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Management’s Discussion and Analysis
For The Three Months Ending March 31, 2010 and 2009
(expressed in United States Dollars – except as noted otherwise)
1.

INTRODUCTION

Mundoro Capital Inc. (the “Company” or “Mundoro Capital”), is a Canadian based, mineral exploration,
development and investment company. Mundoro Mining Inc. (“Mundoro Mining” or “MMI”) is a wholly owned
subsidiary of the Company. The following management’s discussion and analysis (“MD&A”), prepared as of May 4,
2010, should be read in conjunction with the unaudited interim Consolidated Financial Statements for March 31,
2010 and March 31, 2009 and the related notes, and MD&A for the year ended December 31, 2009. The
consolidated financial statements and the related notes have been prepared in accordance with Canadian generally
accepted accounting principles. This document has been reviewed by the Audit Committee of the Board of
Directors of the Company and has been approved by the Board of Directors. All amounts are expressed in United
States dollars unless otherwise indicated.
2.

SUMMARY OF ACTIVITIES

In the first quarter of 2010, the Company focused on: (i) MMI’s efforts to renew the business license for its Chinese
joint venture company, Tianli Liaoning Mining Company (“Tianli”), which has been outstanding since August 2005,;
and (ii) the evaluation of new projects for the Company for the purpose of acquiring new assets.
On March 31, 2010, the Company was in a financially strong position with $11,380,945 in cash.
Considerable effort was made in 2009 and the first quarter of 2010 to update our earlier understanding of the
technical and environmental aspects of the Maoling project as it relates to evolving Chinese government mining and
environmental regulations. The effort focused on revising the processing plant circuit, the tailings storage facility
and the water management for the Maoling Gold Project. Mundoro completed three key reports: in the fourth
quarter of 2009 (i) a report by Ausenco on the use of revised processing plant circuit from that of the 2005 PreFeasibility Study to now use a combination processing circuit of gravity, flotation and Carbon in Leach (“CIL”) for the
Maoling ore; and (ii) a report by Golder to provide revised tailings storage facility design from that of the 2005 PreFeasibility Study as a result of the revised processing plant circuit; and in January 2010 (iii) a report by Golder and
three Chinese design institutes on the environmental considerations for mine development in the Maoling area and
how that pertains to Chinese government mining and environmental regulations.
In January 2010, the Company delivered to senior officials in the Liaoning government a report titled “A Study on
Yushi Reservoir Water Source Protection Zoning and Analysis of Impact of Maoling project on Water Source
Protection” prepared for the Company by three Chinese design institutes. In response to that report, on March 16,
2010 Mundoro received a letter dated February 22, 2010 from Aidi, suggesting that the parties immediately
negotiate to terminate the Maoling Project and liquidate the joint venture company. The reasons cited for the
proposed termination and liquidation are that current Chinese environmental and drinking water regulations make
it impossible for the joint venture company to conduct mining activities at Maoling. Mundoro does not intend to
terminate the joint venture or liquidate the joint venture company. The Company believes the work completed to
date by its Chinese and international engineering firms and environmental consultants demonstrates that the
project can be developed in a sustainable and responsible manner with no significant impact on the downstream
water storage facilities supplying Yingkou City and Dalian City.
Mundoro added to the management team a contract Chief Financial Officer for the Company in March 2010. Mr.
Blacketor is a Certified Public Accountant with over 17 years experience in the mining industry. Most recently, Mr.
Blacketor has served as Vice-President, Chief Financial Officer and Secretary of Metallica Resources Inc. for 11 years,
a company listed for trading on Amex and the TSX. Previous to Metallica, Mr. Blacketor served as Chief Financial
Officer of MinCorp Ltd., and held senior management positions with Pincock, Allen & Holt, Inc. and Touche, Ross &
Co. Mr. Blacketor holds a Bachelors Degree in Business Administration from Indiana University and a Masters
Degree in Business Administration from Colorado State University.
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3.

BUSINESS DESCRIPTION

The Company owns a 100% interest in Mundoro Mining Inc., which remains the largest and key asset of Mundoro
Capital. Mundoro Mining’s sole focus is the Maoling Gold Project (“Maoling”) located in Liaoning Province, China. The
Measured, Indicated and Inferred Resources of Maoling (shown in the table below) place it in the category of one of the
largest undeveloped gold deposits in the world. The Company’s management team recognizes the significance and
value of the resource at Maoling and as such will continue to pursue a development strategy for Maoling.
Maoling Resources*
Tonnes
(millions)

Grade
(Au
g/t)

Contained Gold
(million ozs)

Zone 1 Measured & Indicated Resource**
161

0.92

4.8

Total Zone 1 and 4 Inferred Resource
158

0.9

4.4

Maoling Reserves*
Tonnes
(millions)

Grade
(Au g/t)

Contained Gold
(million ozs)

Zone 1 Pre-Feasibility Probable Reserves
88.8

1.0

2.8

* National Instruments 43-101 compliant
** Measured & Indicated Resource includes Measured Resource of 4 million tones grading 1.31 g/t

The Maoling project was earmarked by the Chinese government for development and foreign investment as early as
1994, when the State Council approved a report identifying it as one of 10 deposits to be made available for
international participation. Maoling was again presented as one of 16 alternative exploration districts to be opened to
foreign investors by the Ministry of Land and Resources at the 1999 “China Mining Conference” in Dalian city.
Encouraged by these invitations to participate in the project together with the national policy of opening up mineral
resource development to foreign-funded companies, Mundoro conducted a project assessment and began partnership
discussions with a company controlled on behalf of the provincial government of Liaoning by the Geological and
Exploration Bureau, Liaoning Aidi Resources Company Ltd. (“Aidi”). The formal co-operative joint venture (“JV”)
agreement, where Mundoro has rights to a 79% interest in the JV and Aidi has a 21% interest, was finalized in 2001,
resulting in the formation of Tianli to manage the project. The exploration license for the project, covering an area of
approximately 20 square kilometers, was transferred to Tianli in 2002.
Licensing and Government Relations
Tianli’s business license was granted in August 2001 and the exploration license was transferred to Tianli on April 2002.
Tianli’s business license was not renewed on August 31, 2005. Tianli's exploration license for Maoling expired on
November 5, 2005, and was not capable of being renewed because Tianli did not have a renewed business license.
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Mundoro has conveyed the economic and environmental merits of Maoling to various levels of the provincial and
national government in China and has written to and sought the support of the provincial government requesting a
resolution. As a result of Mundoro’s efforts with the City of Yingkou, Maoling’s development was discussed at their
People’s Congress meeting in 2007. At the national level, Mundoro has met with the Ministry of Land and Resources
(“MOLAR”) and Ministry of Finance and Commerce (“MOFCOM”) in Beijing to discuss the issue. From the Canadian
perspective, Mundoro has communicated with the Canadian Embassy in Beijing and the Canadian government in
Ottawa to seek their assistance in communicating with the Chinese government regarding Tianli’s business license and
exploration license. Both the Canadian Embassy and the Canadian government have raised the issue with their Chinese
counterparts in official government meetings.
The Company is continuing its efforts to obtain its business and exploration licenses for Maoling; however, there are no
assurances that it will be successful.
Technical and Environmental Work History
2005
In June, a pre-feasibility study for Maoling was completed and filed on SEDAR which demonstrated the economic
viability of developing a large-scale open-pit mine for Zone 1 on the Maoling property. In December, an integrated
technical team of Chinese and Western engineering firms and environmental experts were engaged to optimize the
mine and mill design and to complete a feasibility study for Maoling. The companies engaged on the feasibility work
were: Golder for resource modeling and estimation, mine and tailings facility design, hydrology and geotechnical
studies; Ausenco, for managing the overall feasibility study and for process design and engineering; the China
Nonferrous Engineering and Research Institute (“ENFI”), based in Beijing, to complete the Chinese feasibility work; and
BGRIMM to work with Golder on the Environmental and Social Impact Assessment (“ESIA”) process.
2006
In February, a revised resource estimate for Zone 1 was finalized by Golder. This study incorporated all drilling data
used in previous estimates and also the results from 48 diamond core holes (12,800 metres) drilled in 2005. The 2005
drilling program was focused primarily on in-fill drilling to maximize the indicated resource to be considered in the
feasibility study. The 2006 estimate includes a modest volume of material, 4 million tonnes grading 1.31 grams gold per
tonne using a cut-off grade of 0.5 grams gold per tonne, in the north central part of Zone 1 that has been classified as a
measured resource. Mundoro completed in August and submitted to MOLAR for formal review a resource estimate
report based on Chinese government guidelines and regulations. This report was prepared by locally qualified firms
Beijing Jiaote Mineral Technology Co. Ltd. and Sinosteel Tianjin Geological Academy Co. Ltd. with the input of the
Liaoning Geological Exploration Bureau to be compliant to Chinese reporting requirements and is pending acceptance
contingent on the restoration of the business license.
2007
In March, a report titled “Research on Countermeasure of Protection of Water Environment for Maoling Gold Mine
Project” was issued by Tsinghua University in Beijing indicating the Maoling deposit may be developed in a safe and
responsible manner without detrimental impact on the environment in the region. Beijing General Research Institute
of Mining and Metallurgy “BGRIMM” completed a framework report in April for the environmental planning and
evaluation process for Maoling.
2008
In January, Ausenco provided a draft interim report to the Company on the status of the feasibility study which remains
incomplete. Because of the delays in the renewal of Tianli’s business license, certain portions of the feasibility study,
such as geotechnical drilling for the final pit slope design in Zone 1 and final Chinese cost estimations, cannot be
completed at this stage. It is anticipated that once Tianli’s business license is renewed, the remaining engineering work
needed to produce a NI 43-101 compliant feasibility study and a full ESIA for Maoling will be completed.
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2009
In May a further report titled “A Technical Evaluation Study on Production Process of the Maoling Gold Project” was
issued by Guojie Senior Professors Science and Technology Consultation and Development Academy, Department of
Environmental Science and Engineering, Tsinghua University in Beijing indicating Maoling can be developed as per the
feasibility study and treated in China as an example of an eco-industrial system for the gold industry.
Mundoro completed three key reports: in the fourth quarter of 2009 (i) a report by Ausenco on the use of revised
processing plant circuit from that of the 2005 Pre-Feasibility Study to now use a combination processing circuit of
gravity, flotation and Carbon in Leach (“CIL”) for the Maoling ore; and (ii) a report by Golder to provide revised tailings
storage facility design from that of the 2005 Pre-Feasibility Study as a result of the revised processing plant circuit; and
in January 2010 (iii) a report by Golder and three Chinese design institutes on the environmental considerations for
mine development in the Maoling area and how that pertains to Chinese government mining and environmental
regulations.
Community Relations
With the support of the Gaizhou County government (which is under the City of Yingkou and is the closest town to
Maoling), Mundoro implemented a community relations program to spend RMB 1.2 million (US$160,000) over a three
year period to fund educational, health and sanitation development in Gaizhou County. From the community relations
program, Mundoro has contributed approximately RMB750,000 to the community for the upgrade of the
Kuangdonggou Medical Clinic and educational contributions to the middle school in the form of computers, equipment
and supplies. The remaining RMB450,000 will be contributed by the end of September 2010.
4.

FINANCIAL HIGHLIGHTS

The Company’s loss for the first quarter of 2009 was $841,766 ($0.02 per share) as compared to a loss of $572,657
($0.01 per share) for 2009. The 2010 loss was principally attributable to the following:
• Expenditures for Maoling project management activities of $165,101 in 2010, as compared to $67,615 in 2009.
• Expenditures for corporate expenses of $573,948, as compared to $454,914 in 2009.
• Foreign exchange loss of $97,769, as compared to a foreign exchange gain of $149,226 in 2009.
• Stock-based compensation of $7,206, as compared to $230,344 in 2009.
• Interest income of $4,098, as compared to $33,917 in 2009.
The Company ended the period with $11,380,945 in cash and no debt.
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5.

SUMMARY OF QUARTERLY RESULTS

The following quarterly information is prepared in accordance with Canadian GAAP. The Company’s measurement
currency is the Canadian dollar and its reporting currency is the U.S. dollar.
US$000’s, except per share data
Interest Income
Project Management Costs
Corporate Expenses

(1)

Other Expenses (Income)

(2)

Income (Loss) for the Period
Income (Loss) per Share, Basic and
Fully Diluted
(1)
(2)
(3)

Q1/10

Q4/09

Q3/09

Q2/09(3)

Q1/09(3)

Q4/08

Q3/08

Q2/08

$4

$5

$5

$6

$34

$65

$88

$122

165

298

59

94

68

109

107

94

574

546

443

618

455

294

370

513

107

1,095

425

592

84

3,490

(2,859)

(150)

(842)

(1,934)

(922)

(1,298)

(573)

(3,828)

2,470

(335)

$(0.02)

$(0.05)

$(0.02)

$(0.03)

$(0.01)

$(0.10)

$0.06

$(0.01)

Corporate Expenses include accounting and audit, corporate development, corporate governance, government and community relations,
corporate communication and marketing, and general and administrative expenses.
Other Expenses include stock-based compensation, amortization and foreign exchange loss (gain).
During 2009, the Company restated the financial statements for the three months ended March 31, 2009 and the six months ended June
30, 2009 to be consistent with the method of foreign currency translation used for consolidation in periods prior to January 2009.

The primary factors that cause fluctuations in the Company’s quarterly results include, (i) the timing of stock option
grants, (ii) marked-to-market adjustments on restricted share units and (iii) foreign exchange gains or losses that
principally result from Canadian dollar exchange rate fluctuations when translating the Company’s U.S. dollar
denominated cash balances into its Canadian dollar functional currency.
6. RESULT OF OPERATIONS
Quarter Ended March 31, 2010 compared to the Quarter Ended March 31, 2009
The Company’s loss for the quarter ended March 31, 2010 was $841,766 ($0.02 per share), an increase of $269,109
when compared to the loss for the quarter ended March 31, 2009 of $572,657 ($0.01 per share). The increase in
loss in 2010 is primarily due to the following:
• Project management expenses relating to the Maoling project increased by $97,486 to $165,101. The increase
results from costs incurred for water protection studies finalized by Golder in the first quarter of 2010 and
travel expenses to meet with government authorities and project consultants in China.
• The Company’s corporate expenses for the current quarter were $573,948, an increase of $119,034 when
compared to the comparable preceding quarter. The increase in 2010 principally resulted from additional
expenditures for past negotiations in China; evaluation of new projects for potential acquisition, and higher
general and administrative expenses due to corporate governance matters. These increases were partially
offset by a decrease in government and community relations resulting from termination of use of government
relations consultants.
• The Company incurred a foreign exchange loss of $98,769 in 2010 as compared to a foreign exchange gain of
$149,226 in 2009. The increase in foreign exchange loss in 2010 principally results from a weakening of the
Canadian dollar relative to the U.S. dollar during the first quarter of 2009, as compared to a strengthening of
the Canadian dollar relative to the U.S. dollar during the first quarter of 2010.
• Stock-based compensation in 2010 decreased by $223,138 to $7,206 due to marked-to-market adjustments on
restricted share units, and timing of vesting of stock options. The Company’s share price decreased during the
first quarter of 2010 from C$1.23 at December 31, 2009 to C$1.02 at March 31, 2010, whereas the share price
increased from C$0.26 at December 31, 2008 to C$0.44 at March 31, 2009.
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7.

Feasibility Study and ESIA Activities

The Feasibility Study commenced in December 2005 and has to date accumulated costs of $3,514,141 under Ausenco’s
supervision as project manager. The Environmental & Social Impact Assessment Study has to date accumulated costs
of $1,523,783. The feasibility study has been essentially completed, and it is anticipated that once Tianli’s business
license is renewed, the remaining engineering work needed to produce a NI 43-101 compliant feasibility study and a
full ESIA for Maoling will be completed.
8.

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES

The Company’s principal source of liquidity as at March 31, 2010 is cash of $11,380,945 (December 31, 2009 –
$12,134,801).
The Company believes it has sufficient funds to cover current commitments such as completion of a feasibility study
and a full ESIA for the development of Maoling upon renewal of Tianli’s business license. Additional funds would be
required to complete construction at Maoling. The Company would then plan to explore appropriate financing routes
which may include any one of, or combination of: issuance of share capital, funding through strategic partnership,
project debt, convertible securities or other financial instruments.
When considering new project acquisitions or joint ventures or project investments, the Company will carefully
consider the implications of such investments against the Company’s need for cash to sustain current activity. Although
the intent would be to plan and arrange the necessary project debt financing to build a mine at Maoling, there is no
assurance that all of the required debt and equity financing can be raised. Certain of these financing sources may be
with recourse to the Company. Decisions with respect to financing alternatives will be made at the time of a new
project acquisition or at time of production decision for Maoling.
With the exception of interest earned on investments, the Company does not have revenue and relies upon equity
financings to fund its ongoing business operations.
9.

SHARE CAPITAL

As of May 4, 2010, the Company had one class of common shares issued and 38,340,301 shares outstanding. In
addition, the Company had 1,940,451 stock options outstanding and exercisable at prices ranging from $0.49 to $2.06.
10. OFF BALANCE SHEET ARRANGEMENTS
There are no off balance sheet arrangements for the Company.
11. USE OF FINANCIAL INSTRUMENTS
The Company is not in a situation where it needs to enter into any specialized financial agreements to minimize its
investment risk, currency risk or commodity risk. The principal financial instruments affecting the Company’s financial
condition and results of operations are currently its cash. The Company is exposed to insignificant interest rate risk
with respect to its cash, cash equivalents and accounts receivable given extremely low market interest rates. A majority
of cash and cash equivalents have been placed with a large international financial institution.. Other accounts
receivable represent amounts owing from government agencies and related parties. The Company does not hold any
asset-backed commercial paper.
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12. CRITICAL ACCOUNTING ESTIMATES
A detailed summary of all the Company’s significant accounting policies is included in Note 2 to the audited
Consolidated Financial Statements for December 31, 2009. The preparation of financial statements in conformity with
Canadian generally accepted accounting principles requires management to make estimates and assumptions that
affect the reported amount of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the
financial statements, and the amount of revenues and expenses reported during the year. Significant areas requiring
the use of management estimates include the collectability of accounts receivable, the fair value of financial
instruments, the rates of amortization, the determination of environmental and asset retirement obligations, the
impairment in value of resource properties, amounts of accrued liabilities, valuation allowance for future tax assets and
determination of the variables used to calculate stock-based compensation. While management believes determining
the variables used are reasonable, actual results could differ from those estimates and could impact future results of
operations and cash flows.
13. CONTRACTUAL OBLIGATIONS
The Company’s only contractual obligations consist of operating lease commitments for office space in Beijing and
Vancouver and are summarized as follows:

Operating leases

Less
than 1
year

1-3
years

4-5
years

After 5
years

Total

$36,340

$72,742

$76,740

$9,592

$195,414

14. INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”)
In January 2006, the Canadian Accounting Standards Board adopted a strategic plan, which includes the decision to
move financial reporting for Canadian publicly accountable enterprises to a single set of globally accepted high-quality
standards, namely, International Financial Reporting Standards (“IFRS”), as issued by the International Accounting
Standards Board. The effective implementation date of the conversion from Canadian generally accepted accounting
principles (“Canadian GAAP”) to IFRS is January 1, 2011, with an effective transition date of January 1, 2010 for financial
statements prepared on a comparative basis. The Company is engaged in an assessment and conversion process which
includes consultation with external consulting firms and expects to be ready for the conversion to IFRS in advance of
January 1, 2011.
The Company’s approach to the conversion to IFRS includes three phases.
• Phase one, an initial general diagnostic of its accounting policies and Canadian GAAP relevant to its financial
reporting requirements to determine the key differences and options with respect to acceptable accounting
standards under IFRS, was completed in 2009.
• Phase two, an in depth analysis of the impact of those areas identified under phase one is expected to be
completed in the second quarter of 2010.
• Phase three, the implementation of the conversion process, through the preparation of the opening balance sheet
as at January 1, 2010, will be carried out in the second half of 2010.
At this point, the Company’s IT, accounting and financial reporting systems are not expected to be significantly
impacted. Further, the Company has in place internal and disclosure control procedures to ensure continued
effectiveness during this transition period.
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Based on the review undertaken under Phase One and the work completed to date under Phase Two, the Company
believes that IFRS will have limited impact on its current financial position. At the same time, IFRS will likely require
more extensive disclosure and analysis of balances and transactions in the notes to the financial statements. The
specific accounting areas the Company has focused its analysis on are outlined below together with the more salient
issues under each area.
Key Area
Property plant
and equipment

Canadian GAAP
(applied by the Company)
PP&E is recorded at historical
cost

IFRS
PP&E can be recorded
using the cost (on
transition to IFRS, the
then fair value can be
deemed to be the cost) or
revaluation models

Depreciation is based on their
useful lives after due
estimation of their residual
values

Depreciation must be
based on the useful lives of
each significant
component within PP&E

Mineral
properties

Exploration, evaluation and
development costs are
expensed when incurred

Stock-based
compensation

Stock-based compensation
for equity-settled awards is
determined on the grant
date, using fair value model
of Black-Scholes, and is
recognized on a straight-line
basis on the vesting date.
Stock based compensation for
cash-settled awards is
measured at each reporting
date and at the settlement
date, using intrinsic model.

IFRS has limited guidance
with respect to these costs
and currently allows
exploration and evaluation
costs to be either
capitalized or expensed
Stock-based compensation
for equity-settled and cashsettled awards is
determined by the same
valuation models.
However, for equity-settled
awards, stock-based
compensation of IFRS is
recognized on graded
method over the vesting
period. For cash-settled
awards, upon settlement, it
is adjusted to the value
actually realized (intrinsic
model) same as Canadian
GAAP.

Page 8 of 15

Analysis and preliminary
conclusions
PP&E will likely continue to
be recorded at their historical
costs due to the complexity
and resources required to
determine fair values on an
annual basis
Based on an analysis of PP&E’s
significant components and
their useful lives, it is unlikely
that changes to their useful
lives and, therefore,
depreciation rates and
expenses, will be required
The existing accounting
policy is likely to be maintained

Stock-based compensation for
equity-settled awards will likely
be recalculated and shown as a
difference in the opening
balance on conversion to IFRS.
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The above comments should not be considered as a complete list of changes that will result from the transition to IFRS
as the Company’s analysis is still in progress and no final determinations have been made where choices of accounting
policies are available. In addition, the accounting bodies responsible for issuing Canadian and IFRS accounting standards
have significant ongoing projects that could impact the Company’s financial statements as at January 1, 2011 and in
subsequent years, including projects regarding income taxes, financial instruments and joint venture accounting. In
addition, there is an extractive industries project currently underway that will lead to more definitive guidance on the
accounting for exploration and evaluation expenditures, but this is still in the discussion paper stage and may not be
completed for some time. The Company is continuing to monitor the development of these projects and will assess
their impact in the course of its transition process to IFRS.
15. Business Combinations
In January 2009, the CICA issued Handbook Section 1582, Business Combinations, Section 1601, Consolidations, and
Section 1602, Non-controlling Interests. These sections replace the former CICA Handbook Section 1581, Business
Combinations and Section 1600, Consolidated Financial Statements and establish a new section for accounting for a
non-controlling interest in a subsidiary.
Sections 1582 and 1602 will require net assets, non-controlling interests and goodwill acquired in a business
combination to be recorded at fair value and non-controlling interests will be reported as a component of equity. In
addition, the definition of a business is expanded and is described as an integrated set of activities and assets that are
capable of being managed to provide a return to investors or economic benefits to owners. Acquisition costs are not
part of the consideration and are to be expensed when incurred. Section 1601 establishes standards for the
preparation of consolidated financial statements.
These new sections apply to interim and annual consolidated financial statements relating to fiscal years beginning on
or after January 1, 2011. Earlier adoption of these sections is permitted as of the beginning of a fiscal year. All three
sections must be adopted concurrently. The Company is currently evaluating the impact of the adoption of these
sections.
16. DISCLOSURE CONTROLS AND PROCEDURES UPDATE
Disclosure controls and procedures have been designed to ensure that information required to be disclosed by
Mundoro is accumulated and communicated to the management as appropriate to allow timely decisions regarding
required disclosure. The Company has concluded, based on its evaluation as of the end of the period, the disclosure
controls and procedures are effective to provide reasonable assurance that material information related to Mundoro,
including the consolidated subsidiaries, is made known to them by others within both entities. It should be noted that
while the Company believes that the disclosure controls and procedures provide a reasonable level of assurance and
that they are effective, it does not expect that the disclosure controls and procedures will prevent all errors and fraud.
A control system, no matter how well conceived or operated, can provide only reasonable, not absolute, assurance that
the objectives of the control system are met.
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17. INTERNAL CONTROLS OVER FINANCIAL REPORTING
The Company is responsible for designing internal controls over financial reporting or causing them to be designed
under the supervision of the CEO and CFO in order 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
Company has assessed the design of the internal control over financial reporting and during this process the Company
identified certain weaknesses in internal controls over financial reporting which are as follows:
• Due to the limited number of staff at the Company, it is not feasible to achieve complete segregation of
incompatible duties.
• Due to the size of the Company and the limited number of staff, the Company does not have the optimum
complement of personnel with all the technical accounting knowledge to address all complex and nonroutine accounting transactions that may arise. Hence the Company hires external accounting firms to
assist in the completion of such transactions.
These weaknesses in the Company’s internal controls over financial reporting may result in a more than remote
likelihood that a material misstatement would not be prevented or detected. Management and the board of directors
work to mitigate the risk of a material misstatement in financial reporting; however, there can be no assurance that this
risk can be reduced to less than a remote likelihood of a material misstatement.
18. RISKS AND UNCERTAINTIES
An investment in the securities of the Company is speculative due to the nature of the Company’s business and the
present stage of exploration and development of its mineral properties. Risk factors relating to the Company could
materially affect the Company’s future results and could cause them to differ materially from estimates described in
forward-looking statements made by the Company. Prospective investors should carefully consider these risk factors
along with the other matters set out or incorporated by reference in the Annual Information Form which has been filed
on the SEDAR website at www.sedar.com, and include but are not limited to:
Mundoro Capital has no history of operations and there can be no assurance that it will be successful or profitable.
While members of management have relevant investment experience, there can be no assurance that Mundoro
Capital’s business will be successful or profitable or that Mundoro Capital will be able to successfully execute its
business model and growth strategy. If Mundoro Capital cannot execute its business model and growth strategy, it may
result in a material and adverse effect on Mundoro Capital’s profitability, results of operation and financial conditions.
The Company has never paid a dividend on its common shares and does not expect to do so in the foreseeable future.
The Company may be unsuccessful in obtaining permits and licenses in a timely manner for any mineral property in
which Mundoro Capital is in the process of evaluating as a strategic investment and/or holds an interest directly or
indirectly in an exploring, developing and/or operating mineral property now or in the future.
Exploration, development and operation of a mineral property are subject to laws and regulations governing health and
worker safety, employment standards, environmental matters, mine development, project development, mineral
production, permitting and maintenance of title, exports, taxes, labour standards, reclamation obligations, heritage and
historic matters and other matters. The Company is required to have a wide variety of permits from government and
regulatory authorities to carry out its activities. These permits relate to virtually every aspect of the Company’s
exploration and exploitation activities. The owners and operators of the properties in which Mundoro Capital holds an
interest require licenses and permits from various governmental authorities in order to conduct their operations.
Future changes in such licenses and permits could have a material adverse impact on the revenue Mundoro Capital
derives. Such licenses and permits are subject to change in various circumstances and are required to be kept in good
standing through a variety of means, including cash payments and satisfaction of conditions of issue. There can be no
guarantee that Mundoro Capital or the operators of those properties in which Mundoro Capital holds an interest, will
be able to obtain or maintain all necessary licenses and permits in good standing that may be required to explore,
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develop and operate the properties, commence construction or operation of mining operations that economically
justify the cost. Any failure to comply with applicable laws and regulations, permits and licenses, or to maintain permits
and licenses in good standing, even if inadvertent, could result in interruption or closure of exploration, development or
mining operations or fines, penalties or other liabilities accruing to the owner or operator of the project. Any such
occurrence could substantially decrease production or cause the termination of operations on the property, and
thereby have a material and adverse effect on Mundoro Capital’s profitability, results of operation and financial
condition.
Any mineral property in which Mundoro Capital holds an interest directly or indirectly, now or in the future, may be
subject to unforeseen and unknown title defects.
A defect in the chain of title to any of the underlying properties in which Mundoro Capital may have an interest may
arise to defeat the claim of the operator to a property. To the extent an owner or operator is not entitled to title on the
property, it may be required to cease operations or transfer operational control to another party. As a result, known
title defects, as well as unforeseen and unknown title defects may impact operations at a project in which Mundoro
Capital has an interest and may result in a material and adverse effect on Mundoro Capital’s profitability, results of
operation and financial condition.
Any mineral property in which Mundoro Capital holds an interest directly or indirectly, now or in the future, may be
exposed to risks of changing political attitudes and stability and ensuing changes in government regulation in the
countries in which it holds its interests.
The properties in which Mundoro Capital or its affiliates may hold an interest may be located in multiple legal
jurisdictions and political systems. There is sovereign risk in investing in foreign countries, including the risk that the
resource concessions may be susceptible to revision or cancellation by new laws or changes in direction by the
government in question. It is possible that changes in applicable laws, regulations, or changes in their enforcement or
regulatory interpretation could result in adverse changes to mineral operations. These are matters over which Mundoro
Capital has no control. There is no assurance that future political and economic conditions in such countries will not
result in the adoption of different policies or attitudes respecting the development and ownership of resources. Any
such changes in policy or attitudes may result in changes in laws affecting ownership of assets, land tenure and
resource concessions, taxation, royalties, rates of exchange, environmental protection, labour relations, repatriation of
income and return of capital, which may affect both the ability to undertake exploration and development on the
properties on which Mundoro Capital holds royalty or other interests. In certain areas in which Mundoro Capital has an
interest, the regulatory environment is in a state of continuing change, and new laws, regulations and requirements
may be retroactive in their effect and implementation. Any changes in governmental laws, regulations, economic
conditions or shifts in political attitudes or stability are beyond the control of Mundoro Capital and such changes may
result in a material and adverse effect on Mundoro Capital’s profitability, results of operation and financial condition.
Any mineral property in which Mundoro Capital holds an interest directly or indirectly, now or in the future, may be
subject to hazards and risks beyond the control of Mundoro Capital.
In the course of exploration, development and production of mineral properties, certain risks, and in particular,
unexpected or unusual geological operating conditions including rock bursts, cave-ins, flooding and earthquakes may
occur. It is not always possible to fully insure against such risks and Mundoro Capital may decide not to take out
insurance against such risks as a result of high premiums or other reasons. Should such liabilities arise, they could
reduce or eliminate any future profitability and result in increasing costs and a decline in the value of the securities of
Mundoro Capital.
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Any mineral property in which Mundoro Capital holds an interest directly or indirectly, now or in the future, may be
subject to changes in environmental laws and regulations that may adversely affect those operations.
Environmental laws and regulations may affect the operations of Mundoro Capital. Mundoro Capital minimizes these
risks by complying with all applicable and international environmental, health and safety standards and regulations.
Environmental legislation may change and make the mining and processing of ore uneconomic or result in significant
environmental or reclamation costs. Changes in these laws and regulations or changes in their enforcement or
interpretation could result in changes in legal requirements or in the terms of the Company’s permits that could have a
significant adverse impact on the Company’s existing or future operations or projects. In addition, certain types of
operations require the submission of environmental impact statements and approval by government authorities.
Environmental legislation is evolving towards stricter standards, increased fines and penalties for non-compliance,
more stringent environmental assessments of proposed projects and a heightened degree of responsibility for
companies and their directors, officers and employees. Permits from a variety of regulatory authorities are required for
many aspects of mineral exploitation activities, including closure and reclamation. Future environmental legislation
could cause additional expense, capital expenditures, restrictions, liabilities and delays in the development of the
Company’s properties, the extent of which cannot be predicted. The Company’s business may be affected by
amendments or changes to environmental laws, regulations and requirements in the host country. At any time, a
number of draft environmental laws may be proposed. It is not possible to predict when or if a draft environmental bill
will be enacted into law or what the final provisions of such law will be, if enacted. It is possible that the host country
government will issue further decrees or otherwise attempt to modify existing environmental rights or other laws
affecting the Company, its properties and its ability to operate in the host country. Any changes to host country
environmental law may adversely affect the Company’s ability to develop and operate its properties in the host country.
Globally, environmental legislation is evolving towards stricter standards and enforcement, more stringent
environmental impact assessments of new mining projects and increasing liability exposure for companies and their
directors and officers. There is no assurance that future environmental regulations will not adversely affect Mundoro
Capital’s operations.
Mundoro Capital’s Shares may experience price volatility.
In recent years, the securities markets have experienced a high level of price and volume volatility, and the market
prices of securities of many companies have experienced wide fluctuations in price which have not necessarily been
related to the operating performance, underlying asset values or prospects of such companies. There can be no
assurance that continual fluctuations in price will not occur. It may be anticipated that any quoted market for the
common shares will be subject to market trends generally, notwithstanding any potential success of Mundoro Capital in
creating revenues, cash flows or earnings. The value of Mundoro Capital’s common shares will be affected by such
volatility.
Changes in the market price of commodities will affect the profitability of Mundoro Capital.
Mundoro Capital’s revenues, if any, are expected to be in large part derived from the sale of natural resource assets.
The price of natural resource assets fluctuates widely and is affected by factors beyond the control of Mundoro Capital
including, but not limited to, international economic and political trends, currency exchange fluctuations, economic
inflation and expectations for the level of economic inflation in the consuming economies, interest rates, global and
local economic health and trends, speculative activities and changes in the supply of precious metals due to new mine
developments, mine closures as well as advances in various production and use technologies of precious metals. All of
these factors will have impacts on the viability of Mundoro Capital’s exploration projects that are impossible to predict.
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Mundoro Capital’s financials may be subject to variations in currency and foreign exchange rates.
It is anticipated that Mundoro Capital’s resource investments will be made in Canadian and US dollars and Mundoro
Capital may also make resource investments denominated in other foreign currencies. Therefore, changes in currency
exchange rates as well as associated transaction costs could adversely affect the value of the Company’s resource
investments during any period. In addition, the Company could also make investments in jurisdictions which may place
restrictions on the repatriation of funds. The Company does not anticipate entering into hedging or derivative
arrangements to manage its foreign exchange risk.
Increased competition for resource investments could adversely effect Mundoro Capital’s ability to acquire additional
resource investments.
The mining industry is competitive with many companies competing for the limited number of precious metal
acquisition and exploration opportunities that are economic under current and foreseeable metals prices, as well as for
available investment funds. With metal prices at their current levels, activity in the industry has increased dramatically.
Many companies are engaged in the search for and the acquisition of mineral interests, and there is a limited supply of
desirable mineral interests. The mineral exploration and mining business are competitive in all phases. Mundoro Capital
may be at a competitive disadvantage in acquiring interests, whether by way of investment or otherwise, as many
competitors have greater financial resources and technical staff. Accordingly, there can be no assurance that Mundoro
Capital will be able to compete successfully against other companies in acquiring new mineral properties. Mundoro
Capital’s inability to acquire additional investments in mineral properties may result in a material and adverse effect on
Mundoro Capital’s profitability, results in operation and financial condition.
Mundoro Capital may experience difficulty attracting and retaining qualified management and technical personnel to
efficiently operate its business.
The success of Mundoro Capital will be largely dependent on the performance of its management team. The loss of the
services of these persons could have a materially adverse effect on Mundoro Capital’s business and prospects. There is
no assurance Mundoro Capital can retain the services of its officers or other qualified personnel required to operate its
business.
There can be no assurance that Mundoro Capital will be able to obtain sufficient financing in the future to execute its
business plan.
Mundoro Capital has limited financial resources, has no source of operating income and has no assurance that
additional funding will be available to it for further exploration and development of its projects. There can be no
assurance that Mundoro Capital will be able to obtain adequate financing in the future or that the terms of such
financing will be favorable. Failure to obtain such additional financing could result in delay or indefinite postponement
of further business activities and may result in a material adverse effect on Mundoro Capital’s profitability, results of
operation and financial condition. Mundoro Capital will require new capital to grow its business and there are no
assurances that capital will be available when needed, if at all. It is likely that such additional capital will be raised
through the issuance of additional equity, which will result in dilution to Mundoro Capital’s shareholders.
Certain of Mundoro Capital’s directors serve in similar positions with other public companies, which might put them in a
conflict position from time to time.
Certain of the directors of Mundoro Capital also serve as directors or officers, or have significant shareholdings in, other
companies involved in mineral property investments and, to the extent that such other companies may participate in
ventures which Mundoro Capital may participate in, a conflict may arise. In all cases where directors and officers have
an interest in other companies, such other companies may also compete with Mundoro Capital for the acquisition of
mineral property investments. Such conflicts of the directors and officers may result in a material and adverse effect on
Mundoro Capital’s profitability, results of operation and financial condition.
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Any mineral property in which Mundoro Capital holds an interest directly or indirectly, now or in the future is subject to
reserves and resources estimates based on interpretation and assumption and actual production may differ from
amounts identified in such estimates.
The mineral reserves and resources identified on properties are estimates only, and no assurance can be given that the
estimated reserves and resources are accurate or that the indicated level of minerals will be produced. Such estimates
are, in large part, based on interpretations of geological data obtained from drill holes and other sampling techniques.
Actual mineralization or formations may be different from those predicted. Further, it may take many years from the
initial phase of drilling before production is possible, and during that time the economic feasibility of exploiting a
discovery may change. Resource estimates in particular must be considered with caution. Resource estimates for
properties that have not commenced production are based, in many instances, on limited and widely spaced drill holes
or other limited information, which is not necessarily indicative of the conditions between and around drill holes.
Accordingly, such resource estimates may require revision as more drilling or other exploration information becomes
available or as actual production experience is gained. Further, resources may not have demonstrated economic
viability and may never be extracted by the operator of a property. It should not be assumed that any part or all of the
mineral resources on properties constitute or will be converted into reserves. Market price fluctuations of the
applicable commodity, as well as increased production and capital costs or reduced recovery rates, may render the
proven and probable reserves on properties unprofitable to develop at a particular site or sites for periods of time or
may render reserves containing relatively lower grade mineralization uneconomic. Moreover, short-term operating
factors relating to the reserves, such as the need for the orderly development of orebodies or the processing of new or
different ore grades, may cause reserves to be reduced or not extracted. Estimated reserves may have to be
recalculated based on actual production experience. Any of these factors may require the operators to reduce their
reserves and resources, which may result in a material and adverse effect on Mundoro Capital’s profitability, results of
operation and financial condition.
Any mineral property in which Mundoro Capital holds an interest directly or indirectly, now or in the future, may be
subject to potential litigation.
Potential litigation may arise with respect to a property in which Mundoro Capital is in the process of evaluating as a
strategic investment and/or holds an interest directly or indirectly in an exploring, developing and/or operating mineral
property now or in the future (for example, litigation between joint venture partners or original property owners).
Mundoro Capital might not generally have any influence on the litigation nor will it necessarily have access to data. To
the extent that litigation results in the cessation or reduction of production from a property (whether temporary or
permanent), it could have a material and adverse effect on Mundoro Capital’s profitability, results of operations and
financial condition.
Other risk factors include issues relating to: results of prior exploration work; estimates of reserves and resources;
economics of mine development; uninsurable risks; gold sales; currency repatriation and conversion; industry
competition for resource investments and experienced management professionals; management performance and
succession; price volatility of publicly traded securities; and the residency of directors and others.

Page 14 of 15

Management’s Discussion and Analysis
For The Three Months Ending March 31, 2010 and 2009
(expressed in United States Dollars – except as noted otherwise)
19. FORWARD LOOKING STATEMENTS
Forward-looking statements look into the future and provide an opinion as to the effect of certain events and trends on
the business. Forward-looking statements may include words such as “plans”, “intends”, “anticipates”, “should”,
“estimates”, “expects”, “believes”, “indicates”, “suggests” and similar expressions.
This management’s discussion and analysis (“MD&A”) and in particular the “Outlook” section, contains forward-looking
statements. These forward-looking statements are based on current expectations and various estimates, factors and
assumptions and involve known and unknown risks, uncertainties and other factors. It is important to note that:
• Unless otherwise indicated, forward-looking statements in this MD&A describe the Company’s expectations as
of May 4, 2010.
• Readers are cautioned not to place undue reliance on these statements as the Company’s actual results,
performance or achievements may differ materially from any future results, performance or achievements
expressed or implied by such forward-looking statements if known or unknown risks, uncertainties or other
factors affect the Company’s business, or if the Company’s estimates or assumptions prove inaccurate.
Therefore, the Company cannot provide any assurance that forward-looking statements will materialize.
• Subject to applicable laws, the Company assumes no obligation to update or revise any forward-looking
statement, whether as a result of new information, future events or any other reason.
The material assumptions that were applied in making the forward looking statements in this MD&A include:
expectations as to the Company’s future strategy and business plan; and execution of the Company’s existing plans,
which may change due to changes in the views of the Company or if new information arises which makes it prudent to
change such plans.
For a description of material factors that could cause the Company’s actual results to differ materially from the forwardlooking statements in this MD&A, please see “Risks and Uncertainties”.
20. QUALIFIED PERSONS & INFORMATION CONCERNING ESTIMATES OF RESOURCES
The Pre-Feasibility Study described herein was prepared to broadly quantify the Maoling Zone 1 deposit’s capital and
operating cost parameters, and to further the development of the project. It was not prepared for use as a valuation of
the deposits, nor should it be considered to be a final feasibility study. The information contained in the PFS reflects
various technical and economic conditions at the time of writing that can change significantly over relatively short
periods of time. Reserves quoted were prepared by AMEC Americas Ltd. under the direction and oversight of Mr. Mark
Pearson P.Eng. of Vancouver, BC, an ‘Independent Qualified Person’ as defined by National Instrument 43-101.
Resource estimation for the Zone 1 area in 2006 was carried out in the Brisbane, Australia office of Golder Associates
Pty Limited, an international earth sciences consulting group under the direction and oversight of Dr. Andrew
Richmond, MAusIMM, an ‘Independent Qualified Person’ as defined by NI43-101. The Zone 4 Resource Estimate (2001)
was prepared by AMEC Americas and is reviewed in a technical report prepared by Peter Lewis, Ph.D., P.Geo,. NI43-101
compliant technical reports for the pre-feasibility study and all reserve and resource estimates have been filed on the
SEDAR website at www.sedar.com. This management discussion and analysis of financial results used the terms
“measured resources”, ‘indicated resources’ and ‘inferred resources’. The Company advises investors that although
these terms are recognized and required by Canadian regulations (under National Instrument 43-101 Standards of
Disclosure for Mineral Projects), the U.S. Securities and Exchange Commission does not recognize them. Investors are
cautioned not to assume that any part or all of the mineral deposits in these categories will ever be converted into
reserves. In addition, ‘inferred resources’ have a great amount of uncertainty as to their existence and economic and
legal feasibility. It cannot be assumed that all or any part of an Inferred Mineral Resource will ever be upgraded to a
higher category. Under Canadian rules, estimates of Inferred Mineral Resources may not form the basis of feasibility or
pre-feasibility studies, or economic studies except for Preliminary Assessment as defined under 43-101. Investors are
cautioned not to assume that part or all of an inferred resource exists, or is economically or legally mineable. Mineral
Resources that are not classified as mineral reserves do not have demonstrated economic viability.
H

H
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These financial statements have not been reviewed by the Company’s auditors.

MUNDORO CAPITAL INC.
(an exploration stage company)
Consolidated Balance Sheets (Unaudited)
March 31, 2010 and December 31, 2009
(Expressed in United States Dollars)

March 31
2010

December 31
2009

$ 11,380,945
41,316
94,739
11,517,000

$ 12,134,801
35,453
50,714
12,220,968

100

100

59,822

64,048

$ 11,576,922

$ 12,285,116

$

$

ASSETS
Current assets
Cash
Accounts receivable
Prepaid expenses and deposits

Mineral interests (Note 4)
Equipment and vehicles (Note 5)
Total Assets
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities
Compensation liabilities (Note 7)

Long term compensation liabilities (Note 7)

241,832
176,714
418,546
-

397,944
167,673
565,617
102,639

SHAREHOLDERS EQUITY
SHAREHOLDERS'
Share capital (Note 6)
Contributed surplus
Deficit
Accumulated other comprehensive income (Note 12)
Total Shareholders' Equity
Total Liabilities and Shareholders' Equity

35,873,603
7,470,954
(36,270,455)
4,084,274

35,873,603
7,470,954
(35,428,689)
3,700,992

11,158,376

11,616,860

$ 11,576,922

$ 12,285,116
`

Commitments (Note 8)
Contingencies (Note 13)
Segmented information (Note 9)

Approved by the Directors:
"Patrick Downey"
Patrick Downey

"Teo Dechev"
Teo Dechev

MUNDORO CAPITAL INC.
(an exploration stage company)
Consolidated Statements of Loss and Deficit (Unaudited)
Three Months Ended March 31, 2010 and March 31, 2009
(Expressed in United States Dollars)
March 31
2010

Interest

$

Mineral interest and project management costs
Expenses
Accounting and audit
Corporate communication and marketing
Corporate development
Corporate governance
Government and community relations
General and administrative

Loss before other expenses
Other expenses
Amortization
Foreign exchange loss (gain)
Stock based compensation (Note 7)

Loss for the period
Deficit,, beginning
g
g of period
p

4,098

March 31
2009

$

33,917

165,101

67,615

59,030
61,444
161,380
116,212
58,235
117,647
573,948

27,926
48,604
88,618
85,432
128,372
75,962
454,914

(734,951)

(488,612)

1,840
97,769
7,206
106,815

2,927
(149,226)
230,344
84,045

(841,766)

(572,657)

(35,428,689)

(30,702,906)

Deficit, end of period

$ (36,270,455)

$ (31,275,563)

Basic and diluted loss per share

$

$

Weighted average shares outstanding

(0.02)

38,340,301

(0.01)

38,562,238

MUNDORO CAPITAL INC.
(an exploration stage company)
Consolidated Statements of Loss and Comprehensive Loss for the Period (Unaudited)
Three Months Ended March 31, 2010 and March 31, 2009
(Expressed in United States Dollars)
March 31
2010

Loss for the period

$

(841,766)
383,282

(481,586)

$

(458,484)

$ (1,054,243)

Effect of exchange rate changes
Comprehensive loss for the period

March 31
2009

$

(572,657)

MUNDORO CAPITAL INC.
(an exploration stage company)
Consolidated Statements of Cash Flows (Unaudited)
Three Month Ended March 31, 2010 and March 31, 2009
(Expressed in United States Dollars)
March 31
2010

Cash flows provided by (used in) operating activities
Loss for the period
Adjustments for items not involving cash:
- amortization
- loss on disposal of equipment
- stock-based compensation
Change in non-cash working capital:
- (increase) decrease in accounts receivable
- (increase) decrease in prepaid expenses
- decrease in deposits
- (decrease) increase in accounts payable and accrued liabilities

Cash flows used in financing activities
Restricted share units exercised for cash

Effect of exchange rate changes on cash and cash equivalents
Decrease in cash
Cash,
C
h b
beginning
i i off period
i d
Cash, end of period

$

(841,766)

March 31
2009

$

(572,657)

2,182
3,657
7,206
(828,721)

12,549
230,344
(329,764)

(5,863)
(51,672)
7,647
(156,112)
(1,034,721)

30,132
15,986
37,379
(246,267)

(100,804)

-

(100,804)

-

381,669

(480,141)

(753,856)

(726,408)

12
134 801
12,134,801
$ 11,380,945
0

13
955 492
13,955,492
$ 13,229,084
0

Notes to the Consolidated Financial Statements
For the Three Months Ended March 31, 2010 & March 31, 2009
(expressed in United States Dollars – except as noted otherwise)
1.

Nature of Operations
Mundoro Capital Inc. (the “Company” or “MCI”) is an exploration, development and investment company in
the resource sector.
The Company was incorporated on March 6, 2008 under the Company Act of The Province of British
Columbia for the purpose of acquiring all shares of Mundoro Mining Inc. (“MMI”), which is now a wholly
owned subsidiary of the Company, through a Plan of Arrangement. For comparative reporting purposes, this
transaction has been accounted for as a continuity of interests. MMI is in the business of exploration and
development of the Maoling Gold Property in China. MMI was incorporated on January 10, 1997 under the
Business Corporations Act of Yukon, Canada and on November 30, 2000, MMI registered as an extra‐
provincial company under the Company Act of the Province of British Columbia and effective on June 14,
2005, MMI continued as a corporation in the Province of British Columbia.
Trading of the Company’s common shares on the Toronto Stock Exchange (“TSX”) commenced on April 23,
2008 in the name of Mundoro Capital Inc. in substitution for trading of the common shares of MMI, which
commenced trading on November 25, 2003 on the Toronto Venture Exchange and graduated to the TSX on
March 9, 2004.

2.

Significant Accounting Policies and Basis of Presentation
These unaudited interim financial statements have been compiled in United States dollars in accordance with
accounting principles generally accepted in Canada for interim reporting using the same accounting policies
and measurement criteria as those utilized in the preparation of the Company’s audited consolidated
financial statements for the year ended December 31, 2009, except for the changes discussed in Note 3.
These interim financial statements do not conform in all respects with disclosures required for annual
financial statements and should be read in conjunction with the annual consolidated financial statements and
related notes thereto.

3.

New Accounting Policies
Business Combinations
In January 2009, the CICA issued CICA Handbook Section 1582, Business Combinations, Section 1601,
Consolidations, and Section 1602, Non‐controlling Interests. These sections replace the former CICA
Handbook Section 1581, Business Combinations and Section 1600, Consolidated Financial Statements and
establish a new section for accounting for a non‐controlling interest in a subsidiary.
Sections 1582 and 1602 will require net assets, non‐controlling interests and goodwill acquired in a business
combination to be recorded at fair value and non‐controlling interests will be reported as a component of
equity. In addition, the definition of a business is expanded and is described as an integrated set of activities
and assets that are capable of being managed to provide a return to investors or economic benefits to
owners. Acquisition costs are not part of the consideration and are to be expensed when incurred. Section
1601 establishes standards for the preparation of consolidated financial statements.
These new sections apply to interim and annual consolidated financial statements relating to fiscal years
beginning on or after January 1, 2011. Earlier adoption of these sections is permitted as of the beginning of a
fiscal year. All three sections must be adopted concurrently. The Company is currently evaluating the impact
of the adoption of these sections.
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For the Three Months Ended March 31, 2010 & March 31, 2009
(expressed in United States Dollars – except as noted otherwise)
4.

Mineral Interests and Project Management Costs
(a)

Mineral Interests

On June 10, 2001, MMI entered into a Cooperative Joint Venture Agreement with Liaoning Aidi Resources
Company Ltd. (“Aidi”), a company incorporated under the Business Law of Liaoning Province, China and
formed the Liaoning Tianli Mining Company Limited Joint Venture (“TJV”). Pursuant to the Cooperative Joint
Venture Agreement, MMI is required to fund all work on the mining project (“Maoling Project”). On August
31, 2005, the TJV’s business license was not renewed by the authorities in Liaoning. The TJV’s exploration
license for Maoling expired on November 5, 2005. The Ministry of Land and Resources of China deferred the
grant of the exploration license to the TJV pending the renewal of the business license. Mundoro Mining is in
communication with the appropriate government authorities for the renewal of these licenses.
In August 2007, Mundoro received written notice from its Chinese partner, Aidi, that from their perspective,
both parties should meet to discuss whether the termination of co‐operation and whether additional
expenses are warranted at that time. In a response to Aidi, Mundoro stressed the purpose of the
cooperation continued to be development of the Maoling deposit in compliance with all applicable laws and
policies as well as international environmental standards.
In January 2010, the Company delivered to senior officials in the Liaoning government a report titled “A Study
on Yushi Reservoir Water Source Protection Zoning and Analysis of Impact of Maoling project on water
Source Protection” prepared for the Company by three Chinese design institutes. In response to that report,
on March 16, 2010 Mundoro received a letter dated February 22, 2010 from its joint venture partner
suggesting that the parties negotiate to terminate the Maoling Project and liquidate the joint venture
company, TJV. The reasons cited are that current Chinese environmental and drinking water regulations
make it unlikely that the TJV will be able to conduct mining operations at Maoling.
The Company responded to the joint venture partner in April 2010 that Mundoro does not believe it is
appropriate to terminate the joint venture or liquidate TJV and requested the joint venture partner and
Mundoro seek the support of the Provincial government for the renewal of Tianli’s business license. The
Company believes the work completed to date by its Chinese and international engineering firms and
environmental consultants demonstrate that the project can be developed in a sustainable and responsible
manner with no significant impact on downstream water storage facilities.
(b)

Project Management Costs

The Company follows the practice of expensing all exploration, development and project management costs
until a decision is made to put the deposit into production. The following table is a breakdown of
expenditures incurred on the Maoling project since its inception:

Engineering
Environmental
Geological
Mineral exploration
Community and government relations
Management and administration expenses for TJV
Total
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Accumulated Total
$3,595,780
1,523,782
4,029,272
4,201,370
2,626,035
3,282,751
$19,258,990

Notes to the Consolidated Financial Statements
For the Three Months Ended March 31, 2010 & March 31, 2009
(expressed in United States Dollars – except as noted otherwise)
5.

Equipment and Vehicles

Cost
Computers
$75,169
Furniture and fixtures
31,396
Office equipment
128,694
Vehicles
173,849
Leasehold improvements
17,829
Total
$426,937
6.

March 31, 2010
Accumulated
Net Book
Amortization
Value
$63,450
23,901
106,224
157,723
15,817
$367,115

$11,719
7,495
22,470
16,126
2,012
$59,822

Cost
$84,546
33,569
131,951
168,039
17,233
$435,338

December 31, 2009
Accumulated
Net Book
Amortization
Value
$71,799
24,649
107,133
152,452
15,257
$371,290

$12,747
8,920
24,818
15,587
1,976
$64,048

Share Capital
(a) Authorized: Unlimited number of common shares without par value.
(b) Issued and fully paid common shares: 38,640,301 at March 31, 2010 and December 31, 2009.

(c) Stock Options
At the Company’s 2009 Annual General Meeting, the shareholders approved a new stock option plan for the
Company’s directors, officers, employees and consultants (“2009 Plan”) whereby the maximum number of
shares issuable under the 2009 Plan is a rolling number equal to 4.9% of the issued and outstanding common
shares at the time of grant. No more than a maximum of 1,878,675 will be available under the 2009 Plan
without the Company first obtaining shareholder approval.
The Company has a legacy 2004 Stock Option Plan (“2004 Plan”) which expires and will be terminated after
the remaining stock options issued under that plan have expired, been exercised or terminated.
The option prices referred to in the tables below and in Note 7 are contractually denominated in Canadian
dollars. Exercise prices for stock options granted are reflected in U.S. dollars at exchange rates in effect on
the date of grant. Exercise prices for stock options exchanged, expired and forfeited are reflected in U.S.
dollars at historical exchange rates.
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6.

Share Capital (continued)
(c) Stock Options (continued)
A summary of stock options outstanding and exercisable at March 31, 2010 is as follows:
Stock Option Plan

Number
Outstanding

2004 Plan
2009 Plan

300,000
1,745,451

Remaining
Contractual
Life (Years)
0.90
4.25

Number
Exercisable

Exercise
Price

300,000
925,225

$2.06
$0.49

The tables below are a summary of the options outstanding under the 2004 Plan and 2009 Plan at March 31,
2010 and the changes for the period then ended:
Weighted Average
2004 Plan
Options
Exercise Price
Options outstanding at December 31, 2009
and March 31, 2010
300,000
$2.06

2009 Plan

Options

Options outstanding at December 31, 2009
Forfeited
Options outstanding at March 31, 2010

1,850,451
(105,000)
1,745,451

Weighted Average
Exercise Price
$0.49
$0.49
$0.49

The 2009 option grants vested 50% on January 1, 2010. The remaining 50% of the options will vest on January
1, 2011. The weighted average fair value of options granted in 2009 was estimated at $0.26 (C$0.30) using
the Black‐Scholes Option Pricing Model with the following weighted average assumptions:
2009
1.84%
0.00%
81.43%
3
1,850,451
$0.49
$0.26

Risk‐free interest rate
Dividend yield
Price volatility
Expected lives (in years)
Number of common shares
Exercise price
Calculated fair value per share

Option‐pricing models require the use of highly subjective estimates and assumptions including the expected
stock price volatility. Changes in the underlying assumptions can materially affect the fair value estimates
and therefore, in management’s opinion, existing models do not necessarily provide a reliable measure of the
fair value of the Company’s stock options.
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7.

Stock‐Based Compensation
2004 and 2009 Stock Option Plans
During the first quarter of 2010 and 2009, the Company did not incur any stock‐based compensation expense
with respect to stock options. Stock‐based compensation expense for stock options is recorded using the
straight‐line method resulting in a charge to operations on the option vesting dates.
Restricted Share Unit Plan
In October 2008, the Company established a Restricted Share Unit (“RSU”) Plan for its directors, officers,
employees and consultants (“Participants”). Under the RSU Plan, a Participant can elect to receive a payout
amount in cash, or common shares acquired by the Company in the market equal to the cash value. The
payout amount is calculated as the difference in value of the common shares of Mundoro Capital from the
date of grant to the date of exercise. All RSUs vest equally in three tranches: the first tranche on January 1 of
the first year following the year of grant, the second tranche on January 1 of the second year following the
year of grant, and the third tranche on January 1 of third year following the year of grant. Vesting is subject
to the participant being employed by the Company on the date of vesting. All vested RSUs, if unexercised, are
deemed exercised on December 31 of the year of vesting. The RSU Plan will be terminated after the
remaining RSU’s issued under this plan have expired, been exercised or terminated.
Stock‐based compensation expense for RSUs is accrued over the RSU vesting period. At the end of each
reporting period, the RSU liability is marked‐to‐market. Stock‐based compensation expense attributable to
RSUs for the three months ended March 31, 2010 and 2009 totaled $7,206 and $230,344, respectively.
The following is the summary of RSUs outstanding at March 31, 2010 and changes for the period then ended:
Number of
units granted
/cancelled/forfeited
/exercised

Balance at December 31, 2009
Exercised for cash
Balance at March 31, 2010
8.

Weighted
average grant
price

340,001
(100,000)
240,001

$0.18
0.18
$0.18

Number of units
vested

169,999
(100,000)
69,999

Commitments
Office Lease
In February 2010 MMI and its landlord agreed to the early termination of its Vancouver office lease on March
05, 2010 instead of June 30, 2013. In February 2010, MCI signed a lease agreement for new office space in
Vancouver for a term of 5 years ending March 31, 2015. MMI has a lease for office space in Beijing, China
through September 20, 2010. MMI pays base rent and its proportionate share of operating costs. As of
March 31, 2010, the obligations under these leases are as follows:

2010
2011
2012
2013
2014
2015
Total

Vancouver
$26,379
35,172
37,570
38,370
38,370
9,592
$185,453
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Beijing
$9,961
‐
‐
‐
‐
‐
$9,961

Total
$36,340
35,172
37,570
38,370
38,370
9,592
$195,414
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9.

Segmented Information
The Company has two operating segments: the exploration and development of the Maoling Gold Project in
China and corporate administrative functions in Canada. The Company’s total assets and losses by segment
are as follows:
Total assets, March 31, 2010
Total assets, December 31, 2009
Loss for the period, three months
ended March 31, 2010
Loss for the period, three months
ended March 31, 2009

10.

Canada
$11,530,494
12,221,991

China
$46,428
63,125

Total
$11,576,922
12,285,116

(603,339)

(238,427)

(841,766)

$(373,788)

$(198,869)

$(572,657)

Management of Capital Risk
The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a
going concern in order to pursue the development of its mineral properties and to maintain a flexible capital
structure which optimizes the costs of capital at an acceptable risk. In the management of capital, the
Company includes the components of shareholders’ equity and cash and cash equivalents. The Company
manages its capital structure and makes adjustments to it in light of changes in economic conditions and the
risk characteristics of the underlying assets. To maintain or adjust its capital structure, the Company may
issue new shares, and acquire or dispose of assets to adjust the amount of cash and cash equivalents.
In order to facilitate the management of its capital requirements, the Company prepares annual expenditure
budgets that are updated as necessary depending on various factors, including but not limited to source and
use of capital and general industry conditions.
The Company expects its current capital resources will be sufficient to carry its exploration, development and
investment plans and operations through the current operating period.

11.

Financial Instruments
The Company has designated its cash and cash equivalents as held‐for‐trading; accounts receivable as loans
and receivables; and accounts payable and accrued liabilities as other liabilities.
(a) Fair Value
At March 31, 2010 and December 31, 2009, the carrying values of cash, deposits, accounts receivable, and
accounts payable and accrued liabilities approximated their fair values due to the relatively short period to
maturity of those financial instruments.
(b) Financial Risk Management
Credit risk
The Company is exposed to credit risk with respect to its cash and accounts receivable. Other amounts
receivable are primarily amounts owing from government agencies. The Company does not hold any asset‐
backed commercial paper.
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11.

Financial Instruments (continued)
(b) Financial Risk Management (continued)
Concentration of credit risk exists with respect to the Company’s cash as the majority of the amounts are
held at a single international financial institution with strong investment‐grade ratings by a primary rating
agency. The Company’s concentration of credit risk and maximum exposure thereto is as follows:
March 31, 2010
Cash held in Canada
At a large international financial institution
Petty cash

$11,368,756
165
11,368,921

Cash held in China
At two major financial institutions
Petty cash

8,804
3,220
12,024

Total cash

$11,380,945

Interest Rate Risk
Interest rate risk consists of two components:
i) To the extent that payments made or received on the Company’s monetary assets and liabilities are
affected by changes in the prevailing market interest rates, the Company is exposed to interest rate cash
flow risk.
ii) To the extent that changes in prevailing market interest rates differ from the interest rates in the
Company’s monetary assets and liabilities, the Company is exposed to interest rate price risk.
The Company is not exposed to significant interest rate risk due to the short‐term maturity of its monetary
assets and liabilities, and extremely low market interest rates.
The Company had the following currency balances at March 31, 2010 and 2009:

March 31, 2010
Cash
Rate to convert to $1.00 US
Interest rate per annum
March 31, 2009
Cash
Rate to convert to $1.00 US
Interest rate per annum

In Canadian $

In US $

In Chinese ￥

$8,592,170
0.9844
0.20%

$2,910,788
1.00
0.00%

￥82,091
0.1488
0.20%

$11,271,026
0.7928
1.07%

$4,284,523
1.00
0.93%

￥60,786
0.1844
0.36%
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(b) Financial Risk Management (continued)
Currency risk
The Company is exposed to currency risk related to the fluctuation of foreign exchange rates. The Company
operates in Canada and China and a portion of its expenses are incurred in Chinese Yuan (Renminbi) and US
dollars, while its functional currency is in Canadian dollars. A significant change in the currency exchange
rates between the Canadian dollar relative to the US dollar and Chinese Yuan could have an effect on the
Company’s result of operations, financial position or cash flows. The Company has not hedged its exposure
to currency fluctuations.
The Company had the following balances in the three mentioned currencies at March 31, 2010 and 2009:

March 31, 2010
Cash

In Chinese ￥

In Canadian $

In US $

$8,592,170

$2,910,788

￥82,091

$40,290

‐

￥12,335

$134,533

$105,197

￥8,015

1.00

1.0158

0.1488

0.9844

1.00

0.1465

$11,271,026

$4,284,528

￥60,788

$5,080

‐

￥17,513

$76,485

$50,111

￥8,015

1.00

1.2614

0.1844

0.7928

1.000

0.1462

Accounts receivable
Accounts payable and accrued liabilities
Rate to convert to $1.00 Canadian
Rate to convert to $1.00 US
March 31, 2009
Cash
Accounts receivable
Accounts payable and accrued liabilities
Rate to convert to $1.00 Canadian
Rate to convert to $1.00 US

The following table demonstrates the sensitivity to a change in the CAD exchange rate, with all other
variables held constant, of the Company’s foreign currency loss (gain). It assumes a +/‐ 10% change of the
CAD/USD exchange rate and CAD/RMB exchange rate for the three months ended March 31, 2010 and 2009.
The sensitivity analysis is based on the Company’s foreign currency financial instruments held at March 31,
2010 and 2009.
If the CAD had strengthened against the USD by 10% and Renminbi by 10%, then this would have had the
following impact:
Increase in foreign currency loss (gain) (in USD)
Total
$275,269
March 31, 2010
$428,923
March 31, 2009
If the CAD had weakened against the USD by 10% and Renminbi by 10%, then this would have had the
following impact:
Increase in foreign currency loss (gain) (in USD)
Total
$(275,269)
March 31, 2010
$(428,923)
March 31, 2009
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(b) Financial Risk Management (continued)
Financial Market Risk
As at March 31, 2010, 240,001 RSUs (Note 7) are outstanding of which 69,999 vested on January 1, 2010 and
170,002 will vest on January 1, 2011. RSUs are marked‐to‐market, and once the vested RSUs are exercised,
the Company is required to pay out the difference in value of its common shares from the date of grant to
the date of exercise.
If the share price of the Company had increased by 10%, then this would have had the following impact:

March 31, 2010
December 31, 2009

Increase in RSU compensation liability (in USD)
Total
$22,816
$35,371

If the share price of the Company had decreased by 10% then this would have had the following impact:

March 31, 2010
December 31, 2009

(Decrease) in RSU compensation liability (in USD)
Total
$(22,816)
$(35,371)

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 by maintaining adequate cash balances.
Other price risk
Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices other than those arising from interest rate risk, financial market risk, or
currency risk. The Company is not exposed to significant other price risk.
12.

Accumulated Other Comprehensive Income
Accumulated other comprehensive income is comprised of the following:

Accumulated other comprehensive income, beginning of the period
Foreign currency translation to US dollar reporting currency
Accumulated other comprehensive income, end of the period
13.

March 31, 2010
$3,700,992
383,282
$4,084,274

March 31, 2009
$1,688,200
(481,586)
$1,206,614

Contingencies
A former officer and director of the Company filed a claim with the Supreme Court of British Columbia on
August 25, 2009 against the Company and MMI for dismissal without cause as a director and officer of the
Company. The claim is for compensation in lieu of 24 months plus compensation for vacation pay and
participation in stock based plans. The Company is defending the action and the outcome is indeterminable
at this time.
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