costs be recorded on a discounted basis and be capitalized as a part of the 
related tangible assets.  Any adjustment to the carrying value will likely be immaterial given the low balance.  The amount 
may be included under other tangible assets. 
 
Stock-based compensation—IFRS requires stock-based compensation to be recognized on a graded vesting basis with each 
tranche being treated as a separate grant and the related stock-based compensation being recognized on a straight-line 
basis over each vesting period resulting in the amount of stock-based compensation decreasing as more stock options vest.  
IFRS also requires forfeitures to be estimated at the date of grant and not accounted for as they occur as is under Canadian 
GAAP. 
 
During the second quarter, the Company has taken initial steps to quantify the changes that may be required to the 
individual account balances that will be presented on the 2011 financial statements as comparative figures as well as the 
potential adjustment to the open balances as a result of the adoption of the IFRS for the fiscal year that commences on 
January 1, 2010.  The Company will disclose these adjustments once the process is completed. 
  
Critical Accounting Estimates 

 
Significant areas requiring the use of management estimates include the collectability of amounts receivable, recovery of 
British Columbia Mining Exploration Tax Credit receivable, balances of accrued liabilities, the fair value of financial 
instruments, the rates for amortization of property and equipment, the recoverability of mineral property interests, 
determination of asset retirement and environmental obligations, estimates of future income tax assets and liabilities, 
valuation allowances for future income tax assets and the determination of variables used in the calculations of stock-based 
compensation.  While management believes that these estimates are reasonable, actual results could differ from those 
estimates and could impact future results of operations and cash flows. 
 
 
Changes in Accounting Policies and Initial Adoption 
 

There were no new accounting policies or changes in accounting policies adopted during the period. 
 
 
Subsequent Events 
 

1. Subsequent to June 30, 2010, 275,000 stock options with an exercise price of $0.25 and 310,000 stock options 
with an exercise price of $0.42 were exercised by option holders.  As a result, the Company issued a total of 
585,000 common shares. 

2. 440,000 stock options with an exercise price of $0.42 and 286,000 share purchase warrants with an exercise price 
of $0.70 expired on July 22, 2010 and July 31, 2010, respectively, without being exercised. 

3. The Company granted an aggregate 300,000 stock options with an exercise price of $0.45 to two directors 
expiring August 23, 2015. 

 
Other Requirements 
 
Additional disclosure of the Company’s technical reports, material change reports, news releases, and other information 
can be obtained on SEDAR. 

 

Risks and Uncertainties 

 
The Company’s principal activity is mineral exploration and development.  Companies in this industry are subject to many 
and varied kinds of risks, including but not limited to, environmental, metal prices, political and economical.   
 
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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The Company has no significant source of operating cash flow and no revenues from operations.  None of the Company’s 
mineral properties currently have reserves.  The Company has limited financial resources.  Substantial expenditures are 
required to be made by the Company to establish ore reserves. 
 
The property interests owned by the Company, or in which it has an option to earn an interest are in the exploration stages 
only, are without known bodies of commercial mineralization and have no ongoing mining operations.  Mineral exploration 
involves a high degree of risk and few properties, which are explored, are ultimately developed into producing mines.  
Exploration of the Company’s mineral properties may not result in any discoveries of commercial bodies of mineralization.  
If the Company’s efforts do not result in any discovery of commercial mineralization, the Company will be forced to look for 
other exploration projects or cease operations. 
 
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 held 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. 
 
 
Cautionary Notices 

The Company’s consolidated financial statements for the period ended June 30, 2010, and this accompanying MD&A 
contain statements that constitute “forward-looking statements” within the meaning of National Instrument 51-102, 
Continuous Disclosure Obligations of the Canadian Securities Administrators.  Forward-looking statements often, but not 
always, are identified by the use of words such as “seek”, “anticipate”, “believe”, “plan”, “estimate”, “expect”, “targeting” 
and “intend” and statements that an event or result “may”, “will”, “should”, “could”, or “might” occur or be achieved and 
other similar expressions.  Forward-looking statements in this MD&A include statements regarding the Company’s future 
exploration plans and expenditures, the satisfaction of rights and performance of obligations under agreements to which 
the Company is a part, the ability of the Company to hire and retain employees and consultants and estimated 
administrative assessment and other expenses.  The forward-looking statements that are contained in this MD&A involve a 
number of risks and uncertainties.  As a consequence, actual results might differ materially from results forecast or 
suggested in these forward-looking statements.  Some of these risks and uncertainties are identified under the heading 
“RISKS AND UNCERTAINTIES” in this MD&A. Additional information regarding these factors and other important factors that 
could cause results to differ materially may be referred to as part of particular forward-looking statements.  The forward-
looking statements are qualified in their entirety by reference to the important factors discussed under the heading “RISKS 
AND UNCERTAINTIES” and to those that may be discussed as part of particular forward-looking statements.  Forward-
looking statements involve known and unknown risks, uncertainties, assumptions and other factors that may cause the 
actual results, performance or achievements of the Company to be materially different from any future results, 
performance or achievements expressed or implied by the forward-looking statements.  Factors that could cause the actual 
results to differ include market prices, exploration success, continued availability of capital and financing, inability to obtain 
required regulatory approvals and general market conditions.  These statements are based on a number of assumptions, 
including assumptions regarding general market conditions, the timing and receipt of regulatory approvals, the ability of the 
Company and other relevant parties to satisfy regulatory requirements, the availability of financing for proposed 
transactions and programs on reasonable terms and the ability of third-party service providers to deliver services in a timely 
manner.  Forward-looking statements contained herein are made as of the date of this MD&A and the Company disclaims 
any obligation to update any forward-looking statements, whether as a result of new information, future events or results 
or otherwise.  There can be no assurance that forward-looking statements will prove to be accurate, as actual results and 
future events could differ materially from those anticipated in such statements. Accordingly, readers should not place 
undue reliance on forward-looking statements. 
 
 


