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The following is the management discussion and analysis (“MD&A”) of the financial condition and results of operations of
Spanish Mountain Gold Ltd. (“Spanish Mountain” or the “Company”). This MD&A should be read in conjunction with the
audited consolidated financial statements, including the notes thereto, of the Company for the years ended December 31,
2009 and December 31, 2008.

The accompanying audited consolidated financial statements and related notes are presented in accordance with Canadian
generally accepted accounting principles. These financial statements, together with the following management’s discussion
and analysis dated April 23, 2010 (“Report Date”), are intended to provide investors with a reasonable basis for assessing
the financial performance of the Company as well as potential future performance. Please refer to the cautionary notices
at the end of this MD&A, especially in regard to forward looking statements. All dollar amounts are in Canadian dollars
unless otherwise noted.

Additional information relating to the Company including the Company’s audited consolidated financial statements may be
found on SEDAR at www.sedar.com. or by visiting the Company’s website at www.spmtngold.com.

Overall Performance

Spanish Mountain Gold Ltd. is an exploration stage company engaged in the acquisition, exploration and development of
mineral properties. The Company’s primary asset is the Spanish Mountain property located approximately 180 kilometres
north of Kamloops, British Columbia. The SHG (Sediment Hosted Gold) property group, which is both on trend and with
similar geological setting to the Spanish Mountain property, is also a focus of exploration.

Under the Plan of Arrangement Agreement with Wildrose Resources Ltd. (“Wildrose”) effective June 27, 2008, the
Company acquired 100% of the issued and outstanding common shares of Wildrose, thereby, acquiring Wildrose’s 30%
interest in the Spanish Mountain property. The fair value of the Company’s shares was used to determine the purchase
price. The acquisition was accounted for using the purchase method of accounting at the date of signing of the definitive
agreement. The allocation to the Spanish Mountain mineral property interests acquired amounted to $26,165,882.

In early 2009, the Company announced an updated resource estimate (NI 43-101 compliant) for the Main zone at the
Spanish Mountain project. The updated measured and indicated gold resource is 102.26 million tonnes at an average grade
of 0.785 g/t (2.58 million ounces gold) and an inferred resource of 11.65 million tonnes at an average grade of 0.787 g/t
(290,000 ounces gold), in each case based on a cut-off grade of 0.50 g/t gold. This updated resource represents an increase
of 47% when compared to the initial resource estimate previoulsy completed on April 3, 2008. The expansion of the Main
Zone was driven by the efforts of the 2008 diamond drilling program.

The updated resources calculated using various cut-off grades are shown as follows:

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

Classification Gold Cut-off (g/t) Tonnes Gold (g/t) Gold (ounces)
Measured 0.50 44,260,000 0.826 1,180,000
Indicated 0.50 58,000,000 0.754 1,410,000

Measured & Indicated 0.50 102,260,000 0.785 2,580,000
Inferred 0.50 11,650,000 0.787 290,000

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

Classification Gold Cut-off (g/t) Tonnes Gold (g/t) Gold (ounces)
Measured 0.70 23,300,000 1.038 780,000
Indicated 0.70 24,910,000 0.977 780,000

Measured & Indicated 0.70 48,210,000 1.007 1,560,000
Inferred 0.70 5,790,000 0.979 180,000
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The Main Zone updated resource estimate at a cut-off grade of 0.3 g/t gold is as follows:

Classification Gold Cut-off (g/t) Tonnes Gold (g/t) Gold (ounces)
Measured 0.30 77,110,000 0.641 1,590,000
Indicated 0.30 133,610,000 0.547 2,350,000

Measured & Indicated 0.30 210,710,000 0.581 3,940,000
Inferred 0.30 24,760,000 0.574 460,000

During the twelve month period ending December 31, 2008 the Company raised gross proceeds of $11,031,600 through a
short form prospectus offering. The Company issued 5,000,000 units and 13,386,000 flow-through common shares. Each
unit was priced at $0.60 and consisted of one common share and one-half of one common share purchase warrant. Each
full warrant is exercisable at a price of $0.70 for a period of 24 months from closing. Each flow-through share was priced at
$0.60. Under the agent’s over-allotment option, the Company raised gross proceeds of $43,200 by issuing 360,000 share
purchase warrants at a price of $0.12 per share purchase warrant.

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

Administrative costs for the year total $1,281,960 which represents a 22.3% decrease over administrative costs for the
same period in 2008 ($1,649,752). Most of the decrease is due to costs associated with legal $37,604 (2008 - $144,884),
and consulting fees $77,012 (2008 - $271,164). This decrease is primarily a result of the Company’s reduced corporate and
exploration activity in comparison to the same period in 2008.

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

On October 13, 2009, the Company announced the appointment of Donald Sharp, CA to the Board of Directors. Mr. Sharp
has a strong accounting background and has worked in the mining industry since 1966. He is also the CFO for Eastfield
Resources. Ltd., Cariboo Rose Resources Ltd. and Lorraine Copper Corp.

In January 2010, the Company received approval from the TSX Venture Exchange to effect its name change from Skygold
Ventures Ltd. to Spanish Mountain Gold Ltd.

In February 2010, the Company appointed Stuart Morris as Vice President, Development Geology and Larry Yau as Chief
Financial Officer upon the resignation of Paddy Nicol as Chief Financial Officer, Scott Weekes as Vice President, Exploration
and David McCue as Secretary. In addition, Mr. Weekes and Douglas Fulcher resigned as directors of Board. The Company
also appointed Dale Corman as a new director. Mr. Corman has 30 years experience as a senior corporate officer of
publicly listed companies in Canada and the United States. From 1995 to 2006, Dale was Chairman of the Board of
Directors and Chief Executive Officer of Western Silver Corporation. He is currently President and Chief Executive Officer of
Western Copper Corporation.

On February 25, 2010, the Company closed a private placement in which a total of 15,152,000 common share units were
issued at a price of $0.33 per unit for gross proceeds of $5 millions. Each unit consisted of one common share and one
share purchase warrant of the Company. Each warrant entitles the holder to purchase one common share for a period of
three years at a price of $0.42.
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Selected Annual Information

The selected annual consolidated information set out below has been derived from and should be read in conjunction with
the Company’s audited consolidated financial statements prepared in accordance with Canadian GAAP (in Canadian
dollars):

Revenues $ Net Income/ Earnings (Loss) per Total Assets Long term Cash
(Loss) share S Liabilities Dividends
$ s s
2009 - (607,406) (0.01) 58,428,730 8,541,212* -
2008 - (639,278) (0.01) 55,582,805 7,234,062* -
2007 - 868,687 0.02 21,558,982 1,470,522* -

*Future income tax liability

In fiscal 2007, the Company raised $3,634,112 through private placements and the exercise of share purchase warrants.
While the increase in exploration activities of the Company has resulted in a significant increase in operational expenses for
management support, consulting services and investor relations costs, a future income tax recovery of $1,759,878 offset
the loss for the year in 2007.

In 2008, the significant increase in assets over the prior year was the result of the merger completed with Wildrose
acquiring Wildrose’s 30% interest in the Spanish Mountain property. The fair value of the Company’s shares was used to
determine the purchase price. The acquisition was accounted for using the purchase method of accounting at the date of
signing of the definitive agreement. The allocation of fair value to the Spanish Mountain mineral property interests
acquired amounted to $26,165,882.

For the year ended December 31, 2008, a future income tax recovery in the amount of $887,581 and interest income of
$122,893 partially offset the significant administrative expenses incurred in 2008. At December 31, 2008, the Company
had $2,755,995 of British Columbia Mineral Exploration Tax Credit receivable, which is calculated at 30% of qualified
mineral exploration expenditures incurred in the province. Most of the tax credit remains outstanding at the 2009 fiscal
year-end pending a final audit by the tax authorities, which should be complete during the second quarter of 2010.

For the year ended December 31, 2009, a future income tax recovery of $700,750 offset a pre-tax loss of $1,308,156
reducing the net loss to $607,406 for the year. At December 31, 2009, the Company had $1,818,568 of British Columbia
Mineral Exploration Tax Credit receivable and Mineral properties of $52,455,585 resulting from additional capitalized
exploration expenditures.

Mineral Properties

Spanish Mountain

Spanish Mountain is located in south-central B.C. near the historic placer mining town of Likely, approximately 15
kilometres northeast of the Mount Polley mine and 30 kilometres north of Cariboo Rose Resource’s Woodjam project. The
property covers 161 mineral claims (4,000 hectares) and two placer claims.

Over the past four years the exploration programs at Spanish Mountain have focused on expanding the known zones of
gold mineralization. A gold bearing trend has been projected for over 2000 metres in length by 600 metres wide and
remains open to the north, south and at depth. Much of the drilling between 2005 and 2008 concentrated on exploring the
Main Zone, which has the potential of being mined in bulk. Coinciding with this work exploration drilling tested surrounding
geochemical and geophysical anomalies. The 2009 drill program was designed to gather larger diameter core samples in
main mineralized zone of the deposit for metallurgical samples, continue testing the limits of the mineralization along the
north and south trend of the deposit, and test mineralization at depth. Limited drilling was carried out in the Cedar Creek
and Placer areas to test geochemically anomalous gold zones.
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During the program 13,767 metres of diamond core drilling was completed; 9088 meters of NQ core was drilled for
exploration and deposit delineation and 4671 metres of HQ core drilled for the metallurgical samples. The program was
successful in finding continued mineralization north and south of the Main Zone. Additional drilling is under consideration
to follow up on these results.

The large diameter (HQ) core samples are being used for ongoing metallurgical tests. Besides using these samples for
metallurgical tests, the sensitivity of the gold assays of the larger diameter core, i.e. a larger sample size, was evaluated
against assays results from the smaller NQ core samples. Further, 150 HQ core samples were used to compare our
standard fire assays procedure to a total gold assay procedure. The total gold assay procedure utilized gravity, cyanide
leach and fire assay to recover maximum possible gold from the entire core sample.

A new property scale surface geology map has been compiled incorporating previous mapping, reinterpretation of the
previous mapping, and the 2009 mapping. The geologists mapped new exposures, field checked previous and reinterpreted
many areas.

As part of this work the Imperial Metals pit and neighbouring trenches were geologically mapped and chip/channel
sampled.

Other work on the property included re-excavation and detailed mapping of and collection of 149 soil samples in the
southern part of the property.

Continued property wide exploration using the structural model developed at the Main Zone is under study. For the 2010
geology program 8000 metres of core drilling, more grid geochemical soil sampling, and waste rock characterising work is
being considered.

SHG Property Group, B.C.

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

The land package was acquired from the Hunter Exploration Group (“HEG”). Utilizing geological, geochemical and
geophysical data, HEG targeted areas with a similar geological setting to the Spanish Mountain deposit. Under the terms of
the agreement the Company has made a one time payment to HEG of $300,000 and has issued 525,000 units. Each unit
consists of one common share of the Company and one share purchase warrant. The warrants are convertible over a two
year period at $1.60 in year one and $2.00 in year two. HEG will retain a 2% NSR (Net Smelter Royalty), of which the
Company can buy back 1% for $1,000,000.

A trenching program was also initiated on the Prince George property to test a gold anomaly that was discovered through a
regional silt sampling program with follow-up soil sampling

1. Manson Creek Property

Results of the 2006 heavy mineral sampling program identified 12 drainages strongly anomalous in gold as well as a
number of weaker gold anomalies and, on separate drainages, a strong platinum anomaly and a strong palladium
anomaly.

Geochemical sampling in 2007 has outlined a large area (approximately 5 kilometres by 4 kilometres) of anomalous
gold trends parallel to major geological contacts and structures. Contact parallel mineralization is recognized at the
Company’s Spanish Mountain Project and is a common element in many large Sediment Hosted Vein (“SHV”)
deposits around the world. The anomalies occur in discrete trends parallel to major geological contacts and
structures and are composed of multiple or single point anomalies greater than 40 ppb gold with spot values as high
as 766 ppb or 0.76 g/t gold.
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In September, 2008 an airborne geophysical survey was flown over a portion of the Manson Creek property. Results
from the geophysical survey, along with the 2007 geochemical sampling were used to plan and complete an 8 hole
1585 metre drill program. The drill program was successful in indentifying alteration zones within favorable host
rocks, but did not return any significant gold intercepts. In light of the results, the Company did not perform a
material amount of work during 2009 and is evaluating its future program for this property.

2. Prince George Property

Work conducted by the Company in 2006 outlined anomalous to strongly anomalous gold values in stream
sediments and soil sampling. In 2007, follow-up soil sampling on a detailed grid has outlined a large gold soil
geochemical anomaly with values up to 935 ppb or 0.935 g/t gold. The anomaly covers the entire 300 x 350 metre
grid so the ultimate size of the anomaly is still unknown. Reconnaissance panning on the property has returned
angular coarse gold grains indicating a very near source for the gold mineralization. Recent silt sampling in this area
has returned gold values as high as 14092 ppb or 14.092 g/t gold. This anomaly is part of an anomalous gold trend,
defined by silt, till and soil samples at least 4 kilometres long and remains open.

During September, 2008 a hand pitting program was completed to further test the nature of the gold mineralization
within the large geochemical anomaly. Hand dug samples were run through a sluice box on site, partially panned
and the concentrates sent to a lab for analysis. The results indicate that free gold in very low concentrations is
present within a sandy till that underlies the anomaly. No further work was completed on this property in 2008.
The 2009 program only consisted of trenching, sampling and geological mapping.

3. Thunder Ridge (Spanish Creek) Property

Results from 2006 work identified a gold soil anomaly up to 700 metres wide with values ranging from 20 ppb to 500
ppb which was traced over a length of 800 metres and remains open in all directions. This anomaly occurs in the
same area where historical work indentified a significant gold geochemical anomaly extending 1500 metres by 600
metres. Reconnaissance sampling in other areas of the property has identified additional gold soil anomalies and a
strong heavy mineral anomaly in drainage in the Bosk Lake area.

In 2007 the area of the large soil anomaly was trenched and sampled, plus addition rock samples were taken. The
results indicated the soil anomaly from a local source. Trenching uncovered boulders, thought to be near bedrock,
of argillite with quartz veining and sulphide mineralization. The 2007 work further defined a northeast — southwest
trend to the soil anomaly.

A 2008 drilling program tested the bedrock beneath the soil geochemical anomaly. In total, 7 holes in 1555 metres
were completed. Five of the holes intersected gold mineralization with the most significant being hole SC005 which
intersected 2.5 metres of 45.49 g/t gold including 0.5 metres of 233 g/t gold. This hole lies within a mineralized
corridor 450 metres wide and extending to the northeast 750 metres. Within this corridor were indications of
several sub-parallel gold bearing structures.

Encouraged by the high grade gold and silver intercepts in 2009, the Company drilled 4,869 metres at Thunder Ridge
(Spanish Creek). The more favourable results from the 16 holes are listed below.

I Hole SC019 intersected 19.30 g/t gold over 1.5 metres and 0.67 gold g/t over 21.40 metres including
0.87 g/t gold over 14.50 metres.

9 Hole SC021 intersected 1.42 g/t gold over 14.75 metres including 4.54 g/t gold over 3.80 metres and

7.05 g/t silver over 1.25 metres.

Hole SC022 intersected 0.61 g/t gold over 21.50 metres.

Hole SC023 intersected 0.80 g/t gold over 38.30 metres including 1.03 g/t gold over 26.0 metres also

including 5.33 g/t gold over 1.50 metres.

= =9

With this drilling the gold mineralization has been encountered along 800 metres of the 1.5 kilometre long
geochemical soil anomaly. The Company believes that there is potential to expand this mineralized corridor even
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further to the north and south. A second soil anomaly immediately west of the main corridor has been tested by
one hole (SC020). Three hundred metres northeast of the main corridor hole SC023 intercepted 0.80 g/t gold over
38.30 metres at 250m deep. This intercept indicates the potential for of gold mineralization at depth and lateral of
the main anomaly. The Company is planning for further drilling in 2010 to follow up these results and to test
geophysical targets generated from an airborne geophysical survey completed in the fall of 2009.

Results of Operations

General and administrative expenses for the year ended December 31, 2009 totaled $1,281,960 representing a decrease of
22.3% over 2008 ($1,649,752). In 2008, the higher expenses were primarily related to the Company’s corporate activity in
connection with the business combination with Wildrose Resources Ltd. and the marketing efforts in connection with the
short form prospectus financing during that year.

Interest income totaled $68,242 for the year ended December 31, 2009 and was $54,651 lower than that earned during
2008 ($122,893). The interest income was derived from funds invested in short-term Guaranteed Investment Certificates
(GICs) and Bankers Acceptances. The lower interest income earned during the year reflected the declining interest rates
environment and lower average cash balance relative to that in the prior year. The Company had no exposure to Asset
Backed Commercial Paper.

On June 27, 2008, the Company completed the business combination with Wildrose whereby all of the issued and
outstanding shares of Wildrose were acquired by the Company on the basis that shareholders received 0.82 common
shares of the Company in exchange for 1.0 common share of Wildrose. In accordance with section 1581 of the Canadian
Institute of Chartered Accountant Handbook , the Company valued the transaction based on the value assigned to each
share issued by the Company based on the average closing market price of the Company’s shares over the two-day period
before and after March 6, 2008, the date the definitive agreement was signed and announced. Using the purchase method
of accounting, the purchase consideration amounted to $20,110,356.

On June 29, 2009, the Company announced that it has agreed to grant 2.8 million employee incentive stock options at an
exercise price of $0.25 per share for a period of five years. In October, 2009, the Company granted 700,000 stock options
to directors of Board at an exercise price of $0.29 per share expiring October 12, 2014.

Summary of Quarterly Results

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

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

December 31, 2009 Nil 268,251 0.00

September 30, 2009 Nil (255,481) (0.00)
June 30, 2009 Nil (368,613) (0.00)
March 31, 2009 Nil (251,563) (0.00)
December 31, 2008 Nil 540,010 0.01

September 30, 2008 Nil (377,150) (0.00)
June 30, 2008 Nil (408,834) (0.01)
March 31, 2008 Nil (393,304)* (0.01)

*Re-stated

Fluctuations in the Company’s expenditures reflect the seasonal variations of exploration and the ability of the Company to
raise capital for its projects. For example, most exploration activities occur in the summer months with an attendant
increase in greater general and administrative expenses over the same period. Periods ending in December typically have
fourth quarter adjustments resulting from future income tax recoveries or stock based compensation amounts for incentive
stock options or warrants.
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While most periods incur losses given that the Company is currently at a development/ exploration stage, the net income
reported for the quarter ended December 31, 2008 resulted from a future income tax recovery of $887,581 that exceeded
the expenses for the quarter. Similarly, the net income of $268,249 reported for the quarter ended December 31, 2009
resulted from a future tax recovery of $700,750 recorded during the quarter.

Liquidity and Capital Resources

As December 31, 2009, the Company had working capital of $4,237,412 (2008 - $6,422,373), which includes $2,665,696 in
cash and $1,818,568 in BC mining exploration tax credit receivable. The filings for the tax credit dating 2007, 2008 and
2009 are being audited by the tax authorities and the refund is expected to be received during the second quarter.
However, subject to the findings of the tax audit, the amount ultimately receivable from Canada Revenue Agency may be
different from that recorded at the year end. The current working capital balance, along with the gross proceeds of
$5,000,160 from a private placement completed on February 25, 2010, is expected to sufficiently meet the Company’s
planned expenditures for the 2010 fiscal year. The Company is at a development stage and has no revenue from its
business operations. The Company’s ability to meet its future obligations and maintain operations is contingent upon
successful completion of additional financing arrangements. Although the Company has been successful in raising funds in
the equity markets to date, there can be no assurance that additional funding will be available in the future.

At December 31, 2009, the Company had 22,503,809 warrants outstanding with a weighted average exercise price of $0.32
and 7,965,300 options outstanding with a weighted average exercise price of $0.86. If these instruments are exercised by
their holders, they will provide additional funding for the Company. However, there is no assurance that holder s of these
instruments will choose to exercise prior to their expiry dates. The decision to exercise is dependent largely on the
prevailing share price of the Company’s common stock relative to the strike prices of these instruments.

Transactions with Related Parties

As in prior years, the Company conducts the majority of its administrative and exploration activities through an exploration
services contractor in which a director is a principal. For the year ended December 31, 2009, the Company was charged
$369,775 (2008 - $332,975) for contract wages and administrative and management services; $3,753,476 (2008 -
$12,816,574) for exploration costs; $61,414 (2008 - $54,583) for rental of premises; $3,389 (2008 - $171,772) for property
costs and equipment and $238,289 (2008 - $235,554) for the reimbursement of general and administrative expenses by the
contractor. As at December 31, 2009, $178,844 (2008 - $405,791) was owed to the contractor and included in accounts
payable.

For the year ended December 31, 2009, the Company paid $25,899 (2008 - $32,971) to a director for consulting fees.
All advances to and amounts due from (to) related parties have repayment terms similar to the Company’s other accounts
receivable (payable) and are without interest being charged. All of the above transactions and balances are in the normal

course of operations and are measured at the exchange amount, which is the amount agreed to by the related parties.

Financial Instruments and Other Instruments

The Company has classified its financial instruments as follows:

. Cash and term deposits as held-for-trading;

. Amounts receivable (excluding taxes receivable) as loans and receivables;
. Deposit for reclamation and security deposit as held-to-maturity; and

. Accounts payable and accrued liabilities as other financial liabilities

The carrying values of cash and term deposits, amounts receivable and accounts payable (excluding due to related parties),
approximate their fair values due to the short-term maturity of these financial instruments. The carrying value of
reclamation deposits approximates fair value since amounts held earn interest at market rates. The fair values of amounts
due to related parties have not been disclosed as their fair values cannot be reliably measured since there are no quoted
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market prices for such amounts. However, outstanding balances have been settled at carrying values and usually within a
month from transaction or billing date.

The Company’s risk exposure and the impact on the Company’s financial instruments are summarized below.
(a) Credit risk

Credit risk refers to the potential that a counter party to a financial instrument will fail to discharge its contractual
obligations and arises principally from the Company’s holdings of cash and term deposits. The Company manages credit
risk, in respect of cash and term deposits, by purchasing highly liquid, short-term investment-grade securities held at a
major Canadian financial institution. In regards to amounts receivable, the Company is not exposed to significant credit
risk.

Concentration of credit risk exists with respect to the Company’s cash and term deposits as all amounts are held at a single
major Canadian financial institution.

(b) Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as they become due.
The Company manages its liquidity risk by forecasting cash flows from operations and anticipated investing and financing
activities. The Company maintains sufficient cash at December 31, 2009 in the amount of $2,665,696 and receivables of
$1,938,045 in order to meet short-term liabilities. At December 31, 2009, the Company had accounts payable and accrued
liabilities of $404,741, which will be paid in the first quarter of fiscal 2010. The Company completed a private placement in
February 2010 for gross proceeds totalling $5,000,160 to meet its administrative overhead costs and further exploration
activities on its mineral properties in 2010, including required flow-through exploration expenditure obligations.

(c) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. The Company is exposed to interest rate and foreign currency risk as follows:

(i) Interest rate risk

The Company’s cash held in bank accounts earns interest at variable interest rates. Due to the short-term nature of these
financial instruments, fluctuations in market rates do not have a significant impact on estimated fair values as of December
31, 20009.

(ii) Foreign currency risk

The Company’s operations are located in Canada with all transactions substantially in Canadian dollars and, accordingly, the
Company is not exposed to significant foreign currency risk.

Proposed Transactions

There are no proposed transactions.

Fourth Quarter Adjustments

Significant adjustments include the adjustment for stock based compensation of $90,213, a future income tax recovery of
$700,750 and the future income tax effect relating to the flow-through share issue of $2,007,900.
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Outstanding Share Data

The Company had the following common shares, stock options and warrants outstanding:

At year-end At report date
Common shares 106,853,324 122,102,824
Stock options 7,965,300 9,992,800
Warrants 22,503,809 37,580,809
Fully Diluted shares outstanding 137,322,433 169,676,433

Off-balance Sheet Arrangements

The Company has no off-balance sheet arrangements.

Disclosure Controls and Internal Controls over Financial Reporting

The Company’s President & Chief Executive Officer (CEO) and Chief Financial Officer (CFO) are responsible for establishing
and maintaining disclosure controls and procedures and internal controls over financial reporting for the Company.

In accordance with the requirements of Multilateral Instrument 52-109, Certification and Disclosure in the Company’s
annual and interim filings, evaluations of the design and operating effectiveness of disclosure controls and procedures and
the design effectiveness of internal control over financial reporting were carried out under the supervision of the CEO and
CFO as of the end of the period covered by this report.

The CEO and CFO have concluded that the design and operation of disclosure controls and procedures were adequate and
effective to provide reasonable assurance that material information relating the Company would have been known to them
and by others within those entities. The CEO and CFO have also concluded that the Company’s internal controls over
financial reporting are designed effectively, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles.

While there were no changes that occurred for the most recent fiscal period that have materially affected the Company’s
internal control procedures, the CEO and CFO will continue to attempt to identify areas to improve controls and intend to
incorporate such improvement over the next fiscal period.
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In February 2008, the Accounting Standards Board of the CICA confirmed that IFRS will replace Canadian GAAP for publicly
accountable enterprises for fiscal years beginning on or after January 1, 2011. As a result, the conversion from Canadian
GAAP to IFRS will be applicable to the Company’s reporting for the first quarter of fiscal 2011 for which current and
comparative information will be prepared on an IFRS basis. In light of these requirements, the Company has developed an
IFRS transition project plan.

The policy plan for transition is as follows:
Policy development and implementation policy decisions IFRS
Transition goal: Identify differences in relevant Canadian GAAP and existing accounting policies,

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

Infrastructure modifications

Transition goal: Staff trained in IFRS requirements and new Global policies. Ensure accounting software
selection, ledger accounts used and reporting procedures are sufficient to meet requirements of IFRS
policy and reporting.

Status: Key employees and officers have been trained. Additional training for management, Board and
other stakeholders will be ongoing throughout the convergence period.

Business activities and contracts

Transition goal: IFRS compliant financing contracts and other contractual arrangements, which extend
past January 1, 2010. Contract modifications and re-negotiations completed as necessary.

Status: A review of contracts is planned to start in the next three months. Management is
considering IFRS implications in current business negotiations

To date, management has identified potential adjustment or modified disclosure that may be required on the Company’s
material financial statement items as follows:

Mineral Properties—further research is required to determine appropriate capitalization policy under IFRS. Enhanced
disclosure may be required without significant changes to the recognized values expected.

Property and Equipment—no significant adjustment is expected to carrying amounts. Depreciation and amortization are
recorded for individual components of assets, which may require reviewing and segregating certain historical costs of fixed
assets in the Company’s accounting systems. Basis of calculating depreciation/ amortization charges may be different. At
the date of the transition, revaluation of assets to fair value is permitted.

Reclamation Deposits—IFRS requires such costs be recorded on a discounted basis and be capitalized as a part of the
related tangible assets. Any adjustment to the carrying value will likely be immaterial given the low balance. The amount
may be included under other tangible assets.

Stock-based compensation—IFRS requires stock-based compensation to be recognized on a graded vesting basis with each
tranche being treated as a separate grant and the related stock-based compensation being recognized on a straight-line
basis over each vesting period resulting in the amount of stock-based compensation decreasing as more stock options vest.
IFRS also requires forfeitures to be estimated at the date of grant and not accounted for as they occur as is under Canadian
GAAP.

Critical Accounting Estimates

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

Changes in Accounting Policies and Initial Adoption

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

a) The Company paid $51,000 to the original vendors of the Agreement for the Spanish Mountain property.

b) OnlJanuary 5, 2010, the Company granted 150,000 stock options at a price of $0.28 per common share expiring
January 5, 2015.

c) OnlJanuary 27, 2010, the Company granted 650,000 stock options at a price of $0.36 per common share expiring
January 27, 2015.

d) On February 10, 2010, the Company granted 300,000 stock options at a price of $0.36 per common share expiring
February 9, 2015

e) On February 17, 2010, the Company granted 1,100,000 stock options at a price of $0.37 per common share
expiring February 17, 2010

f)  On February 25, 2010, the Company completed a private placement and issued 15,152,000 units at a price of
$0.33 per unit for net proceeds of $4,973,568. Each unit consists of one common share and one share purchase
warrant of the Company. Each warrant will entitle the holder to purchase one common share for a period of
three years at a price of $0.42 per share.

g) On March 8, 2010, the Company granted 150,000 stock options at an exercise price of $0.43 per common share
expiring March 8, 2013.

Other Requirements

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

Risks and Uncertainties

The Company’s principal activity is mineral exploration and development. Companies in this industry are subject to many
and varied kinds of risks, including but not limited to, environmental, metal prices, political and economical.

Although the Company has taken steps to verify the title to mineral properties in which it has an interest, in accordance
with industry standards for the current stage of exploration of such properties, these procedures do not guarantee the
Company’s title. Property title may be subject to unregistered prior agreements or transfers and title may be affected by
undetected defects.

The Company has no significant source of operating cash flow and no revenues from operations. None of the Company’s
mineral properties currently have reserves. The Company has limited financial resources. Substantial expenditures are
required to be made by the Company to establish ore reserves.

The property interests owned by the Company, or in which it has an option to earn an interest are in the exploration stages
only, are without known bodies of commercial mineralization and have no ongoing mining operations. Mineral exploration
involves a high degree of risk and few properties, which are explored, are ultimately developed into producing mines.
Exploration of the Company’s mineral properties may not result in any discoveries of commercial bodies of mineralization.
If the Company’s efforts do not result in any discovery of commercial mineralization, the Company will be forced to look for
other exploration projects or cease operations.

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

The Company’s consolidated financial statements for the year ended December 31, 2009, and this accompanying MD&A
contain statements that constitute “forward-looking statements” within the meaning of National Instrument 51-102,
Continuous Disclosure Obligations of the Canadian Securities Administrators. Forward-looking statements often, but not
always, are identified by the use of words such as “seek”, “anticipate”, “believe”, “plan”, “estimate”, “expect”, “targeting”
and “intend” and statements that an event or result “may”, “will”, “should”, “could”, or “might” occur or be achieved and
other similar expressions. Forward-looking statements in this MD&A include statements regarding the Company’s future
exploration plans and expenditures, the satisfaction of rights and performance of obligations under agreements to which
the Company is a part, the ability of the Company to hire and retain employees and consultants and estimated
administrative assessment and other expenses. The forward-looking statements that are contained in this MD&A involve a
number of risks and uncertainties. As a consequence, actual results might differ materially from results forecast or
suggested in these forward-looking statements. Some of these risks and uncertainties are identified under the heading
“RISKS AND UNCERTAINTIES” in this MD&A. Additional information regarding these factors and other important factors that
could cause results to differ materially may be referred to as part of particular forward-looking statements. The forward-
looking statements are qualified in their entirety by reference to the important factors discussed under the heading “RISKS
AND UNCERTAINTIES” and to those that may be discussed as part of particular forward-looking statements. Forward-
looking statements involve known and unknown risks, uncertainties, assumptions and other factors that may cause the
actual results, performance or achievements of the Company to be materially different from any future results,
performance or achievements expressed or implied by the forward-looking statements. Factors that could cause the actual
results to differ include market prices, exploration success, continued availability of capital and financing, inability to obtain
required regulatory approvals and general market conditions. These statements are based on a number of assumptions,
including assumptions regarding general market conditions, the timing and receipt of regulatory approvals, the ability of the
Company and other relevant parties to satisfy regulatory requirements, the availability of financing for proposed
transactions and programs on reasonable terms and the ability of third-party service providers to deliver services in a timely
manner. Forward-looking statements contained herein are made as of the date of this MD&A and the Company disclaims
any obligation to update any forward-looking statements, whether as a result of new information, future events or results
or otherwise. There can be no assurance that forward-looking statements will prove to be accurate, as actual results and
future events could differ materially from those anticipated in such statements. Accordingly, readers should not place
undue reliance on forward-looking statements.



