
MEDITERRANEAN RESOURCES LTD. 
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL P OSITION AND RESULTS OF 
OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 2010 

CONTAINING INFORMATION UP TO AND INCLUDING March 16, 2011  

Page 1 of 12 

Management's Discussion and Analysis ("MD&A") is intended to help the reader understand Mediterranean 
Resources Ltd.’s (the “Company’s”) consolidated financial statements. The following discussion of the financial 
position and operating results of the Company should be read in conjunction with the consolidated financial 
statements for the years ended December 31, 2010 and 2009 which have been prepared in accordance with generally 
accepted accounting principles in Canada.  All monetary amounts are in Canadian dollars unless otherwise stated.  
 
Management is responsible for the preparation and integrity of the financial 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 16, 2011. 
 
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 
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 Impact 
Assessment permitting process; and preliminary economic assessment. 
 
Overall Performance  
 
The Company is in the business of exploring mineral properties and is currently focused on the 100 square kilometre 
Yusufeli Property in north-eastern Turkey.  Within the properties, two deposits:  Corak and Tac, host an NI 43-101 
compliant resource estimate, 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 
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resources.  There are also substantial base metal credits in the Corak and Tac deposits which are included in these 
Au equivalent resource estimates. 
 
Intensive metallurgical tests for the two deposits had been finalized and the results from these tests are being 
incorporated into a Preliminary Assessment (PA – formerly known as a Preliminary Economic Assessment) to 
determine the appropriate process design criteria and processing flow-sheets.  Initial Whittle open pit optimization 
analyses are complete and final optimization, detailed cost estimation and site layout work remain to be completed.  
The results of the PA are expected to be available in March 2011 and an NI 43-101 compliant technical report 
outlining the PA is expected to be filed thereafter. 
 
Dr. Peter Guest is the qualified person who has reviewed the estimated resource data given above. 
 
The Company is in the process of converting three of its ten exploration licences into operating licences, bringing 
the number of operating licences from four to seven.  The technical reports supporting the conversion applications 
had been submitted in December 2010 and approvals for these conversions are expected to be received during 2011.   
 
The Company received a signed official approval from MIGEM, the Turkish mining bureau of the extension of the 
Tac project operating licence, IR5249, for three years to July 16, 2013.  The Company also received official written 
confirmation of the temporary suspension of production being approved for all four operating licenses comprising 
the Tac and Corak projects. 
 
The Company intends to initiate an Environmental Impact Assessment (EIA) in mid-2011.  Earlier, a “fatal flaw” 
analysis was prepared by our consultants who concluded that there are no known impediments to the EIA permitting 
process. 
 
The Company has sufficient funds to carry out the work described above.  In February 2011, the Company closed a 
private placement of 15,000,000 units at $0.10 per unit for gross proceeds of $1,500,000 (see “Capital Resources” 
section). The Company also expects to raise additional funds later in 2011 to carry out further exploration 
campaigns on the newly converted operating licences in order to increase the resources potential of the Yusufeli 
property.  The Company is confident that share prices will be sufficiently buoyant to help in this financing 
endeavour which could include the exercising of warrants, as well as a private placement. 
 
On March 16, 2011, the Company announced that Dr. Peter Guest was no longer acting as President and Chief 
Executive Officer of the Company effective March 15, 2011.  It also advised that Bryan Morris resigned as a 
director of the Company with immediate effect.  The Company shall undertake a comprehensive search for Dr. 
Guest's successor. While the search proceeds, John Clarke, a director of the Company, will assume the role of 
interim Non-Executive Chairman of the Company. 
 
Selected Annual Financial Information 
 
The following table sets out selected consolidated financial information for the last three completed fiscal years: 
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As at or for the year ended  
December 31,   

    2010 2009 2008   

  Revenues $                –  $                –  $                –    
  Corporate general and administrative expenses 1,092,135 1,251,016 1,759,363   
 Restructuring costs – – –  
 Net loss for the year 1,149,948 1,262,728 1,133,482  
  Loss per share – basic and diluted 0.01  0.01  0.01    
  Total assets 17,788,566  17,957,623  19,449,444    
 Long-term liabilities – – –  
  Shareholders' equity 17,522,161  17,616,113  18,816,135   
 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, 
2010 

Sept 30, 
2010 

Jun 30, 
2010 

Mar 31, 
 2010 

     
 Revenues $             – $             – $             – $             – 

 Loss (326,596) (237,311) (289,344) (296,697) 

 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, 

2009 
Sept 30, 

2009 
Jun 30, 
2009 

Mar 31, 
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) 

 * Diluted loss per share equals basic loss per share as options and warrants are anti-dilutive. 
 
Results of operations 
 
Year ended December 31, 2010 compared to year ended December 31, 2009 
 
For the year ended December 31, 2010, the Company recorded a loss of $1,149,948 compared to a loss of 
$1,262,728 in 2009, a decrease of $112,780.  This decrease in loss was mainly the result of (A) the decrease in 
corporate general and administrative (“corporate G&A”) expenses of $158,881 (from $1,251,016 in 2009 to 
$1,092,135 in 2010); and (B) the decrease in foreign exchange losses of $32,267 (from $49,231 in 2009 to $16,964 
in 2010) due to the strengthening of the Canadian dollar against the US dollar.  These decreases in expenses were 
offset by (C) the decrease of interest income of $34,030 (from $37,519 in 2009 to $3,489 in 2010) due to a reduced 
cash balance in 2010 relative to 2009; and (D) the write-off of licences in 2010 of $39,120. 
 
The decrease in corporate G&A expenses was due mainly to (a) a decrease in stock-based compensation of $31,327 
due to less stock options being vested in 2010 than in 2009; (b) a decrease of professional fees by $64,967 due 
mainly to (i) legal fees incurred in 2009 of $15,736 in dissolving subsidiary companies; (ii) legal fees incurred in 
2010 of $10,228 which were classified as share-issue costs (a balance sheet item); (iii) tax-planning and interim 
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review fees incurred in 2009 totalling $15,873 and (iv) an over-accrual of 2009 audit fees of 10,764; (c) a decrease 
of $30,592 in consulting fees due to more consulting incurred in 2009 because of an attempted merger; and (d) a 
decrease in office, insurance and sundry expenses of $33,667 due to cut backs to office expenses in 2010 consisting 
mainly of (i) insurance premiums trimmed by $9,343; (ii) decrease in telephone usage of $3,115; and (iii) roll-back 
in general expenses of $10,606. 
 
Three months ended December 31, 2010 compared to three months ended December 31, 2009 
 
For the three months ended December 31, 2010, the Company recorded a loss of $326,596 compared to a loss of 
$320,996, in 2009, an increase of $5,600.   
 
This increase in loss was the result of (a) a write-off of licences in 2010 of $21,876; (b) an increase in foreign exchange 
loss of $10,632 due to the weakening of the Turkish Lira relative to the Canadian dollar; and (c) a decrease in interest 
revenue of $4,344 due to a smaller cash balance in 2010.  This increase in loss was offset by the decrease in corporate 
G&A expenses of $31,252 (from $317,819 in 2009 to $286,567 in 2010).  
 
The decrease in corporate G&A expenses was due mainly to (a) a decrease of $15,489 in professional fees mainly due 
to legal costs relating to the attempted merger incurred in 2009; and (b) a decrease in office, insurance and sundry 
expenses of $16,380 mainly due to trimming of insurance and office expenses in 2010. 
 
Mineral Properties 
 
To December 31, 2010, the Company had invested in mineral properties a total of $17,529,304 (2009 – $16,033,854) 
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 Madençilik A.S., a 
Turkish company. 
 
During the year ended December 31, 2010, the Company incurred $1,534,570 (budget – $1,730,000) in exploration 
expenditures on the Turkish properties, comprising $957,099 (budget - $1,316,000) on assaying, drilling, geological 
consulting, metallurgy, environmental baseline studies and related costs; $138,304 (budget - $68,000) on licensing, 
permits and legal fees and $439,167 (budget - $346,000) in project supervision, transportation and travel, and office 
and administrative costs.  The result for the period was a favorable variance of approximately $195,000 consisting 
mainly of technical work that had been budgeted but not done of $359,000, offset by $70,000 and $93,000 under-
budgeted amounts for licenses, permits and fees and office and administrative costs, respectively. 
 
Liquidity  
 
The Company had a working capital deficit of $73,050 as at December 31, 2010 compared to working capital of 
$1,386,233 as at December 31, 2009, a decrease of $1,459,283 mainly due to cash used in operating activities of 
$898,302 and investing in mineral properties of $1,626,249.  Such uses of funds were offset by the net private 
placement financing in 2010 of $1,024,617. In February 2011, the Company closed a private placement of 
15,000,000 units at $0.10 per unit for gross proceeds of $1,500,000 (see “Capital Resources” section). 
 
During the year ended December 31, 2010, total assets decreased by $169,057, from $17,957,623 at December 31, 
2009 to $17,788,566 at December 31, 2010.  Exploration expenditures increased by $1,495,450 from $16,033,854 as 
at December 31, 2009 to $17,529,304 as at December 31, 2010 (see “Mineral Properties” section).  Short-term 
investments and interest receivable decreased by $1,019,624 from $1,019,624 as at December 31, 2009 to $Nil as at 
December 31, 2010 to finance regular operating and investing activities.  Receivables, prepaid expenses and 
deposits decreased by $116,489, from $191,897 as at December 31, 2009 to $75,408 as at December 31, 2010, due 
mainly to the refund of value-added tax and the refund of an unused deposit to a supplier during the year. 
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Contractual Obligations 
 
As at December 31, 2010, the Company was committed to future minimum office rental payments as follows: 
 

2011    $  47,205 
2012  48,096 
2013  49,877 
2014  50,768 
2015  16,923 

   
     $212,869 

 
Capital Resources 
 
The Company’s authorized capital consists of an unlimited number of common shares without par value.  At  
December 31, 2010, the Company had 101,344,248 (2009 – 87,219,248) issued and outstanding common shares. 
 
In May 2010, the Company completed a non-brokered private placement for 14,125,000 common shares at $0.08 per 
share for total gross proceeds of $1,130,000.  Agents received 464,580 warrants convertible into one common share at 
$0.10 per warrant, expiring in May 2012.   In February 2011, the Company closed a private placement of 15,000,000 
units at $0.10 per unit for gross proceeds of $1,500,000.  Each unit consisted of one common share and one-half of one 
warrant, each whole warrant of which is exercisable at $0.14 per share for a period of twelve months.  The Company 
paid cash commissions equal to 7% of gross proceeds to a finder and issued 1,050,000 finder’s warrants with each 
finder’s warrant exercisable into one common share of the Company at $0.14 for a period of twelve months. 
 
At December 31, 2010, the Company had 464,580 warrants (2009 – Nil) outstanding with exercise price of $0.10 per 
warrant expiring in May 2012.  In March 2011, 352,080 of these warrants were exercised for total proceeds of $35,208. 
 
At December 31, 2010, the Company had 6,300,000 options (2009 – 6,080,000) outstanding with exercise prices 
ranging from $0.13 to $0.47 per share (2009 – $0.20 to $0.47) and expiring between February 2011 and January 2015.  
In January and February 2011, 500,000 of these options were cancelled, 400,000 expired and 600,000 were granted to 
new directors (at exercise prices of $0.11 and $0.16 and expiring in five years).  The options granted to new directors in 
January and February 2011 are subject to shareholder approval of the related stock option plan  at the Company’s 2011 
annual general meeting. 
 
As at March 16, 2011, the Company had 116,696,328 shares outstanding and 131,358,828 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 options is credited against the cost of the property.  Should commercial production 
commence, these costs will be amortized.  When a property is abandoned or when there is indication 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. 
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The Company’s financial assets and liabilities are cash, short-term investments and interest receivable and accounts 
payable and accrued liabilities.  The fair values of the financial instruments are estimated to be their carrying values 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 all 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. 

 
Future accounting pronouncements 

 
(a) 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 
pronouncements on its consolidated financial statements in fiscal 2011 in connection with the conversion to 
IFRS. 

 
(b) 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. 

 
(c) 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. 
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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 risks in the mining industry, metal price fluctuations and operating in foreign countries and currencies. 
 
(a) Inherent risks within the mining industry 
 

The commercial viability of any mineral deposit depends on many factors, not all 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, reductions in 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.  
 

(b) 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 
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 commercial risk hedges 
in place.   
 
The Company raises the majority 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 Lira may impact the Company’s financial 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 manageable and reasonable 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 
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regulatory characteristics of property rights in 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, 2010, the Company incurred accounting and management fees (included in 
professional fees) of $48,000 (2009 – $48,000) from a private company related by an officer in common; directors’ 
fees (included in compensation) of $17,250 (2009 – $27,000); rental income (included as recovery of expenses) of 
$3,600 (2009 – $3,600) from a party related to the President and CEO of the Company; and capitalized to mineral 
properties professional fees of $16,682 (2009 – Nil) and rental fees of $1,798 (2009 – Nil) from a Turkish firm related 
by a common director; and professional and administrative services of $14,419 (2009 – $64,624) from a firm of which 
a former officer of a subsidiary was a partner.  In 2010, a former director of the subsidiary of the Company earned 
$6,000 (2009 – Nil) in consulting fees (capitalized and included in exploration expenditures) relating to arranging and 
participating in business negotiations in Turkey. 
 
In May 2010, the Company closed a non-brokered private placement of 14,125,000 common shares at $0.08 per 
share for gross proceeds of $1,130,000 (see “Capital Resources” section).  A total of 382,000 common shares from 
the private placement were purchased by a private company controlled by a former director of the Company. 
 
Loans to purchase shares of the Company totalling $107,205 at December 31, 2009 owed by two directors, one of 
whom is also an officer of the Company, had been repaid in full in 2010. 
 
As at December 31, 2010, amounts totalling $54,436 (2009 – $44,354) were owed to directors and officers, a private 
company related by an officer in common, a former director of a subsidiary and a firm of which a former officer of a 
subsidiary was a partner. 
 
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. 
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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 financial instruments as follows: 
 

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

 
(a) Credit risk 
 

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 HST 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. 

 
(b) Liquidity risk 
 

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

 
 Accounts payable and accrued liabilities are due within the current operating period. 

 
(c) 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 rate risk 

 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates.  The risk that the Company will realize a loss as a result 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 $1,000.   
 
The Company holds most of its funds in Canadian dollars and has the majority of its exploration expenditures in 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. 
 
Under CICA Handbook Section 3862 – “Financial Instruments – Disclosure”, the Company is required 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 
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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. 
 
(ii) 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 liabilities 
in active markets or indirectly such as quoted prices for identical assets or liabilities in markets with insufficient 
volume or infrequent transactions. 

 
(iii) Level 3 – Applies to 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 all 
of the other financial instruments approximate their current fair values because of their nature and respective 
maturity dates or durations. 
 
Evaluation of Disclosure Controls and Procedures 
 
Disclosure controls and procedures are designed to provide reasonable assurance that all relevant information is 
gathered and reported to senior management, including the Company’s Chief Executive Officer and Chief Financial 
Officer, on a timely 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, 2010, 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, 2010, 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 a timely basis. 
 
Changes in 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’s internal control over financial reporting during the three months ended December 31, 2010 
that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over 
financial reporting.  As of December 31, 2010, the Company’s internal control over financial reporting was 
effective. 
 
International Financial Reporting Standards 
 
On February 13, 2008, the Canadian Accounting Standards Board (“AcSB”) confirmed the mandatory change-over 
date to International Financial Reporting Standards (“IFRS”) for Canadian profit-oriented publicly accountable entities 
(“PAE’s”) such as the Company. 
 
The AcSB requires that IFRS compliant financial statements be prepared for annual and interim financial statements 
commencing on or after January 1, 2011.  For PAE’s with a December 31 year-end, the first unaudited interim financial  
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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 also 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 financial 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.  
 
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, IAS 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 Translation 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. 
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Given that the Company will apply the IFRS 1 exemptions noted above, the Company has thus far identified one 
adjustment to the December 31, 2009’s financial 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 $3,362,000 relates to “Equity settled 
employee benefit reserve”; approximately $1,873,000 relates to “Reserves due to convertible debt”; and 
approximately $1,064,000 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 $6,299,000. 
 
During the year ended December 31, 2010, the Company has identified these adjustments: 
 
a) “Contributed surplus” versus various reserves in equity 
 
As at December 31, 2010, a reclassification would be necessary in the equity section between “Contributed surplus” 
and the various reserve accounts totalling approximately $6,400,000 by breaking down the “Contributed surplus” 
into these components:  approximately $3,400,000 relates to “Equity settled employee benefit reserve”; 
approximately $1,900,000 relates to “Reserves due to convertible debt”; and approximately $1,100,000 relates to 
“Reserves for agents’ options”. 
 
b) Share-based payment transactions 
 
IFRS 2, similar to Canadian Generally Accepted Accounting Principles (“Canadian GAAP”), requires the Company 
to measure share-based compensation related to share purchase options granted to employees at the fair value of the 
options on the date of grant and to recognize such expense over the vesting period of the options.  However, under 
IFRS 2, the recognition of such expense must be done with a “graded vesting” methodology as opposed to the 
straight-line vesting method allowed under Canadian GAAP. 
 
The adjustments were calculated only for unvested options issued and outstanding as of and after January 1, 2010, 
the Transition Date.   During the year ended December 31, 2010, the share-based compensation related to the share 
purchase options granted during the period were approximately the same as under Canadian GAAP. 
 
c) Cumulative Translation differences 
 
For the year ended December 31, 2010, the “foreign currency translation” in the “shareholders’ equity” decreased by 
approximately $13,000 while the deficit increased by approximately $13,000 as a result of recording the cumulative 
translation differences in the Statement of Equity under IFRS as opposed to the Statement of Operations under 
Canadian GAAP. 
 


