Mediterranean Resources Ltd.

Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars)



ORGAN

AUDITORS' REPORT

To the Shareholders of
Mediterranean Resources Ltd.

We have audited the consolidated balance shed#editerranean Resources Ltd. as at December 31,
2009 and 2008, and the consolidated statementpeyhitions and comprehensive loss, shareholders’
equity, and cash flows for the years then endeds@liinancial statements are the responsibilitthef
Company's management. Our responsibility is toesgpan opinion on these financial statements based
on our audits.

We conducted our audits in accordance with Canagé@rerally accepted auditing standards. Those
standards require that we plan and perform an éwudibtain reasonable assurance whether the faanci
statements are free of material misstatement. Atit docludes examining, on a test basis, evidence
supporting the amounts and disclosures in the iahstatements. An audit also includes asseshing t
accounting principles used and significant estimatede by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these consolidated financial statets present fairly, in all material respects fihancial
position of the Company as at December 31, 2002608, and the results of its operations and & ca
flows for the years then ended in accordance withadian generally accepted accounting principles.

Vancouver, Canada “Morgan and Company”
March 12, 2010 Chartered Accountants
Tel: (604) 687-5841 MEMBER OF P.O. Box 10007 Pacific Centre

Fax: (604) 687-0075 .h N Suite 1488 - 700 West Georgia Street
Wwww.morgan-cas.com ] 1 Vancouver, B.C. V7Y 1A1



Mediterranean Resources Ltd.

Consolidated Balance Sheets
As at December 31, 2009 and 2008

(Expressed in Canadian Dollars)

Assets

Current assets
Cash
Short-term investments (Note 3)
GST and VAT receivable (Note 4)
Prepaid expenses and deposits

Mineral properties (Note 5 and Schedule A)
Leasehold improvements and equipmenfNote 6)

Loans receivable from related partiegNote 7)

Liabilities

Current liabilities
Accounts payable and accrued liabilities (Note 10)
Due to related parties (Note 11)

Shareholders’ Equity
Share capital(Note 8)

Contributed surplus (Note 8)

Deficit

Continuing operations (Note 1)
Commitments (Note 15)
Subsequent eventgNote 16

Approved on behalf of the Board of Directors

“Peter Guest” Director

The accompanying notes are an integral part ottheasolidated financial statements.

“Bryan Morris”

2009 2008
$ 516,222 $ 460,694
1,019,624 3,952,057
27,576 288,824
164,321 158,022
1,727,743 4,859,597
16,033,854 14,493,828
88,821 96,019
107,205 -
$ 17,957,623 $ 19,449,444
$ 297,156 $ 315365
44,354 317,944
341,510 633,309
18,079,353 18,079,353
6,298,514 6,235,808
(6,761,754) (5,499,026)
17,616,113 18,816,135
$ 17,957,623 $ 19,449,444
Director
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Mediterranean Resources Ltd.

Consolidated Statements of Operations and Comprehsive Loss
For the years ended December 31, 2009 and 2008

(Expressed in Canadian Dollars)

2009 2008
Expenses
Corporate general and administrative (Notes 91dnd $ 1,251,016 $ 1,759,363
Other expenses (income)
Interest income (37,519) (230,580)
Foreign exchange (gain) loss 49,231 (47,730)
Write-off of accounts payable (Note 10) - (344,981)
Other income - (5,534)
Loss on disposal of equipment - 2,944
11,712 (625,881)
Net loss and comprehensive loss for the year $ 1,262,728 $ 1,133,482
Basic and diluted loss per share $0.01 $0.01
Weighted-average number of shares outstanding 87,219,248 87,219,191

The accompanying notes are an integral part ottheasolidated financial statements.
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Mediterranean Resources Ltd.

Consolidated Statements of Shareholders’ Equity
For the years ended December 31, 2009 and 2008

(Expressed in Canadian Dollars)

Balance, December 31, 2007

Exercise of agents’ options and warrants
Stock-based compensation
Net loss

Balance, December 31, 2008
Stock-based compensation
Net loss

Balance, December 31, 2009

The accompanying notes are an integral part ottheasolidated financial statements.

Total
Number of Contributed Shareholders’
shares Share capital surplus Deficit equity
87,218,748 $18,079,15: $5,775,308 $(4,365,544) $ 19,488,917
500 200 (75) - 125
- - 460,575 - 460,575
- - - (1,133,482) (1,133,482)
87,219,248 18,079,353 6,235,808 (5,499,026) 18,816,135
- - 62,706 - 62,706
- - - (1,262,728) (1,262,728)
$ 6,298,514 $(6,761,754) $ 17,616,113

87,219,248 $18,079,353
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Mediterranean Resources Ltd.

Consolidated Statements of Cash Flows
For the years ended December 31, 2009 and 2008

(Expressed in Canadian Dollars)

Cash provided by (used for):

Operating activities

Net loss for the year

Non-cash items:
Amortization of leasehold improvements and equipime
Accrued interest income
Stock-based compensation
Write-off of accounts payable
Foreign exchange (gain) loss
Loss on disposal of equipment

Net changes in non-cash operating working cafiitate 13)

Financing activities
Proceeds from issuance of shares

Investing activities
Purchase of short-term investments
Proceeds from redemptions of short-term investments
Investment in mineral properties
Acquisition of equipment
Loans receivable from related parties

Foreign exchange gain (loss) on cash held in foreigurrency
Increase (decrease) in cash

Cash — Beginning of year

Cash — End of year

Supplemental cash flow information (Note 13)

2009

2008

$ (1,262,728)

$(1,133,482)

12,909 13,699
(13,399) (12,920)
62,706 460,575

- (344,981)
49,231 (47,730)
- 2,944
(42,321) (396,150)
(1,193,602) (1,458,045)
- 125
(3,001,015) (1,509,873)
5,946,847 6,308,746
(1,520,630) (3,838,250)
(20,350) (22,471)
(107,205) -
1,297,647 938,152
(48,517) 47,774
55,528 (471,994)
460,694 932,688
$ 516,222 $ 460,694

The accompanying notes are an integral part ottheasolidated financial statements.
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Mediterranean Resources Ltd.

Notes to Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars unless otherwise &)

1

Nature of operations and continuing operations

Mediterranean Resources Ltd., a public companyrparated under the laws of the Province of Britiflumbia, Canada,
is listed on the Toronto Stock Exchange (“TSX") anthe trading symbol “MNR” and on the Frankfuro& Exchange
under the trading symbol “MHM1”. The Company is timle business of exploring mineral properties, udilg the

Yusufeli mineral properties in Turkey.

The Company’s ability to continue as a going conderdependent upon the ability of the Companythimio the necessary
financing to develop properties, including sustaincapital for its Yusufeli properties, and to é#ish future profitable
production. The Company may not have sufficiersihce fund the exploration and development of iisemal properties
to commercial production and therefore may reqaideitional funding, which if not raised, may resirtthe delay,
postponement or curtailment of some of its actegiti Management continues to evaluate the neeabiftitional financing
and is of the opinion that additional financing Iwik available to continue its planned activitiasttie normal course.
Nonetheless, there is no assurance that the Compiinige able to raise sufficient funds in the frtguo complete its
planned activities.

Significant accounting policies

The consolidated financial statements are statéhimadian dollars unless otherwise noted. Theg haen prepared by
management in accordance with Canadian generalbptiag accounting principles (‘GAAP”) and reflaxinsideration of
the following significant policies:

Basis of consolidation

The consolidated financial statements include tbeoants of the Company and the following wholly @anforeign
subsidiaries:
e Turkey — Akdeniz Resources Madencilik A.S. (AkdeRizsources Madencilik Ltd, to January 14, 2008)
e Bermuda — Mediterranean Minerals (Holding) Ltd. atediterranean Minerals (Bermuda) Ltd. (to Decentiikbr
2008). Both of the Company’s Bermuda subsidiavwese inactive in the years ended December 31, 20@9
2008 and were dissolved in April 2009.

Use of estimates and assumptions

The preparation of consolidated financial statesé@ntonformity with GAAP requires management tckenastimates and
assumptions which affect the reported amounts sdtasand liabilities, and the disclosure of corgimgassets and liabilities
at the date of the financial statements, and ree®and expenses for the periods reported. Actsalts could differ from
these estimates. Significant estimates and assamspinclude those related to the determinatiotoaswhether costs are
expensed or capitalized; the establishment of adsopayable and accrued liabilities estimates tooaat for the
abandonment of long-lived assets and dispute riésof variables in the use of the Black-Scholetsooppricing valuation
model to record the fair value ascribed to equitgtiuments; valuation allowance for future incora& tissets; and
determining whether contingent assets or liabdigeist.
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Mediterranean Resources Ltd.

Notes to Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars unless otherwise &)

2 Significant accounting policies (continued)

Measurement uncertainty

Management’s capitalization of exploration and d@went costs and assumptions regarding the futaeverability of
such costs are subject to significant measuremecgrtainty. Management's assessment of recovéyalsl based on,
among other things, the Company’s estimate of atinr@neral reserves and resources which are suggbbrt geological
estimates, estimated gold and commodity prices,thadprocurement of all necessary regulatory peraitd approvals.
These assumptions and estimates could change ifutilve and this could materially affect the cangyivalue and the
ultimate recoverability of the amounts recordedrfomeral properties.

Translation of foreign currencies

The Company’s subsidiaries are integrated foreigerations. Foreign functional currency transactiand balances are
translated into the Canadian dollar reporting awyeusing the temporal method as follows:

a) Monetary items are translated at the rates pieyat the balance sheet date;

b) Non-monetary items are translated at historags;

c) Revenues and expenses are translated at thegaveates in effect during applicable accountingogds, except
amortization, which is translated at historicabgat

d) Gains and losses on foreign currency translatierreftected in the consolidated statements of dioaia

Cash and cash equivalents

Cash and cash equivalents consist of balanceshaitks and investments in financial instruments wiiturities within 90
days held for the purpose of meeting short-ternh casnmitments rather than for investing or otherppses. As at
December 31, 2009 and 2008, the Company did na aay cash equivalents.

Short-term investments

Short-term investments are carried at cost whighr@pmates fair value. The carrying value of shertn investments
includes accrued interest receivable.

Leasehold improvements and equipment

Leasehold improvements and equipment are recordealstiless accumulated amortization. For leaseimgprovements,
amortization is provided on a straight-line basia aate of 20% per year; for equipment, on a dadji-balance basis at a
rate of 20% per year.

Mineral properties

The Company records its interest in mineral properat cost, less option payments received, omiatvialue if the
consideration is common shares. Exploration expereli are capitalized until the properties are ,salthndoned or
brought into production. Costs related to abandgregerties are written off in the period of abamaent. Costs related
to producing properties are amortized on the ufjiroduction method over the useful life of the dredy following
commencement of commercial production.
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Mediterranean Resources Ltd.

Notes to Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars unless otherwise &)

2

Significant accounting policies (continued)
Mineral properties (continued)

Exploration costs comprise expenditures directtyitattable to the ownership and exploration in méthgroperties on a
property-by-property basis. Acquisition costs imtdunitial option and land title payments at théedaf acquisition, and
subsequent option and royalty payments requiraddimtain ownership title. Options and royalties axercisable at the
discretion of the optionee, and accordingly, thatesl amounts are recorded only upon payment @ipec Capitalized

exploration and development costs include overluattly related to the properties. The amountaashior exploration

expenditures represent costs incurred to date ambtinecessarily reflect present or future valu€3apitalized costs are
subject to measurement uncertainty and it is resdgrpossible, based on changes in conditions aadnaptions that a
material change in the recorded amounts could dpaine.

Although the Company has taken steps to verifititheeto mineral properties in which it has an netgt, in accordance with
industry standards for the current stage of exgilamaof such properties, these procedures do natagiee the Company’s
title. Property title may be subject to unregisteprior agreements or transfers and title may lectfd by undetected
defects.

Long-lived assets

The Company follows the recommendations in CICA dlarok Section 3063 — “Impairment of Long-Lived AsSeand
the CICA’s Emerging Issues Committee (“EIC") emargiextract EIC-174 — “Mining Exploration Costs”.e@ion 3063
requires that the Company review long-lived assetduding mineral properties for impairment. Lelidpd assets are
assessed for impairment when events and circunegawarrant an assessment. EIC-174 consensustis timning
enterprise in the development stage is not obltgetbnclude that capitalized costs have been iragaiue to the absence
of a projected estimated future net cash flow ftbexmining enterprise. Mineral properties in tikpleration stage do not
have established mineral reserves and a basibdqureparation of a projection of the estimatedriinet cash flow from
the properties does not exist. However, a miningerprise is required to consider the conditionsSéaction 3063 for
impairment write-down. The conditions include sfipant unfavourable economic, legal, regulatorpyvieonmental,
political and other factors. In addition, managatiz'edevelopment activities towards its plannechgipal operations are a
key factor considered as part of the ongoing ass&ssof the recoverability of the carrying amouhtroneral properties.
Whenever events or changes in circumstances irdibat the carrying amount of a mineral propertyhi@ exploration
stage may be impaired, capitalized costs are writtavn to the estimated recoverable amount.

Management applied a market approach in its revisivg data from third party reports on the Compamggld reserves
and “resource-in-the-ground” prices for propergnsactions in the geographical area. The appn@stited in a range of
estimated recoverable amounts that were all ins=xoé the carrying amount of the Company’s propsrtiBased on this
information, management concluded that its propgriere not impaired.

Asset retirement obligations

The Company is required to recognize a liability &n asset retirement obligation on long-lived tssehen a legal
liability exists and the amount of the liability isasonably determinable. Asset retirement olitigatare calculated on
discounted future payment estimates and the lighi accreted over the expected term of the otiiga Subsequent
adjustments are made when there are changes tmtteglying assumptions. Corresponding amounts diubtments are
added to the carrying value of the related longdiasset and charged to operations in accordalieaadounting policy.
As at December 31, 2009 and 2008, the Company bdelyal obligation for reclamation and remediaosts.
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Mediterranean Resources Ltd.

Notes to Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars unless otherwise &)

2

Significant accounting policies (continued)

Equity instruments

Non-monetary consideration - Agent’'s warrants, lstand unit options, and other equity instrumenssiési as purchase
consideration in nhon-monetary transactions arerdetbat fair value determined by management usiagBlack-Scholes
option pricing model. The fair value of the shaiestied is based on the trading price of thoseesham the TSX on the
date of the agreement to issue shares as determinéioe Board of Directors and the issue of thereshare publicly
announced. Proceeds from unit placements areaddlddetween shares and warrants issued accoodihgit relative fair
value using the residual method.

Share issue costs

Costs directly identifiable with the raising of shacapital financing are charged against sharetalajhare issue costs
incurred in advance of share subscriptions arerdetbas non-current deferred charges. Share isssis celated to
uncompleted share subscriptions are charged tatpes.

Stock-based compensation

Compensatory stock based transactions with dirgctdficers, employees and outside consultantsesmerded at estimated
fair value. The Company uses the Black-Scholeoogtricing model to estimate the fair value of eatdck option at the
date of grant. Transactions are charged to opesatio capitalized to mineral properties as appat@riwith an offsetting
credit to contributed surplus. The fair value afcit options, which vest immediately, is recordedhat date of grant; the
fair value of options, which vest in future, is ogoized over the vesting period. Stock options ihestt over time are
recorded over the vesting period using the strdight method. Stock options issued to outside glbasts that vest over
time are valued at the grant date and subsequeallyied on each vesting date as services are recei®ock-based
compensation is recognized as an expense or, Ifcapfe, capitalized to mineral property costs withcorresponding
increase in contributed surplus.

Consideration received on the exercise of stoclonpttogether with the related portion previousdgarded in contributed
surplus is credited to share capital.

Comprehensive income

Comprehensive income is the change in shareholdeypsity during a period from transactions and oteeents and
circumstances from non-owner sources. The Compadyno other comprehensive income or loss tramsectiuring the
years ended December 31, 2009 and 2008, and nangpen closing balances for “accumulated other cazhpnsive
income or loss”. During the years ended DecembeP309 and 2008, comprehensive loss was equait toss.

Loss per share

Loss per share is calculated using the weightedageenumber of shares issued and outstanding dedcd period.
Diluted loss per share is calculated using thestraastock method, which assumes that stock optiodswvarrants are only
exercised when the exercise price is below theageemarket price during the period, and that thegamy will use any
proceeds to purchase its shares at their averageetvmice during the period. Diluted loss perrshequals loss per share
as outstanding options and warrants are anti-déuti
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Mediterranean Resources Ltd.

Notes to Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars unless otherwise &)

2

Significant accounting policies (continued)

Recently adopted accounting pronouncements

(@)

(b)

(©)

The CICA issued Section 3064 — Goodwill anchgfible Assets replacing Section 3450, ResearctDawelopment
Costs. The new standard, which the Company wibipadn fiscal 2009, establishes guidelines for téeognition,
measurement, presentation and disclosure of réseard development costs. The Company adopteds#ugon
during the first quarter of the 2009 fiscal yead dhis standard did not have a material impacthen Gompany’s
consolidated financial statements.

Credit risk and fair value of financial assatsl financial liabilities

In January 2009, the CICA issued the Emerging sst@mmittee (“EIC") Abstract EIC-173, “Credit Rigind the
Fair Value of Financial Assets and Financial Lidigi”, effective for interim and annual financethtements ending
on or after January 20, 2009. Earlier adoptiothef abstract is permitted. EIC-173 provides farttmformation on
the determination of the fair value of financialsets and financial liabilities under Section 385Binancial
Instruments — Recognition and Measurement.” Itestaghat an entity’'s own credit and the credit rigkthe
counterparty should be taken into account in detgéng the fair value of financial assets and finahdiabilities,
including derivative instruments. EIC-173 shoulldpplied retroactively, without restatement obpperiods, to all
financial assets and liabilities measured at falug. The Company adopted this abstract durinditstequarter of the
2009 fiscal year and this standard did not haveternal impact on the Company’s consolidated finalratatements.

Financial instruments — disclosure

CICA Handbook Section 3862 — “Financial InstrumentsDisclosure” requires an entity to classify famlue

measurements using a fair value hierarchy thatcetflthe significance of inputs used in making tfeasurements.
The accounting standard establishes a fair valeeatghy based on the level of independent, objeotividence
surrounding the inputs used to measure fair valdefinancial instrument’s categorization within thair value

hierarchy is based upon the lowest level of inpat s significant to the fair value measureme@CA Handbook
Section 3862 prioritizes the inputs into three Istkat may be used to measure fair value:

(i) Level 1 — Applies to assets or liabilities fahich there are quoted prices in active marketddentical assets or
liabilities.

(i) Level 2 — Applies to assets or liabilities fahich there are inputs other than quoted pricelsided in Level 1 that
are observable for the asset or liability, eitheeatly such as quoted prices for similar assetgobilities in active
markets or indirectly such as quoted prices fontidal assets or liabilities in markets with insci#int volume or
infrequent transactions.

(i) Level 3 — Applies to assets or liabilitiesrfavhich there are unobservable market data.

The Company’s financial instruments consist priatlip of cash, short-term investments, accounts pleyand
accrued liabilities, and due to related partiesirsBant to CICA Handbook 3862, fair value of assetd liabilities
measured on a recurring basis include cash and-t&hor investments determined based on Level 1lt#pahich
consist of quoted prices in active markets for fibah assets. The Company believes that the recovdlues of all of
the other financial instruments approximate theimrent fair values because of their nature andessge maturity
dates or durations.
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Mediterranean Resources Ltd.

Notes to Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars unless otherwise &)

2 Significant accounting policies (continued)

Future accounting pronouncements

(@)

(b)

()

Consolidated financial statements and non-odimg interests

In January 2009, the CICA issued the new handb@uiti® 1601, “Consolidated Financial Statementat &ection
1602, “Non-controlling Interests”, effective fos@ial years beginning on or after January 1, 2@4rlier adoption of
these recommendations is permitted. These proreoogats further align Canadian GAAP with US GAAP #fRS.
Sections 1601 and 1602 change the accounting godtireg for ownership interest in subsidiaries h@jdparties other
than the parent. Non-controlling interests arbdgresented in the consolidated statement ofdiahposition within
equity but separate from the parent’s equity. @ahmunt of consolidated net income attributablehtogarent and to
the non-controlling interest is to be clearly idéetl and presented on the face of the consolidatatement of
income. In addition, these pronouncements estalsliandards for a change in a parent's ownershgrdst in a
subsidiary and the valuation of retained non-cdiimig equity investments when a subsidiary is deatidated. They
also establish reporting requirements for providsndficient disclosures that clearly identify andtohguish between
the interests of the parent and the interestsehtin-controlling owners. The Company is currentipsidering the
impact of adopting these pronouncements on itsatmaded financial statements in fiscal 2011 inmaction with the
conversion to IFRS.

Business combinations

In January 2009, the CICA issued the new handbeati@ 1582, “Business Combinations” effective fiscal years
beginning on or after January 1, 2011. Earlierpsida of Section 1582 is permitted. This pronouneat further
aligns Canadian GAAP with US GAAP and IFRS and dearthe accounting for business combinations inraber
of areas. It establishes principles and requirésngoverning how an acquiring company recognizesra@asures in
its financial statements identifiable assets aegljitiabilities assumed, any non-controlling ingri@a the acquire, and
goodwill acquired. The section also establishexldsure requirements that will enable users of @bquiring
company’s financial statements to evaluate theraand financial effects of its business combimetioAlthough the
Company is considering the impact of adopting pinmouncement on the consolidated financial statésné will be
limited to any future acquisitions beginning inc$ 2011.

Convergence of Canadian GAAP with IFRS

Canada’s Accounting Standards Board ratified a glat will result in Canadian GAAP being convergeih
International Financial Reporting Standards (“IFRBY 2011. Management has performed a prelimiaaglysis and
highlighted areas where its current Canadian adamypractices differ from IFRS and has concludeat the impact
on the Company’s consolidated financial statemesntslatively immaterial.

3 Short-term investments

At December 31, 2009, short-term investments cosegriGuaranteed Investment Certificates (“GIC”)He aamount of
$1,019,624 (2008: GIC — $5,648; Bankers’ Acceptanc$3,946,409), all issued by Canadian chartbestdks and with
initial maturity dates of less than one year.

These investments had a weighted average yielghmfoaimately 1.49% for the year ended December28D9 (2008 —
3.66%). The market value of short-term investmdwetsl as at December 31, 2009 and 2008 approxinta&dcarrying
value. The Company did not have and has neveahadhort-term investments in asset-backed comaigraper.
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Mediterranean Resources Ltd.

Notes to Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars unless otherwise &)

4  GST and VAT receivable

5

The Company had the following receivables as aebdaer 31, 2009 and 2008:

2009 2008
GST receivable (Canada) $ 10,650 $ 12,896
VAT (value added tax) receivable (Turkey) 16,926 275,928
$ 27,576 $ 288,824

Mineral properties

The Company had accumulated the following acqoisiind exploration expenditures as at Decembe2(¥19 and 2008:

2009 2008
Turkey — Yusufeli properties (Schedule A)
Acquisition costs $ 1,378,515 $ 1,378,515
Exploration expenditures 14,655,339 13,115,313
Total acquisition costs and exploration expendgure $ 16,033,854 $ 14,493,828

The Company’s Yusufeli properties are located m phovince of Artvin, Turkey. These properties,ichhincludes the
Tac, Corak, Celtik and Cevreli properties, areaitd along a 12-kilometre mineralized trend. 19&0the Company
acquired 100% interest in the Yusufeli mineral mnties from Teck Cominco Limited's Turkish subsigia Teck

Cominco Arama ve Madencilik Sanayi Ticaret A.S.CAM").

Upon the commencement of commercial productioneash calendar quarter, the Company will be obldydte pay
TCAM a net smelter returns royalty as follows:

(& 1.5% if the average price of gold for the cdlmnquarter for which the royalty being paid issl¢isan US $425 per
ounce; or

(b) 2% if the average price of gold is equal tgaater than US $425 per ounce; and

(c) for all other minerals produced from the prdigs; 1.75% ; and

(d) on the six-month anniversary of the commencdroénommercial production on the properties, tlmmpany must
pay TCAM US $2,000,000 in cash or in shares, atthetion of TCAM.

In May 2007, the Company entered into a serviceseagent with a Turkish engineering firm, Dama Mufislik A.S.
(“Dama”), under which the Company continued with @xploration program on its Yusufeli gold propesti The
Company is the operator and manager of the exjdoratograms, while Dama provides certain contsacvices whereby
its technical team is utilized to implement the lexation programs and assist in community relatioAs officer of the
Company’s Turkish subsidiary is a partner of Damais services agreement was discontinued on Degee&ih 2009.
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Mediterranean Resources Ltd.

Notes to Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars unless otherwise &)

6 Leasehold improvements and equipment

2009 2008
Leasehold improvements and equipment, at cost $ 179,287 $ 158,937
Accumulated amortization (90,466) (62,918)
$ 88,821 $ 96,019

For the year ended December 31, 2009, amortizatitimee amount of $12,909 (2008 — $13,699) was ohetlin corporate
general and administrative expenses under offiseirance and sundry.

7 Loans receivable from related parties
In October 2009, the Company loaned $107,205 todinectors, one of whom was also an officer of @@mpany, to
purchase shares of the Company which were purchiaggctober 2009. The loans are non-interest hgand repayable
within two years. The Company has security inteoeer the right, title and interest in the shamad any sale proceeds
realized from the sale thereof.

8 Share capital

a) Authorized — an unlimited number of common skavighout par value
b) Issued

During the year ended December 31, 2009, the Coynghiainnot issue any shares (2008 — 500 shares therexercise
of agents’ options). Total proceeds from the eiserof agents’ options during the year ended Deeer8b, 2008 were
$125. A fair value of $75 was recognized on thegacised agents’ options.

c) Warrants
At December 31, 2009, there were no warrants (2008,204,016) outstanding for the purchase of shawarrants

granted and expired during the years ended DeceB81he2009 and 2008, and outstanding as at DeceB1he2009
and 2008 were as follows:

Weighted
Number Average
of Exercise Exercise Expiry
Warrants Price Price Date
Balance, December 31, 2007 35,637,700 088 —0.50 $ 043 2008 — 2009
Granted (agents’ options exercised) 250 0$35 $ 0.35 2008
Expired (13,433,934) $0.35 $ 0.35 2008
Balance, December 31, 2008 22,204,016 088 -0.50 $ 047 2009
Expired (22,204,016) $0.38-0.50 $ 047 2009
Balance, December 31, 2009 —  $.00 $ 0.00
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Mediterranean Resources Ltd.

Notes to Consolidated Financial Statements
December 31, 2009 and 2008

(Expressed in Canadian Dollars unless otherwise &)

8 Share capital (continued)
d) Options

At December 31, 2009, 6,080,000 options (2008 531,031 including 3,191,031 agents’ options) wartstanding

for the purchase of shares at prices ranging fror@0bto $0.47 per share (2008 — $0.20 to $0.6%tiods entitled the
holder to acquire one share for each option. Agjeogtions entitled the holder to acquire one stzar@ one-half of
one share purchase warrant when exercised. Omramsed, exercised, expired and cancelled duhieg/éars ended
December 31, 2009 and 2008, and outstanding ascdriber 31, 2009 and 2008 were as follows:

Weighted
average
Number of exercise
Options Exercise Price price Expiry Date
Balance — December 31, 2007 12,690,710 $0.25-0.65 $ 0.34 2008 — 2012
Granted (directors, officers, employees and
consultants) 1,260,000 $ 0.20 $ 0.20 2013
Agents’ options exercised (500) $ 0.25 $ 0.25 2008
Cancelled (490,000) $ 0.30 - 0.47 $ 0.34 2011 - 2012
Agents’ options expired (1,929,179) $ 0.25 $ 0.25 2008
Balance — December 31, 2008 11,531,031 $0.20-0.65 $ 0.34 2009 - 2013
Agents’ options expired (3,191,031) $ 0.30-0.38 $ 0.36 2009
Expired (150,000) $ 0.65 $ 0.65 2009
Cancelled (2,110,000) $ 0.20-0.47 $ 0.34 2011-2013
Balance — December 31, 2009 6,080,000 $ 0.20-0.47 $ 0.33 2011 - 2013

Options outstanding as at December 31, 2009 welalaws:

Number of
Number of Options Exercise options
Price exercisable Expiry Date
400,000 $0.30 400,000 February 27, 2011
30,000 $0.38 30,000 May 9, 2011
610,000 $0.47 610,000 June 6, 2011
1,950,000 $0.30 1,950,000 December 14, 2011
200,000 $0.30 200,000 January 24, 2012
1,930,000 $0.38 1,930,000 July 6, 2012
760,000 $0.20 760,000 June 20, 2013
200,000 $0.20 200,000 July 4, 2013
6,080,000 6,080,000

As at December 31, 2009, the weighted average némgacontractual life of the options was 2.25 ygaG08 — 3.20
years) and the weighted average exercise prices@a88 (2008 — $0.35).
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8  Share capital (continued)

e) Stock-based compensation

The Company established a stock option plan whettedyoard of directors may from time to time graptions up
to 10% of the issued and outstanding stock at #te df the grant to individual eligible directoddficers, employees
or consultants. The maximum term of any optiofivie years. The exercise price of an option is less than the
closing price on the last trading day precedingditat date. Vesting periods are determined byotad of directors
and in accordance with the stock option plan andragulatory requirements.

Stock-based Stock-based
Compensation  Compensation for
Stock Options for the year the year ended
Date of Grant Granted during Stock Options Fair Value of  ended December  December 31,
Year Vested to date Options 31, 2009 2008
2006 3,910,000 3,910,000 $ 1,003,107 $ - $ 8,188
2007 3,660,000 3,660,000 $ 1,057,617 - 337,788
2008 1,260,000 1,260,000 $ 177,305 62,706 114,599
$ 62,706 $ 460,575

During the year ended December 31, 2009, no op(@®88 — 1,260,000 options) were granted to dirsctofficers,

employees and consultants. The 1,260,000 opticargey during the year ended December 31, 2008 agamibed a
total fair value of $177,305 based on a risk-freeriest rate of 3.75%, an expected life of fivergean expected
volatility of 169% and a dividend yield rate of ,ndf which $114,599 and $62,706 were recognizedtask-based
compensation for the years ended December 31, 2002009, respectively. Regarding the optionstgthin 2006

and 2007, the vested portion of $8,188 and $337i#3@ recorded respectively during the years emimEmember 31,
2006 and 2007. These options vested 25% at dapanf and 25% every four months thereafter.

9 Corporate general and administrative expenses

Corporate general and administrative expensehéyéears ended December 31, 2009 and 2008 weoli@ss:

2009 2008

Compensation** $ 666,504 $ 1,027,317
Communications 42,975 97,080
Consulting 63,944 53,077
Office, insurance and sundry 152,870 227,359
Professional fees 164,113 158,958
Rent 67,569 64,292
Regulatory and transfer agent fees 33,252 35,082
Travel 63,389 99,498
less: recovery of expenses (3,600) (3,300)

$ 1,251,016 $ 1,759,363

** |ncluded in compensation expense was stock-basmdpensation in the amount of $62,706 for the year
ended December 31, 2009 (2008 — $460,575).
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10

11

12

Write-off of accounts payable

During the year ended December 31, 2008, the Coynparersed amounts accrued in previous years thed wo longer
owing.

Related party transactions

The following related party transactions were ia tiormal course of operations and measured atxitft|arge amount,
which was the amount established and agreed tbebyelated parties. The amounts due to relatetepavere unsecured,
non-interest bearing and had no specific termgpayment.

During the year ended December 31, 2009, the Coypacurred accounting and management fees (incluided
professional fees) of $48,000 (2008 — $46,500) feoprivate company related by an officer in commdingctors’ fees
(included in compensation) of $27,000 (2008 — $28)2rental income (included as recovery of expshe€$3,600 (2008
— $3,300) from a party related to the President@B® of the Company; and capitalized professional administrative
services (included in exploration expendituresthie amount of $64,624 (2008 — $104,716) from a fifrvhich an officer

of a subsidiary is a partner.

As at December 31, 2009, $44,354 (2008 — $317,@44)owed to directors and officers, a private campalated by an
officer in common, and a firm of which an officerasubsidiary is a partner.

Other related party transactions have been distlivsMotes 5, 7, 8(e), 9 and Schedule A.

Income taxes

a) The Company’s provision for income taxes difftn@m the amounts computed by applying Canadiatutsiyy
income taxes to the loss for the year as a restittecfollowing:

2009 2008
Statutory tax rate 30% 31%
Computed tax recovery $ 379,000 $ 351,000
Non-deductible items (23,000) (236,000)
Impact of change in tax rates (712,000) (1,195,000)
Change in valuation allowance 356,000 1,080,000
$ — $ —

b) The Company has capital losses of approximately7 B%,000 (2008 — $53,570,000) with no expiry awod-n
capital losses of approximately $10,797,000 (20832,449,000) in Canada which will expire as fokow

Expiry date Amount
2010 $ 2,600,000
2014 1,962,000
2015 1,204,000
2026 872,000
2027 1,525,000
2028 1,090,000
2029 1,544,000

__$10.797.000
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12 Income taxes (continued)

c)

Significant components of the Company’s futumteoime tax assets at December 31, 2009 and 2008awéodows:

2009 2008
Non-capital losses $ 2,818,000 $ 3,120,000
Capital losses 17,815,000 7,076,000
Tax value of capital assets in excess of accountihges 573,000 681,000
Other differences 53,000 53,000
21,259,000 10,930,000
Valuation allowance (21,259,000) (10,930,000)

$

13 Supplemental cash flow information

a)

b)

Net changes in non-cash operating working capitahd the years ended December 31, 2009 and 2008

2009 2008
GST receivable $ 2,246 $ 6,157
Prepaid expenses and deposits (40,610) 7,530
Accounts payable and accrued liabilities 269,633 (396,402)
Due to related parties (273,590) (13,435)

$ (42,321) $ (396,150)

Other cash flow disclosure during the years endeckihber 31, 2009 and 2008
2009 2008
Interest received in cash $ 24,120 $ 217,660
Non-cash financing and investing activities during years ended December 31, 2009 and 2008
2009 2008
VAT receivable $ 259,002 $ 144,094
Prepaid expenses and deposits $ 34,311 $ -

Accounts payable $ (270,686) $ 459,242
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14 Segmented financial information

15

16

As at December 31, 2009 and 2008, the Company tmgkena one reportable operating segment, beingipdoration of
base and precious metals. The net losses for éhes ywere attributed to Canada. Geographical imdton was as

follows:

December 31, 2009

Canada Turkey Bermuda Consolidated
Current assets $1,677,410 $ 50,333 $ - $ 27,743
Mineral properties - 16,033,854 - 16,033,854
Leasehold improvements and equipment 51,620 37,201 - 88,821
Loans receivable from related parties 107,205 - - 107,205
$ 1,836,235 $ 16,121,388 $ — $ 17,957,6
December 31, 2008
Canada Turkey Bermuda Consolidated
Current assets $4,164,074 $ 676,050 $ 19,473 $ 4,859,597
Mineral properties - 14,493,828 - 14,493,828
Leasehold improvements and equipment 49,138 46,881 - 96,019
$ 4,213,212 $ 15,216,759 $ 19,473 $ 19,449,444

Commitments

As at December 31, 2009, the Company was commiitt€fdture consulting expenses of $214,000 in 2@Kwell as,
future minimum office rental payments totalling $A%1 (2010 - $36,601; 2011 - $9,150).

Subsequent events

In January 2010, the Company signed a serviceseagnat engaging an investor relations consultartte dgreement
provided for compensation of $6,000 per month feglte months. In addition, the consultant will dxitled to receive
up to 1,000,000 options over time based on meatantpin criteria. These options will be priced @ding to market
conditions existing at the dates of issue.

In January 2010, pursuant to the above agreenten€Company granted a total of 300,000 optionsedrtestor relations

consultant. The options are exercisable at $0.Lt& fperiod of five years. 25% of the options vestedthe grant date,
with the remaining options vesting at 25% for ev&mnonth period thereafter.
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17 Financial instruments and risk management

Under CICA Handbook Section 3855, Financial Insteats — Recognition and Measurement and Section, 3864ancial
Instruments — Disclosure and Presentation, findnegruments are designated into one of the stegmies: held-for-
trading investments, held-to-maturity investmenitsans and receivables, available-for-sale assetfi]-fbr trading
liabilities, or other financial liabilities. Finafal instruments, included on the balance sheensrasured at fair market
value upon inception with the exception of certalated party transactions. Subsequent measureandntecognition of
change in the fair value of financial instrumentspeinds on their initial classification. Held-foading financial
investments and liabilities are measured at faluevand all gains and losses are included in ojpesin the period in
which they arise. Available-for-sale financial tinenents are measured at fair value with revalnatjains and losses
included in other comprehensive income until theeiss removed from the balance sheet. Loansea@vables, held-to-
maturity investments and other financial liabiktiare measured at amortized cost using the eféedtiterest method.
Gains and losses upon inception, de-recognitiopairment write-downs and foreign exchange trarmtagéidjustments are
recognized immediately. Transaction costs relaidithancing are expensed in the period incurred.

Financial instruments are exposed to credit, lifpidnd market risks. Credit risk is the risk tlate party to a financial
instrument will cause a financial loss for the otharty by failing to discharge an obligation. uidity risk is the risk that
an entity will encounter difficulty in meeting obétions associated with financial liabilities. Met risk is the risk that the
fair value or future cash flows of a financial mshent will fluctuate because of changes in magkates. Market risk
comprises three types of risk: currency risk,nesgérate risk and other price risk.

The fair values of the Company’s cash, short-temaestments and accounts payables and accruedtigsbdpproximate
their carrying values.

The Company has classified its financial instrureexst follows:

Cash Held-for-trading
Short-term investments Held-for-trading
Accounts payable and accrued liabilities Otherrfaial liabilities

(a) Credit risk

The Company’s cash and short-term investments até im large Canadian financial institutions. Skerm
investments are composed of financial instrumesgaad by Canadian banks. These investments nettwarious
dates over the current operation period. The Comp@es not have and has never had any asset-backedercial
paper in its short-term investments. The Compa@®g3 and VAT receivable consists primarily of goadsl services
tax due from the federal government of Canada aheevadded tax due from the government of Turkey.

(b) Liquidity risk

Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tifey due. The
Company manages liquidity risk through the managemgits capital structure.

Accounts payable and accrued liabilities are ditkimvthe current operating period.

(c) Currency risk

The Company’s property interests in Turkey malauliject to foreign currency fluctuations and inflatry pressures
which may adversely affect the Company’s finanpasition, results of operations and cash flowse Tompany is
affected by changes in exchange rates betweenghadian Dollar and foreign functional currenci@$he Company
does not invest in foreign currency contracts togate the risks.
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17 Financial instruments and risk management (contiued)
(d) Interest rate risk

Interest rate risk is the risk that the fair vatrefuture cash flows of a financial instrumentIviilictuate because of
changes in market interest rates. The risk thabmpany will realize a loss as a result of aidedh the fair value
of the short-term investments is limited becausséhinvestments, although available for sale, aremlly held to
maturity.

The Company’s funds are held primarily in GIC’se thates for which are fixed for a period not exéegdwelve
months. A one-percent change in the interestfoat¢hese instruments would affect the Company yaanualized
amount of interest equal to approximately $30,000.

The Company holds most of its funds in Canadiatadoland has the majority of its exploration expemds in US
dollars or Turkish lira. A one-cent change in @@nadian dollar would affect the Company’s expioraexpenditures
equal to $10,000 based on a $1 million program.

18 Management of capital risk

The Company manages its cash and short-term ineasstrcommon shares, stock options and warrartapasl (see Note
8). The Company’s objectives when managing capital to safeguard the Company’s ability to contimsea going
concern in order to pursue the development of itseral properties and to maintain a flexible cdp#iucture which
optimizes the costs of capital at an acceptable ris

The Company manages the capital structure and naadfestments to it in light of changes in econonuaditions and the
risk characteristics of the underlying assets. nfaintain or adjust the capital structure, the Compaay attempt to issue
new shares, issue new debt, acquire or disposssefsaor adjust the amount of cash and short-teresiments.

In order to facilitate the management of its cdpiguirements, the Company prepares annual exppgadiudgets that are
updated as necessary depending on various fastohsging successful capital deployment and gerniadalstry conditions.
The annual and updated budgets are approved lBoidue of Directors.

In order to maximize ongoing development effortes Company does not pay out dividends. The Conipamyestment
policy is to invest its short-term excess cashighly liquid short-term interest-bearing investrentith maturities 90 days
or less from the original date of acquisition, std with regards to the expected timing of expemeds from continuing
operations.
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Mediterranean Resources Ltd. Schedule A

Schedule of Mineral Properties — Capitalized Costs
December 31, 2009 and 2008

(Expressed in Canadian Dollars)

Yusufeli properties, Turkey

Balance, Balance, Balance,
December 31, Costs December 31, Costs December 31,
2007 for the year 2008 for the year 2009
Acquisition costs $ 1,378,515% - $ 1,378515 $ — $ 1,378,515
Exploration costs
Assaying and sampling 1,280,589 457,468 1,738,057 86,643 1,824,700
Drilling 3,740,879 1,413,110 5,153,989 11,418 5,165,407
Environmental baseline studies 88,214 149,748 237,962 74,674 312,636
Field costs 854,795 270,446 1,125,241 42,685 1,167,926
Geological consulting 1,235,682 1,117,607 2,353,289 680,739 3,034,028
Geophysics 52,951 31,115 84,066 - 84,066
Licences, permits and fees 194,999 157,679 352,678 143,134 495,812
Metallurgy 84,700 55,624 140,324 66,288 206,612
Office and administrative 633,909 620,975 1,254,884 190,133 1,445,017
Project supervision 116,063 75,963 192,026 78,180 270,206
Road construction 170,761 18,132 188,893 26,287 215,180
Transportation and travel 207,457 86,447 293,904 139,845 433,749
8,660,999 4,454,314 13,115,313 1,540,026 14,655,339
Total Expenditures $ 10,039,514 4,454,314 $ 14,493,828 $ 1,540,026 $ 16,033,854
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MEDITERRANEAN RESOURCES LTD.
MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL POSITION AND RESULTS OF
OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 2009

CONTAINING INFORMATION UP TO AND INCLUDING MARCH 12, 2010

Management's Discussion and Analysis ("MD&A") is intended to help the reader understand Mediterranean
Resources Ltd.’s (the “Company’s’) audited consolidated financial statements. The following discussion of the
financial position and operating results of the Company should be read in conjunction with the audited consolidated
financial statements for the years ended December 31, 2009 and 2008 which have been prepared in accordance with
generally accepted accounting principlesin Canada. All monetary amounts are in Canadian dollars unless otherwise
stated.

Management is responsible for the preparation and integrity of the financia statements, including the maintenance
of appropriate information systems, procedures and internal controls and to ensure that information used internally
or disclosed externally, including the financial statements and MD&A, is complete and reliable. The Company’s
board of directors follows recommended corporate governance guidelines for public companies to ensure
transparency and accountability to shareholders. The board’s audit committee meets with management quarterly to
review the financial statements including the MD&A and to discuss other financial, operating and internal control
matters.

Readers should use the information contained in this report in conjunction with all other disclosure documents
including those filed on SEDAR (www.SEDAR.com).

The date of this MD&A is March 12, 2010.
Overall Performance

The Company isin the business of exploring mineral properties and is currently focused on the 100 square kilometre
Y usufeli Properties in north-eastern Turkey. Within the properties, two deposits: Corak and Tac, host a NI 43-101
compliant resource estimate which was upgraded in April 2009 which established an indicated resource of 49.5
million tonnes grading 1.32 g/t (Au equivalent) containing 2.09 million ounces of Au equivalent and an inferred
resource of 11.0 million tonnes grading 1.16 g/t (Au equivalent) containing 409,000 ounces of Au equivalent using
April 2009 metals prices.

Expressed as a combined estimate, there are 1.58 million oz of indicated and 290,000 oz of inferred gold resources.
At Corak, approximately 75% of the resource was upgraded to the indicated category following the successful infill
drilling during 2008. Both Corak and Tac remain open to resource upgrades and expansion. Pit shell modelling was
applied to the known resources in order to demonstrate conservative economic potential and to aid in the direction of
further drilling programs. There are also substantial base metal credits in the Corak and Tac deposits which are not
included in these resource estimates. Metallurgical tests to determine the optimal method of metal extraction are on-

going.
Dr. Peter Guest is the qualified person who has reviewed the estimated resource data given above.

A drill program was started in December 2009 on the Celtik area of the Y usufeli Properties and approximately 1,500
metres had been drilled by the end of February 2010.

A “fatal flaw” analysis was prepared by our consultants which concluded that there are no known impediments to
the Environmental Impact Assessment (EIA) permitting process, which will be initiated in early 2010. A
Preliminary Economic Assessment (also known as a scoping study) on the Tac and Corack projects has also been
initiated with a report expected in the second quarter of 2010.

The Company has sufficient funds to carry out the work described above. At the same time, the Company is
continuing to pursue joint venture and other possibilities to finance its activities. The Company also intends to seek
out financing by mid-year 2010. The Company is confident that, due to current high prices of gold and other base
metals, it will be successful in finding a partner and/or financing.
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Selected Annual Financial I nfor mation

The following table sets out selected consolidated financial information for the last three completed fiscal years:

Asat or for the year ended
December 31,
2009 2008 2007
Revenues $ - $ - $ -
Corporate general and administrative expenses 1,251,016 1,759,363 2,880,812
Restructuring costs - - -
Net loss for the year 1,262,728 1,133,482 2,638,893
Loss per share —basic and diluted 0.01 0.01 0.04
Total assets 17,957,623 19,449,444 20,417,758
Long-term liabilities - - -
Shareholders' equity 17,616,113 18,816,135 19,488,917
Cash dividends declared per-share - - -

Summary of Quarterly Results

The following tables set out selected results of operations for each of the eight most recently completed quarters:

Dec 31, Sep 30, Jun 30, Mar 31,
2009 2009 2009 2009
Revenues $ - $ - $ - $ -
Loss (320,996) (318,384) (284,872) (338,476)
Loss per share— basic (0.00) (0.00) (0.00) (0.00)
Loss per share —diluted * (0.00) (0.00) (0.00) (0.00)
Dec 31, Sep 30, Jun 30, Mar 31,
2008 2008 2008 2008
Revenues $ - $ - $ - $ -
Loss (286,030) (403,162) (11,802) (432,488)
Loss per share —basic (0.00) (0.00) (0.00) (0.00)
L oss per share —diluted * (0.00) (0.00) (0.00) (0.00)

* Diluted loss per share equals basic |oss per share as options and warrants are anti-dilutive.
Results of operations
Y ear ended December 31, 2009 compared to year ended December 31, 2008

For the year ended December 31, 2009, the Company recorded a loss of $1,262,728 compared to a loss of
$1,133,482 in 2008, an increase of $129,246. Thisincrease in loss was mainly the result of (i) a decrease in interest
revenue of $193,061 due to the decrease in cash held by the Company in 2009 versus 2008; (ii) a write-off of
accounts payable of $344,981 in 2008 versus none in 2009; and (iii) an increase in foreign exchange loss of $96,961
due to the weakening of the Turkish lira against the US dollar. The increases in losses from items (i), (ii) and (iii)
were offset by (iv) a decrease in stock-based compensation of $397,869 due to a smaller number of options being
vested in 2009 versus 2008; plus (v) a decrease in corporate general and administrative expenses (“corporate G& A
expenses’) (net of stock-based compensation) of $110,478. The decrease in corporate G& A expenses was mainly a
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result of (vi) savings of $90,214 in shareholder communications and travel expenses due to less investor relations
activities in 2009 relative to 2008; plus (vii) savings of $74,489 in office, insurance and sundry expenses due to less
genera office activities in 2009 relative to 2008. The total savings from (vi) and (vii) were offset by (viii) an
increase of $16,022 in consulting and professional fees due to the increased level of negotiations with potentia
business partners in 2009 relative to 2008; and (ix) an increase of $37,056 in compensation expenses mostly relating
to additional staffing.

Three months ended December 31, 2009 compared to three months ended December 31, 2008

For the three months ended December 31, 2009, the Company recorded a loss of $320,996 compared to a loss of
$286,030 for the same period in 2008, an increase in loss of $34,966. This increase in loss was mainly the result of
(i) adecrease in interest revenue of $20,709 due to the decrease in cash held by the Company in 2009 versus 2008;
(ii) an increase in foreign exchange loss of $52,992 due to the weakening of the Turkish lira against the US dollar;
(iii) a write-off of accounts payable in 2008 of $15,843 but none in 2009; and an increase of $9,832 in travel
expenses due to potential transactions at the end of 2009; all of which was offset by a decrease in stock-based
compensation of $70,272 due to a smaller number of options being vested in 2009 versus 2008.

Mineral Properties

To December 31, 2009, the Company had invested in mineral properties atotal of $16,033,854 (December 31, 2008 —
$14,493,828) of which $1,378,515 was paid in the form of shares of the Company issued pursuant to the option
agreement relating to the Yusufeli properties. These properties are held by our sole subsidiary, Akdeniz Resources
Madencilik A.S., a Turkish company.

During the year ended December 31, 2009, the Company incurred $1,540,026 (budget — $2,041,000) in exploration
expenditures on the Turkish properties, comprising $988,734 (budget - $1,584,000) on assaying, geological consulting,
environmental baseline studies and related costs; $143,134 (budget - $106,000) on licensing, permits and legal fees and
$408,158 (budget - $351,000) in project supervision, transportation and travel, and office and administrative costs. The
result for the year was a favourable variance of approximately $401,000 consisting mainly of work that had been
budgeted but not done due to atemporary suspension in granting drill permits throughout Turkey.

Liquidity

The Company had working capital of $1,386,233 as at December 31, 2009 compared to $4,226,288 as at December
31, 2008, a decrease of $2,840,055 mainly due to cash used in operating activities of $1,193,602 and investing in
mineral properties of $1,520,630.

During the year ended December 31, 2009, total assets decreased by $1,491,821, from $19,449,444 at December 31,
2008 to $17,957,623 at December 31, 2009 due to regular operating activities of the Company during the year.
Exploration expenditures increased by $1,540,026 from $14,493,828 as at December 31, 2008 to $16,033,854 as at
December 31, 2009 (see “Mineral Properties’ section). Short-term investments and interest receivable decreased by
$2,932,433, from $3,952,057 as at December 31, 2008 to $1,019,624 as at December 31, 2009 to finance regular
operating and investing activities. The Company invested its funds in guaranteed investment certificates issued by
Canadian chartered banks with a weighted average yield of approximately 1.49%. The Company did not have and
had never had any short-term investments in asset-backed commercial paper. Receivables, prepaid expenses and
deposits decreased by $254,949, from $446,846 as at December 31, 2008 to $191,897 as at December 31, 2009, due
mainly to the receipt of refunds of value added tax (“VAT") during the year ended December 31, 2009.

Contractual Obligations

As at December 31, 2009, the Company was committed to future consulting expenses of $214,000 in 2010 as well
as future minimum office rental payments totalling $45,751 (2010 - $36,601; 2011 - $9,150).
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Capital Resources

The Company’s authorized capital consists of an unlimited number of common shares without par value. As at
December 31, 2009 and 2008, the Company had 87,219,248 issued and outstanding common shares.

Asat December 31, 2009, the Company had 6,080,000 options (December 31, 2008 — 11,531,031 including 3,191,031
agents options) outstanding with exercise prices ranging from $0.20 to $0.47 per share and expiring between February
27,2011 and July 4, 2013; and no warrants (December 31, 2008 — 22,204,016) outstanding for the purchase of shares.

In January 2010, 300,000 options were granted to an investor relations consultant, exercisable at $0.13 per share
expiring January 18, 2015.

As at March 12, 2010, the Company had 87,219,248 shares outstanding and 93,599,248 shares outstanding on a fully
diluted basis.

Critical Accounting Estimates

The Company capitalized all costs relating to the acquisition, exploration and development of its mineral properties.
All income from mineral property optionsis credited against the cost of the property. Should commercia production
commence, these costs will be amortized. When a property is abandoned or when there isindication of impairment, all
related costs are charged to operations.

The recent economic downturn warranted an assessment of the estimated recoverable amount for the Company’s
mineral properties. Management applied a market approach in its review using data from third party reports on the
Company’s gold reserves and “resource-in-the-ground” prices for property transactions in the geographical area.
The approach resulted in a range of estimated recoverable amounts that were all in excess of the carrying amount of
the Company’ s properties. Based on this information, management concluded that its properties were not impaired.

The Company compares the carrying value of its leasehold improvements and equipment to estimated net recoverable
amounts. Should the assets' carrying value exceed its estimated recoverable amount, all amounts related to the
impairment are charged to operations.

The Company’s financial assets and liabilities are cash and cash equivalents, short-term investments and interest
receivable, GST and VAT receivable, prepaid expenses and deposits, and accounts payable and accrued liabilities. The
fair values of the financial instruments are estimated to be their carrying val ues due to their short-term nature.

CICA Handbook section 3870 Stock-Based Compensation and Other Stock-Based Payments establishes standards for
the recognition, measurement and disclosure of stock-based compensation and other stock-based payments made in
exchange for goods and services. Compensation expense is determined using the Black-Scholes Option Pricing Model
based on estimated fair values of al stock-based awards at the date of grant and is expensed to operations over each
award’s vesting period. The Black-Scholes Option Pricing Model utilizes subjective assumptions such as expected
price volatility and expected life of the option. Changes in these input assumptions can significantly affect the fair
value estimate.

Recently adopted accounting pronouncements

(8 The CICA issued Section 3064 — Goodwill and Intangible Assets replacing Section 3450, Research and
Development Costs. The new standard, which the Company will adopt in fiscal 2009, establishes guidelines for
the recognition, measurement, presentation and disclosure of research and development costs. Management is
in the process of assessing the impact of this new standard and the impact on the Company’s consolidated
financial statements has not yet been determined.

(b) Credit risk and fair value of financial assets and financia liabilities
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In January 2009, the CICA issued the Emerging Issues Committee (“EIC") Abstract EIC-173, “Credit Risk and
the Fair Value of Financial Assets and Financial Liabilities’, effective for interim and annual financial
statements ending on or after January 20, 2009. Earlier adoption of this abstract is permitted. EIC-173 provides
further information on the determination of the fair value of financial assets and financia liabilities under
Section 3855, “Financial Instruments — Recognition and Measurement.” It states that an entity’s own credit and
the credit risk of the counterparty should be taken into account in determining the fair value of financial assets
and financia liabilities, including derivative instruments. EIC-173 should be applied retroactively, without
restatement of prior periods, to al financia assets and liabilities measured at fair value. The Company adopted
this abstract during the first quarter of the 2009 fiscal year and this standard did not have a material impact on
the Company’s financial statements.

Financial instruments — disclosure

CICA Handbook Section 3862 — “Financial Instruments — Disclosure” requires an entity to classify fair value
measurements using a fair value hierarchy that reflects the significance of inputs used in making the
measurements. The accounting standard establishes a fair value hierarchy based on the level of independent,
objective evidence surrounding the inputs used to measure fair value. A financial instrument’s categorization
within the fair value hierarchy is based upon the lowest level of input that is significant to the fair value
measurement. CICA Handbook Section 3862 prioritizes the inputs into three levels that may be used to
measure fair value:

(i) Level 1 — Applies to assets or liabilities for which there are quoted prices in active markets for identical
assets or liabilities.

(if) Level 2 — Applies to assets or liabilities for which there are inputs other than quoted prices included in
Level 1 that are observable for the asset or liability, either directly such as quoted prices for similar assets
or liahilities in active markets or indirectly such as quoted prices for identical assets or liabilitiesin markets
with insufficient volume or infrequent transactions.

(i) Level 3— Appliesto assets or liabilities for which there are unobservable market data.

The Company’s financial instruments consist principally of cash, short-term investments, accounts payable and
accrued liabilities, and due to related parties. Pursuant to CICA Handbook 3862, fair value of assets and
liabilities measured on a recurring basis include cash and short-term investments determined based on Level 1
inputs, which consist of quoted prices in active markets for identical assets. The Company believes that the
recorded values of al of the other financial instruments approximate their current fair values because of their
nature and respective maturity dates or durations.

Futur e accounting pronouncements

@

Consolidated financial statements and non-controlling interests

In January 2009, the CICA issued the new handbook Section 1601, “Consolidated Financial Statements’, and
Section 1602, “Non-controlling Interests’, effective for fiscal years beginning on or after January 1, 2011.
Earlier adoption of these recommendations is permitted. These pronouncements further align Canadian GAAP
with US GAAP and IFRS. Sections 1601 and 1602 change the accounting and reporting for ownership interest
in subsidiaries held by parties other than the parent. Non-controlling interests are to be presented in the
consolidated statement of financial position within equity but separate from the parent’s equity. The amount of
consolidated net income attributable to the parent and to the non-controlling interest is to be clearly identified
and presented on the face of the consolidated statement of income. In addition, these pronouncements establish
standards for a change in a parent’s ownership interest in a subsidiary and the valuation of retained non-
controlling equity investments when a subsidiary is deconsolidated. They also establish reporting requirements
for providing sufficient disclosures that clearly identify and distinguish between the interests of the parent and
the interests of the non-controlling owners. The Company is currently considering the impact of adopting these
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pronouncements on its consolidated financial statements in fiscal 2011 in connection with the conversion to
IFRS.

Business combinations

In January 2009, the CICA issued the new handbook Section 1582, “Business Combinations’ effective for
fiscal years beginning on or after January 1, 2011. Earlier adoption of Section 1582 is permitted. This
pronouncement further aligns Canadian GAAP with US GAAP and IFRS and changes the accounting for
business combinations in a number of areas. It establishes principles and requirements governing how an
acquiring company recognizes and measures in its financial statements identifiable assets acquired, liabilities
assumed, any non-controlling interest in the acquire, and goodwill acquired. The section also establishes
disclosure requirements that will enable users of the acquiring company’s financial statements to evaluate the
nature and financial effects of its business combinations. Although the Company is considering the impact of
adopting this pronouncement on the consolidated financial statements, it will be limited to any future
acquisitions beginning in fiscal 2011.

Convergence of Canadian GAAP with IFRS

Canada’s Accounting Standards Board ratified a plan that will result in Canadian GAAP being converged with
International Financial Reporting Standards (“IFRS’) by 2011. Management has performed a preliminary
analysis and highlighted areas where its current Canadian accounting practices differ from IFRS. To date, the
Company has identified several areas which might affect the Company and has concluded that any impact on
the Company’s consolidated financial statements would not be material. Please refer to the last section of this
report for more details.

Risk Factors

The Company is engaged in the exploration for mineral deposits. These activities involve significant risks which even
with careful evaluation, experience and knowledge may not, in some cases, be eliminated. The Company’s success
depends on a number of factors, many of which are beyond its control. The primary risk factors affecting the Company
include inherent risksin the mining industry, metal price fluctuations and operating in foreign countries and currencies.

@

(b)

Inherent risks within the mining industry

The commercia viability of any mineral deposit depends on many factors, not al of which are within the
control of management. Some of the factors that will affect the financial viability of a given mineral deposit
include its size, grade and proximity to infrastructure. Government regulation, taxes, royalties, land tenure and
use, environmental protection and reclamation and closure obligations could also have a profound impact on the
economic viability of a mineral deposit.

Mining activities also involve risks such as unexpected or unusual geological operating conditions, floods, fires,
earthquakes, other natural or environmental occurrences and political and social instability. It is not always
possible to obtain insurance against all such risks and the Company may decide not to insure against certain
risks as a result of high premiums or for other reasons. The Company does not currently maintain insurance
against political or environmental risks. Should any uninsured liabilities arise, they could result in increased
costs, reductionsin profitability, and a decline in the value of the Company’s securities.

There is no assurance at this time that the Company’s current mineral properties will be economically viable for
development and production.

Prices for gold and base metals

Metals prices are subject to volatile price fluctuations and may have a direct impact on the future commercial
viability of the Company’s exploration properties. Price volatility results from a variety of factors, including
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global consumption and demand for metals, international economic and political trends, fluctuations in the US
dollar and other currencies, interest rates, and inflation. The Company has not hedged any of its potential future
gold sales.

(c) Foreign currency risks

The Company uses the Canadian dollar as its measurement and reporting currency, and therefore fluctuations in
exchange rates between the Canadian dollar and other currencies may affect the results of operations and financial
position of the Company. The Company does not currently have any foreign currency or commercia risk hedges
in place.

The Company raises the mgjority of its equity financings in Canadian dollars while expenditures related to foreign
operations are predominately incurred in US dollars. Fluctuations in the exchange rates between the Canadian
dollar, US dollar and Turkish New Liramay impact the Company’s financia condition.

(d) Risks Associated with Foreign Operations

The Company’s investments in foreign countries such as Turkey carry certain risks associated with different
political, business, social and economic environments. The Company is currently evaluating gold and base metal
properties in Turkey and elsewhere in the Mediterranean region, but will undertake new investments only when it
is satisfied that the risks and uncertainties of operating in different cultural, economic and political environments
are manageabl e and reasonabl e relative to the expected benefits.

Title to mineral properties involves certain inherent risks due to the difficulties of determining the validity of
certain claims as well as the potential for problems arising from the frequently ambiguous conveyance and
regulatory characteristics of property rightsin certain foreign countries.

Future government, political, legal or regulatory changes in the foreign jurisdictions in which the Company
currently operates or plans to operate could affect many aspects of the Company’s business, including title to
properties and assets, environmental protection requirements, labor relations, taxation, currency convertibility,
repatriation of profits or capital, the ability to import necessary materials or services, or the ability to export
produced materials.

Related Party Transactions

During the year ended December 31, 2009, the Company incurred accounting and management fees (included in
professional fees) of $48,000 (2008 — $46,500) from a private company related by an officer in common; directors
fees (included in compensation) of $27,000 (2008 — $25,250); rental income (included as recovery of expenses) of
$3,600 (2008 — $3,300) from a party related to the President and CEO of the Company; and capitalized professional
and administrative services (included in exploration expenditures) in the amount of $64,624 (2008 — $104,716) from
afirm of which an officer of asubsidiary is apartner.

As at December 31, 2009, $44,354 (2008 — $317,944) was owed to directors and officers, a private company related
by an officer in common, and a firm of which an officer of a subsidiary was a partner.

The Company also loaned $107,205 (2008 — $Nil) to two directors, one of whom was aso an officer of the
Company, to purchase shares of the Company which were purchased in October 2009. The loans are non-interest
bearing and repayable within two years. The Company has security interest over the right, title and interest in the
shares and any sale proceeds realized from the sal e thereof.
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Subsequent events

In January 2010, the Company signed a services agreement engaging an investor relations consultant. The
agreement provided for compensation of $6,000 per month for twelve months. In addition, the consultant will be
entitled to receive up to 1,000,000 options over time based on meeting certain criteria. These options will be priced
according to market conditions existing at the dates of issue.

In January 2010, pursuant to the above agreement, the Company granted a total of 300,000 options to the investor
relations consultant. The options are exercisable at $0.13 for a period of five years. 25% of the options vested on
the grant date, with the remaining options vesting at 25% for every 4-month period thereafter.

Financial instruments and risk management

Under CICA Handbook Section 3855, Financial Instruments — Recognition and Measurement and Section 3861,
Financial Instruments — Disclosure and Presentation, financial instruments are designated into one of the six
categories: held-for-trading investments, held-to-maturity investments, loans and receivables, available-for-sale
assets, held-for trading liabilities, or other financial liabilities. Financial instruments, included on the balance sheet
are measured at fair market value upon inception with the exception of certain related party transactions.
Subsequent measurement and recognition of change in the fair value of financial instruments depends on their initial
classification. Held-for-trading financial investments and liabilities are measured at fair value and all gains and
losses are included in operations in the period in which they arise. Available-for-sale financial instruments are
measured at fair value with revaluation gains and losses included in other comprehensive income until the asset is
removed from the balance sheet. Loans and receivables, held-to-maturity investments and other financial liabilities
are measured at amortized cost using the effective interest method. Gains and losses upon inception, de-recognition,
impairment write-downs and foreign exchange translation adjustments are recognized immediately. Transaction
costs related to financing are expensed in the period incurred.

Financial instruments are exposed to credit, liquidity and market risks. Credit risk is the risk that one party to a
financial instrument will cause a financial loss for the other party by failing to discharge an obligation. Liquidity
risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities.
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. Market risk comprises three types of risk: currency risk, interest rate risk and other price
risk.

The fair values of the Company’s cash, short-term investments and accounts payables and accrued liabilities
approximate their carrying values.

The Company has classified its financia instruments as follows:

Cash Held-for-trading
Short-term investments Held-for-trading
Accounts payable and accrued liabilities Other financial liabilities

(@) Creditrisk

The Company’s cash and short-term investments are held in large Canadian financial institutions. Short-term
investments are composed of financial instruments issued by Canadian banks. These investments mature at
various dates over the current operation period. The Company does not have and has never had any asset-
backed commercial paper in its short-term investments. The Company’s GST and VAT receivable consists
primarily of goods and services tax due from the federal government of Canada and value-added tax due from
the government of Turkey.
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(b) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations asthey fall due. The
Company manages liquidity risk through the management of its capital structure.

Accounts payable and accrued liabilities are due within the current operating period.
(¢) Currency risk

The Company’s property interests in Turkey make it subject to foreign currency fluctuations and inflationary
pressures which may adversely affect the Company’s financial position, results of operations and cash flows.
The Company is affected by changes in exchange rates between the Canadian Dollar and foreign functional
currencies. The Company does not invest in foreign currency contracts to mitigate the risks.

(d) Interest raterisk

Interest rate risk is the risk that the fair value or future cash flows of a financia instrument will fluctuate
because of changesin market interest rates. The risk that the Company will realize aloss as aresult of a decline
in the fair value of the short-term investments is limited because these investments, although available for sale,
are generally held to maturity.

The Company’s funds are held primarily in GIC's, the rates for which are fixed for a period not exceeding twelve
months. A one-percent change in the interest rate for these instruments would affect the Company by an annualized
amount of interest equal to approximately $30,000.

The Company holds most of its funds in Canadian dollars and has the mgjority of its exploration expendituresin US
dollars or Turkish lira. A one-cent change in the Canadian dollar would affect the Company’s exploration
expenditures equal to $10,000 based on a $1 million program.

Forward looking statements

Except for statements of historical fact, certain information contained herein constitutes forward-looking statements.
Forward looking statements are usually identified by the use of certain terminology, including “will”, “believes’,
“may”, “expects’, “should”, “seeks’, “anticipates’ or “intends’ or by discussions of strategy or intentions. Such
forward-looking statements involve known and unknown risks, uncertainties and other factors which may cause our
actual results or achievements to be materially different from any future results or achievements expressed or
implied by such forward-looking statements. Forward-looking statements are statements that are not historical facts,
and include but are not limited to, estimates and their underlying assumptions; statements regarding plans, objectives
and expectations with respect to the effectiveness of the Company’ s business model; future operations, products and
services; the impact of regulatory initiatives on the Company’s operations; the size of and opportunities related to
the markets for the Company’ s products; general industry and macroeconomic growth rates; expectations related to
possible joint and/or strategic ventures and statements regarding future performance.

Forward-looking statements used in this discussion are subject to various risks and uncertainties, most of which are
difficult to predict and generally beyond the control of the Company. If risks or uncertainties materialize, or if
underlying assumptions prove incorrect, the Company’s actual results may vary materially from those expected,
estimated or projected. Forward looking statements in this document are not a prediction of future events or
circumstances, and those future events or circumstances may not occur. Given these uncertainties, users of the
information included herein, including investors and prospective investors are cautioned not to place undue reliance
on such forward-looking statements.

Forward-looking statements included or incorporated by reference in this document include statements with respect
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to the assumptions and estimates used in the Company’s NI 43-101 compliant resource estimate updated in April
2009; “fatal flaw” analysis which concluded that there are no known impediments to the Environmental |mpact
Assessment permitting process; and preliminary economic assessment.

Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures are designed to provide reasonable assurance that al relevant information is
gathered and reported to senior management, including the Company’s Chief Executive Officer and Chief Financial
Officer, on atimely basis so that appropriate decisions can be made regarding public disclosure. Management of the
Company, with the participation of the Chief Executive Officer and Chief Financial Officer, has evaluated the
effectiveness of the Company’s disclosure controls and procedures as at December 31, 2009, as required by
Canadian securities law. Based on that evaluation, the Chief Executive Officer and the Chief Financial Officer have
concluded that, as of December 31, 2009, the disclosure controls and procedures were effective to provide
reasonable assurance that information required to be disclosed in the Company’s annual filings and interim filings
(as such terms are defined under Multilateral Instrument 52-109 Certification of Disclosure in Issuer’s Annual and
Interim Filings) and other reports filed or submitted under Canadian securities laws were recorded, processed,
summarized and reported within the time period specified by those laws and that material information was
accumulated and communicated to management of the Company, including the Chief Executive Officer and the
Chief Financial Officer, as appropriate to allow for accurate disclosure to be made on atimely basis.

Changesin Internal Control over Financial Reporting

Internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
Canadian GAAP. The Chief Executive Officer and Chief Financial Officer have concluded that there has been no
change in the Company’sinternal control over financial reporting during the year ended December 31, 2009 that has
materially affected, or is reasonably likely to materialy affect, the Company’s internal control over financial
reporting. As of December 31, 2009, the Company’ sinternal control over financial reporting was effective.

Inter national Financial Reporting Standards

On February 13, 2008, the Canadian Accounting Standards Board (“AcSB”) confirmed the mandatory change-over
date to International Financial Reporting Standards (“1FRS") for Canadian profit-oriented publicly accountable entities
(“PAE’S") such asthe Company.

The AcSB requires that IFRS compliant financial statements be prepared for annua and interim financial statements
commencing on or after January 1, 2011. For PAE’swith a December 31 year-end, the first unaudited interim financial
statements under IFRS will be the quarter ending March 31, 2011, with comparative financial information for the
quarter ended March 31, 2010. The first audited annual financial statements will be for the year ending December 31,
2011, with comparative financial information for the year ended December 31, 2010. This aso means that all the
opening balance sheet adjustments relating to the adoption of IFRS must be reflected in the January 1, 2010 opening
balance sheet which will be issued as part of the comparative financial information in the March 31, 2011 unaudited
interim financia statements.

In January 2010, the Company’s management assessed the impact of adoption to IFRS and concluded that an
adoption date will be January 1, 2011 and a transition date January 1, 2010. The Company’s first financial
statements prepared under IFRS will be the interim financial statements for the three months ended March 31, 2011
with comparatives for the three months ended March 31, 2010 along with the balance sheet as of the transition date
and will include full disclosure of all new IFRS policies.

During 2009, the Company’s accountants and CFO examined the impact of the changes in accounting policies per
IFRS and attended seminars on the adoption and implementation of IFRS.
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The Company reviewed its existing accounting system along with its internal and disclosure control process and
concluded that they would not need significant modification as a result of the Company’s conversion to IFRS in
2011. The Company also determined that it would rely on certain exemptions allowed under IFRS 1 “First-time
Adoption of International Financial Reporting Standards’ as of the transition date on January 1, 2010. Under IFRS
1 the IFRS standards are applied retrospectively at the transitional balance sheet date with all adjustments to assets
and liabilities taken to retained earnings unless certain exemptions are applied. The Company intends to apply the
following exemptions to its opening balance sheet dated January 1, 2010.

a) Business Combinations

IFRS 1 indicates that a first-time adopter may elect not to apply IFRS 3 Business Combination retrospectively to
business combinations that occurred before the date of transition to IFRS. The Company will take advantage of this
election and will apply IFRS 3 to business combinations that occurred on or after January 1, 2010. There is no
adjustment required to the December 31, 2009 financial statements on the transition date.

b) Share-based payment transactions

IFRS 1 encourages, but does not require, first-time adopters to apply IFRS 2 Share-based Payment to equity
instruments that were granted on or before November 7, 2002, or equity instruments that were granted subsequent to
November 7, 2002 and vested before the later of the date of transition to IFRS and January 1, 2005. The Company
will apply IFRS 2 to awards that vested prior to January 1, 2010 resulting in no adjustments to the December 31,
2009 financial statements on the transition date.

C) IAS 27 — Consolidated and Separate Financial Statements

In accordance with IFRS 1, if a company elects to apply IFRS 3 Business Combinations retrospectively, |1AS 27
Consolidated and Separate Financial Statements must also be applied retrospectively. As the Company elected to
apply IFRS 3 prospectively, the Company has also elected to apply IAS 27 prospectively. Therefore, there is no
change to the December 31, 2009 financial statements on the transition date.

d) Cumulative Trandation Differences

IFRS requires that the functional currency of each entity of the Company be determined separately and record the
foreign exchange resulting from the consolidation in equity rather than in the statement of operations. IFRS 1
provides an exemption and allows for such adjustments to be made as of the transition date, resulting in no change to
the December 31, 2009 financial statements on the transition date.

Given the IFRS 1 exemptions noted above, the Company has thus far identified one adjustment to the December 31,
2009’ sfinancial statements on the transition date, as follows:

“Contributed surplus’ versus various reserves in equity

IFRS requires “contributed surplus’ to be broken down into different categories as different reserves. The Company
examined its “contributed surplus’ account and concluded that approximately $3,400,000 relates to “Equity settled
employee benefit reserve’; approximately $1,900,000 relates to “Reserves due to convertible debt”; and
approximately $1,000,000 relates to “ Reserves for agents options’. As a result, on transition date, the Company
believes that a reclassification would be necessary in the equity section between “Contributed Surplus’ and the
various reserve accounts totalling approximately $6,300,000.
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